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Disclaimer 
This document is provided for information purposes only. This document is subject to the information 

classification set out on this page. If no information classification has been included, this document must be 

treated as ‘nbn-Confidential: Commercial’ and must not be disclosed other than with the consent of NBN Co. The 

recipient (including third parties) must make and rely on their own inquiries as to the currency, accuracy and 

completeness of the information contained herein and must not use this document other than with the consent 

of NBN Co. 

Copyright © 2022 NBN Co limited. All rights reserved. 

 
 

 

 

 

 

 

Note: This document is a Handbook provided in relation to the public version of the building block model (BBM) 
provided by nbn to the ACCC in connection with nbn’s SAU Variation lodged in March 2022 and shows data related 
to ‘Core Regulated Services’ as defined in the SAU Variation. The information in this Handbook and the BBM is 
provided solely for the purpose of assisting the ACCC in its assessment of nbn’s SAU Variation and should not be 
relied on for any other purpose. Any forecast values or indicative estimates in this Handbook or the BBM reflect 
nbn’s views and assumptions based on its most recent Integrated Operating Plan (as at August 2021), which 
included a considered assessment of economic and operating conditions at the time they were made. Any 
forecasts or indicative estimates are inherently uncertain and subject to a range of risks such that actual 
performance may differ materially from those forecasts or indicative estimates. Forecasts relating to the period 
from FY22 to FY25 were previously signed off by nbn’s Board and Shareholders. Any values relating to the period 
from FY26 onwards are indicative estimates prepared for accounting valuation purposes only and do not reflect an 
operational forecast – they have not been approved by nbn’s Board or Shareholders and do not include the full 
potential capex requirements (or specific operational timing) to meet future customer demand and network 
lifecycle requirements over time. The public version of the BBM to which this Handbook relates allows the user to 
edit the content to produce different outputs. nbn does not endorse any such different inputs or outputs; such 
different values should not be relied upon as representing or reflecting nbn’s position.  
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1  Introduction 

1.1.1  The role of the BBM 

The LTRCM model currently set out in the SAU was developed to ensure that details of nbn’s ABBRR, RAB and 

ICRA were transparent during the Initial Regulatory Period when nbn was focused on building out its networks 

and migrating users to its network. The operation of the LTRCM means that actual expenditures on all nbn 

networks (including MTM networks) have been included in the LTRCM model, and the RAB and ICRA values 

determined annually by the ACCC include the totality of nbn’s prudently incurred costs.  

The Initial Regulatory Period has effect until 30 June 2023. In the Subsequent Regulatory Period nbn proposes to 

use a Building Block Model (BBM). This BBM will reflect nbn’s efficient and prudent costs – including the RAB as 

calculated under the Module 1 LTRCM provisions. The BBM implements the building block economic regulation 

approach to determine an ABBRR and also undertakes calculations regarding nbn’s recovery of ICRA, consistent 

with the methodology proposed in nbn’s SAU Variation.  

Due to confidentiality concerns, nbn has developed a public facing BBM and a confidential version of the BBM. 

The public facing version consists of only the Core Regulated components of the BBM.  

1.1.2  How this Handbook fits with other documents, including the SAU and 

the Cost Allocation Manual 

The BBM reflects the calculations in the variation to the SAU lodged by nbn on 29 March 2022 and the principles 

in the Cost Allocation Manual (CAM). This Handbook documents, at a high level for instructive purposes only, how 

the BBM has implemented the calculations from the SAU variation and the principles in the CAM. To the extent 

the SAU variation, BBM and CAM are inconsistent with this Handbook, the former documents take precedence. 

This document will be updated as necessary by nbn, so it aligns with the latest version of the BBM and CAM. This 

document is for users of the BBM. 

nbn has prepared a BBM to support its SAU variation. The current SAU does not require cost allocation between 

services or product components. The confidential BBM includes cost allocation, in particular between nbn’s Core 

Regulated Services and its Competitive Services. nbn has also created a public version of the BBM which only 

includes the Core Regulated Services. The BBM includes illustrative forecasts beyond FY25 and a user interface 

(‘Dashboard’) which allows the user to modify the values for Core Regulated capex, opex, customers, WACC and 

CPI and see how this affects Core Regulated revenue and revenue per premise connected per month. This 

Handbook refers to the public version of the BBM. The public BBM calculates a Core Services RAB Portion, Core 

Services ABBRR, and Core Services ICRA.  

The confidential allocation between Core Regulated Services and Competitive Services has required further 

breakdowns of ABBRR elements including Core Regulated and Competitive capex, depreciation, opex and asset 

disposals, and a revised tax calculation applicable to Core Regulated Services only. To perform this cost allocation 

between Core Regulated Services and Competitive Services, costs are allocated to between Core Regulated 

Services and Competitive Services. The CAM documents how nbn has allocated costs to Core Regulated and 

Competitive Services (using the cost allocation principles proposed in the SAU variation). The allocation of costs 

between Core Regulated Services and Competitive Services is not available in the public facing BBM, rather only 

the post allocated values in respect of Core Regulated Services are included in the model. Section 6 of this 

Handbook contains further information on nbn’s approach to allocations. 
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2  Model overview 
The BBM has been set up with a separation between the dashboard and outputs, inputs, and calculations. The 

sheets included in the model and the structure of the model can be seen in Figure 1 and Figure 2. 

Figure 1: Sheets in the BBM 

 

Source: nbn 

Figure 2: BBM structure  

 

Source: nbn 

The BBM also introduces WACC inputs, with the WACC calculated outside of the BBM in a separate model. 

User interface:

•Dashboard

•Output Sheet

•Sample depreciation 

Preliminary modules

•WACC (Trailing average cost of debt 
calculations, Return on equity)

•Allocation of costs between Core 
Regulated and Competitive Services

Input sheets

•Nominal inputs

•Supplementary input sheet

•WACC

Calculation sheets

•Depreciation (Core)

•RAB, ABBRR & ICRA

•Financeability
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2.1  Model conventions 

nbn has developed a revised BBM which is based on the model currently used for the purposes of the LTRCM 

provisions in Module 1 of the SAU. nbn has retained the simplified RAB and ICRA build-up sheets from the LTRCM 

Spreadsheet 2013-14 for transparency. However, the greatest difference between the revised BBM and current 

LTRCM model is that the BBM allocates the RAB and ICRA to Competitive and Core Regulated Services. In the 

public BBM, only Core Regulated Services are visibly modelled with the allocation to Competitive Services 

occurring outside the public BBM. The BBM also provides the mechanism for modelling the Core Regulated 

ABBRR and ICRA recovery amounts going forward and more detail on an asset level basis. 

The BBM is both a backward- and forward-looking model. Historical inputs are used for the calculations of the 

ABBRR with forecast capex and opex used to determine the forecast ABBRR. The ABBRR tax allowance is also 

estimated on a forward-looking basis (note that formula changes are required at the next regulatory period to 

update the inputs from forecast to actuals – see section 5.2).  

The revised BBM has been used to calculate the inputs to the Core Services Revenue Cap for the First Regulatory 

Cycle, and will inform nbn’s pricing decisions. 
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3  User interface 

3.1  Dashboard 

The Dashboard allows the user to vary key inputs in the BBM and visualise how this changes model outputs.  

Figure 3 shows the orange cells that are able to be adjusted by the user in the BBM. With the exception of WACC 

these cells are growth rates and are used to grow the base inputs out to 2040. The percentages set the growth on 

the previous year’s total (i.e., total capex), negative values result in a reduction. The percentages compound so a 

change in the first year’s percentage will result in a different output total in the following years.  

The asset life multiplier allows the user to increase and decrease the asset life of all assets from FY26 onwards. 

Values above 100% increase the asset lives of all assets, values below 100% reduce the asset lives. This impacts 

existing capex spent but not yet depreciated, increasing or decreasing the return of capex based on the multiplier. 

The percentage of shared costs allocated to Core Services overrides nbn’s allocation methodology. It allows the 

user to set the proportion of shared costs between core and competitive services. When the percentage is set to 

100% all shared costs are allocated to core services, at 0% all shared costs are allocated to competitive services. 

When the “percentage of shared costs allocated to core” is used, the annual growth rates do not apply to shared 

costs. 

The reset button can be used to return the model to nbn’s baseline forecasts if the user changes any of the 

orange cells. 

Figure 3: Dashboard user interface 

 

 

 

  

Source: nbn 

The dashboard also includes key outputs in real and nominal terms and a weighted credit rating as shown in 

Figure 4.  

Figure 4: Dashboard outputs 

Source: nbn 

These outputs are also presented in charts as shown in Figure 5. These charts show both the outcomes of any 

user scenarios entered on the Dashboard sheet as well as nbn’s original baseline forecast BBM parameters.  
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Figure 5: Dashboard output charts 

 

Source: nbn 

 

3.2  Output sheet 

This sheet summarises the outputs of the main calculation sheets as shown in Figure 6.  

Figure 6: Outputs 

 
 

Source: nbn 
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3.3  Sample depreciation 

The public BBM provides an example of the depreciation calculations in the ‘Sample Depreciation’ sheet. The 

sheet uses 10 example assets and provides the user examples of how the real straight-line depreciation method 

and nominal tax depreciation method are calculated in the model. An example of this is shown in Figure 7. 

 

Figure 7: Sample real straight-line depreciation-  

 

Source: nbn 

 

3 IT Net Real Capex -                  -                  -                  -                  674             7,278           -                  14               -                  -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

Asset lifetime 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5 5

1 -                        -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

2 -                        -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

3 -                        -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

4 -                        -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

5 674                   135             135             135             135             135             -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

6 7,278                 1,456           1,456           1,456           1,456           1,456           -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

7 -                        -                  -                  -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

8 14                     3                 3                 3                 3                 3                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

9 -                        -                  -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

10 -                        -                  -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

11 -                        -                  -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

12 -                        -                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

13 -                        -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

14 -                        -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

15 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

16 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

17 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

18 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

19 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

20 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

21 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

22 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 

23 -                        -                 -                 -                 -                 -                 -                 -                 -                 -                 

24 -                        -                 -                 -                 -                 -                 -                 -                 -                 

25 -                        -                 -                 -                 -                 -                 -                 -                 

26 -                        -                 -                 -                 -                 -                 -                 

27 -                        -                 -                 -                 -                 -                 

28 -                        -                 -                 -                 -                 

29 -                        -                 -                 -                 

30 -                        -                 -                 

31 -                        -                 

32 -                        

3 IT Asset Real Straight Line Depreciation -                  -                  -                  -                  -                  135             1,591           1,591           1,593           1,593           1,458           3                 3                  -                  -                  -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 -                 
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4  Input sheets 

4.1   Nominal inputs 

The purpose of the ‘Nominal Inputs’ sheet is to consolidate the main inputs into the BBM. 

This sheet contains a mix of actuals up to 2020-21, and forecasts covering 2021-22 and 2022-23, as well as 

forecasts for the First Regulatory Cycle 2023-24 - 2024-25 and projections out to 2040 in some cases. 

4.1.1.1  CPI calculations 

The CPI calculations in the ‘Nominal Inputs’ sheet are used throughout the BBM to adjust data for inflation. The 

calculations and inputs required for the inflation factor are found in the ‘Nominal Inputs’ sheet.  

Inflation is calculated using ABS June Quarter CPI (All groups, Weighted Average of Eight Capital Cities) until 2020-

21. The inflation forecast is hardcoded from 2021-22. As shown in Figure 9, inflation is forecast with a long-term 

outlook of 2.5% to align with the RBA’s long-term forecast / mid-point of target inflation band. Inflation in 2023-

24 and 2024-25 are outputs of the WACC model (see Section 4.1.2 for further information). The inflation factor 

and the cumulative inflation factor are calculated based on these inputs. 

Note that the first financial year in the LTRCM and BBM is 2013-14 (all real data is reported in 2013-14 dollars) as 

per the SAU. This aligns with the financial year in which the SAU was first accepted.  

Figure 8: CPI calculations 

Source: nbn 

Figure 9: June Quarter CPI input data 

 

Source: nbn 

4.1.1.2  Asset lives and model functionality 

The asset lives are used in the depreciation calculations (as assets are depreciated over their asset life). Each asset 

has an asset life reported for each modelling year.  

Asset lives are also reported for tax purposes which is used in the nominal tax depreciation calculations. These 

asset lives are sourced from the asset lives in nbn’s financial accounts. These individual asset lives are not 

displayed in the public version of the BBM, but users can change the average asset lifetime across all assets using 

the “Asset Life Multiplier” input on the Dashboard sheet of the Model. 
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4.1.1.3  Asset additions and subtractions 

Capex is recorded on an asset level using actuals up to 2020-21, while forecasts are used from 2021-22 onwards. 

Disposals are reported by asset up to 2022-23. This is later allocated between Core Regulated and Competitive 

Services. This allocated data is ultimately used in the depreciation calculations and the RAB. Core Services capex is 

aggregated in the public version of the BBM.  

4.1.1.4  Opex 

The model takes a high-level forecast of opex, rather than on an individual asset level. The opex allocations 

between Core Regulated Services and Competitive Services occur in the confidential BBM. Post-allocated 

aggregated Core Services opex is included in public version of the BBM. 

4.1.1.5  Interest expense 

Actual interest expense is reported to 2022-23 as part of the LTRCM and used in the tax calculations up to this 

point. From 2023-24 onwards, the interest expense is replaced with a regulatory interest expense allowance, as 

the tax interest within the BBM, calculated as RAB x gearing x cost of debt.  

4.1.1.6  Construction in progress 

Construction in progress (CIP) includes a yearly actual and forecast Core Services CIP for a start and end of the 

period. This data is used in the calculation of the Core Services ABBRR.  

4.1.1.7  Revenue 

Revenue is reported using Core Services actuals up to 2020-21, and forecasts from 2021-22 onwards. Actual 

revenues (historic) are used in calculations for the past Core Services ABBRR and ICRA. Core Services forecast 

revenues are compared to the Core Services forecast calculated ABBRR.  

4.1.2  WACC 

The WACC module is provided separately, and outputs are pasted into the BBM (note the WACC inputs are not 

linked to the WACC module to maintain usability of the BBM). The outputs of the WACC are critical to the ABBRR 

and Annual Construction in Progress Allowance (ACIPA).  

4.1.3  Risk-free rate supplement 

The ‘Supplementary Input Sheet’ is a historic sheet where the user can input RBA data to calculate the risk-free 

rate of interest on a yearly basis. This is ultimately used in the model to determine the nominal rate of return 

used in Module 1 of the SAU (using the risk-free rate + 3.5%).  
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5  Calculation sheets 

5.1  Depreciation 

Depreciation is calculated for the Core Regulated Services in the public version of the BBM for both real straight-

line depreciation and the nominal tax depreciation for each asset.  

5.2  RAB, ABBRR & ICRA 

The RAB, ABBRR & ICRA are calculated in the model for Core Services. The sheet calculates the Core Services RAB 

roll forward, the Core Services ABBRR and the Core Services ICRA (see Figure 10).  

Figure 10: RAB, ABBRR & ICRA 

 

Source: nbn 

The proposed changes to Module 2 in nbn’s SAU variation mean there are some formula changes from 2023-24 

which are reflected in the model. This primarily occurs in the taxation calculations: 

• Source of nominal revenue changes in 2023 from actuals (as per the inputs in nominal inputs) to the 

calculated ABBRR. 

• The interest expense input is no longer used from 2023 in the tax calculations. Instead, interest expense is 

calculated as RAB x gearing x cost of debt.  



  
nbn SAU Variation 2022 – Supporting submission – Building Block Model Handbook 

© 2022 NBN Co limited | ABN 86 136 533 741 Page 13 of 15 
 Uncontrolled when printed  

 

• The ICRA does not accrue from 2023. 

• The nominal rate of return is calculated as 1.7%+3.5% for 2021-22 and 2022-23, as per Clause 1E.6.1 in the 

SAU and the 1.7% is a placeholder value and will be replaced with actuals when known.  

• The WACC is the forecast nominal rate of return from 2023. 

5.3  Revenue Cap and ICRA drawdown 

The BBM calculates the annual drawdown of the ICRA (which is crystalised at the end of FY2023) during Module 2 

of the SAU, which is then added to the forecast Core Services ABBRR to determine the forecast annual Core 

Services Revenue Cap, consistent with the methodology described in the SAU variation. 

5.4  Regulatory (benchmark) Financeability Test 

The purpose of the financeability test is to assess various output metrics flowing from the model to test against a 

benchmark Baa2 credit rating. 

The inputs for the financeability test are drawn from the BBM. The financeability test is based on Moody’s rating 

scale, with an outcome scale that includes Baa1, Baa2 and Baa3 as per Moody’s.  

The financeability sheet calculates key financeability ratios and calculates, for each year, a weighted score which 

is compared against the Moody’s outcome rating scale to determine a credit rating. This credit rating can then be 

compared to the benchmark Baa2 rating. 

Figure 11: Regulatory Financeability Test 

 

 

Source: nbn 
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6  Allocations 
Allocations of costs between Core Regulated and Competitive Services are confidential and as such are visible 

only in the confidential model. The following information in Sections 6.1 and 6.2 is provided for information only, 

and relates to the methodology used in the confidential version of the BBM. 

Competitive Services were introduced at scale in 2019-20 which is when the allocations commence.  

6.1  Allocation of opex and capex 

As discussed in Section 4.1, opex is provided on a high-level forecast and historic basis (aligned with the LTRCM 

approach). Revenue is used to allocate the high-level opex between Core Regulated and Competitive Services.  

Direct capex to Competitive Services is firstly deducted from total capex. There is no attribution in the model of 

direct capex to Core Regulated Services, only Competitive Services. This is because direct capex is recorded at a 

level of detail that allows them to be directly attributed to Competitive Services (i.e., the cost only relates to 

Competitive Services). The services included in the direct capex are: 

• Proactive programs (CBD and Polygon): pre-emptive deployment of fibre assets in designated geographical 

areas with high business concentration with the intention of increasing the efficiency of future demand 

deployments and meeting the speed of this demand.  

• CBD program: targeting high density enterprise buildings with high fibre count lead-ins to support future 

upgrades 

• Polygon: regional business hubs including industrial precincts, high streets and other business parks with 

targeted fibre deployment including distribution and local fibre upgrades 

• On demand programs (EE): fibre builds at the request of customers for either the supply of EE or TC2 business 

bundles  

• EE: direct fibre enterprise grade product with specific focus on business market  

nbn tracks business deployment programs through deployment partner (DP) management platforms including 

Appian and Maximo. These platforms record individual deployment events, including design documents, cost 

estimates, deployment schedules and reconciled billing amounts (i.e., every EE order would be a separate 

deployment event).  

This data is then reflected in nbn's fixed asset register (FAR), which is a collection of capitalised network assets 

and related transactions within each asset category. The FAR recognises cost when the network asset becomes 

operational (i.e., in service), whilst the BBM recognises costs as they are incurred. Minor adjustments are made to 

the FAR to align differences in timing between the two datasets.  

This direct attribution is removed from capex in the RAB Inputs tab to leave Core Regulated and shared capex. 

This ensures there is no direct capex that is carried through to the calculation of the Core Services RAB Portion, 

Core Services ABBRR, and Core Services ICRA. 

Next, costs are directly attributed to core services technologies where asset details in the FAR are sufficient (e.g., 

code to FTTP, FTTC, etc). 

Finally, the remaining shared capex is allocated between Core Regulated and Competitive Services. The Core 

Regulated capex is used in the public version of the BBM.  
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6.2  Allocators 

A combination of inputs and calculations are used to determine appropriate allocations to attribute costs.  

The Cost Allocation Manual (CAM) refers to the reasons and methodology behind the allocations in the BBM.  

Simply, the BBM allocates costs that cannot be attributed to each technology – i.e., assets that have shared 

elements across all technologies (e.g., transit network, transit and distribution fibre). The allocation of costs to 

technologies is based on the fixed asset class register. Where the asset is reported along with a technology name, 

100% of the cost is allocated to that technology (e.g., ‘Network Assets – FTTP – Local Joint’ is fully allocated to 

FTTP). 

Where the asset is not reported against a technology, the residual is allocated based on whether it is shared 

across all technologies (where traffic flow through gets aggregated) or shared within fixed line technologies 

(mainly distribution fibre). This allocation is used along with one of the allocators (as appropriate) shown in Table 

1. 

Table 1: Allocators 

Category Asset Examples Rationale 

Premises Passed  

(Share of 

network 

footprint) 

TAND, FAN Site Physical Plants. 

Office equipment and 

corporate software licenses. 

Shared physical and non-network assets costs are not 

directly driven by number of customers and bandwidth 

consumed, therefore allocated based on total intended 

footprint 

Premises 

Connected 

(Share of active 

services) 

Exchange and transit 

equipment 

Shared network assets sensitive to number of customers 

connected (i.e., constrained by number of ports) 

Provisioned 

Bandwidth 

(Share of 

bandwidth 

demand) 

Distribution Fibre and 

supporting ducts and pits 

Shared network assets sensitive to the total bandwidth 

demand on the network (i.e., constrained by total 

throughput) 

Source: nbn 

In the confidential version of the BBM, a percentage is calculated for each technology under each of these 

allocators to be applied depending on the selected allocation. This percentage is based on actuals and forecasts 

from the IOP. The IOP raw data is merged to achieve a share across the technologies.  

A revenue allocation is also determined. The yearly percentage allocator is based on the recurring revenue by 

technology (sourced from the IOP).  

 


