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Decision

Our decision is to refuse to approve Queensland Rail’s draft access undertaking submitted on 10
November 2023 (the 2025 DAU). In accordance with section 136(5) of the Queensland Competition
Authority Act 1997 (the QCA Act), this document:

e  explains why we consider it is not appropriate to approve the 2025 DAU, having regard to the
factors in section 138(2)

e  sets outthe way in which we consider it is appropriate to amend the DAU.

For all matters except West Moreton coal access terms, this decision represents our final view, as set
out in chapters 1 to 7. However, we have made significant revisions to our positions on aspects of
West Moreton pricing and related terms from views previously expressed in the draft decision and
the December 2024 discussion paper, so are providing a further opportunity for stakeholders to
comment on those matters (see chapter 8 and Appendices B to E).

Non-tariff matters

We consider that various parts of the 2025 DAU are appropriate to approve including:

e the scope and application of the 2025 DAU (Part 1)
e the negotiation provisions (Part 2)

e the pricing rules (Part 3)

e the dispute resolution provisions (Part 6).

However, we consider it appropriate to require a number of amendments to provisions in the 2025
DAU, including amendments to:

e  several aspects of the standard access agreement (SAA) (Schedule H)

e Queensland Rail's obligations to respond to requests for changes to the master train plan (MTP)
and to notify parties of updates to scheduled train services in the network management
principles (Part 4 and Schedule F)

e the quarterly performance reporting obligations so they are more informative for end users
(Part 5)

e the definitions to clarify that any planned possession that may adversely affect the operation of
train services is to be scheduled into the MTP (Part 7).

In respect of non-tariff matters, we consider that the 2025 DAU, with our proposed amendments,
suitably balances relative risks and responsibilities between Queensland Rail and the users of its

service, and is appropriate to approve having regard to the matters set out section 138(2) of the

QCA Act.

West Moreton access terms

We consider the West Moreton reference tariff proposed in the 2025 DAU is not appropriate to
approve primarily as it is based on outdated volume forecasts — neither the forecast demand nor the
necessary capacity is likely to eventuate.

We have said repeatedly that it would be best if Queensland Rail and its customers agreed on
access terms for West Moreton, including costs, service standards and mechanisms for developing a
reasoned and prudent strategy for managing the system. Given the gap between the parties and
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the level of uncertainty surrounding key matters, including capacity and demand, our December
discussion paper indicated that we were inclined to not set a reference tariff.

However, there has more recently been greater clarity on demand. Moreover, all relevant parties
who commented on the discussion paper said they wanted us to set a reference tariff. We have
therefore determined that $38.29 per thousand gross tonne kilometres (‘000 gtk) is a reference tariff
that would recover Queensland Rail’s efficient costs and that we would be prepared to approve.

While we have consulted extensively on this matter, including giving long extensions to times for
collaboration, we are providing one final opportunity for stakeholders to comment specifically on
the West Moreton access terms.” Submissions are due on Monday 14 April 2025. We intend to
publish a final decision on West Moreton access terms in May 2025.

This summary should not be relied on as a substitute for the detailed analysis in the main body of
this document, including the matters addressed in the appendices.

' Please note that stakeholder submissions on matters other than those directly pertaining to the West Moreton pricing and
related terms (as set out in chapter 8 and Appendices B to E) will not be considered.
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1 Ourinvestigation

1.1 Background

Queensland Rail owns and operates a 6,600 kilometre rail network, including the commuter lines in
south-east Queensland, and the West Moreton, Mount Isa and North Coast systems (Figure 1).
Queensland Rail provides access to declared services for the purposes of Queensland's third-party
access regime established under Part 5 of the QCA Act. Appendix A provides an outline of this
access regime and Queensland Rail's declared services.

Figure 1: Queensland Rail’s network
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Queensland Rail's 2020 access undertaking (AU2) came into effect on 1 July 2020 and sets out the
terms and conditions under which Queensland Rail provides access to the declared service on its
rail infrastructure. It also outlines the process required for an access seeker to negotiate access to
the services, and the way disputes in relation to access are to be resolved. AU2 will expire on 30
June 2025.2

On 10 November 2023, Queensland Rail submitted the 2025 DAU to us for approval in accordance
with section 136 of the QCA Act. It is intended that the new undertaking will take effect immediately
after AU2 expires, as the 2025 access undertaking (AU3).

1.2 Queensland Rail’s 2025 DAU

An access undertaking for a service means a written undertaking that sets out details of the terms on
which an owner or operator of the service undertakes to provide access to the service.?

Queensland Rail's 2025 DAU sets out the proposed terms and conditions under which Queensland
Rail will provide access to the services covered by the undertaking during its term. The term of the
DAU commences on the DAU's approval date until its expiry on 30 June 2030, unless an earlier
terminating date arises.

An overview of the arrangements proposed in the 2025 DAU is outlined in Figure 2. Queensland
Rail's proposed regulatory arrangements largely reflect the current regulatory arrangements, set out
in the 2020 undertaking.

In this regard, Queensland Rail submitted that it was only seeking changes from the 2020
undertaking on an exceptions basis, where it considered improvements could be made.
Queensland Rail said the 2020 undertaking provisions had been tried and tested and it had
proposed only minor changes to provide business certainty to its customers.*

As part of these arrangements, Queensland Rail has proposed that a reference tariff continue to
apply to coal handling services on the West Moreton Route service.®

2 Unless an earlier terminating date is triggered under AU2.

3 QCA Act, Sch. 2.

4 Queensland Rail, sub. 1, p. 3.

> The West Moreton Route service means the use of the West Moreton system and the Metropolitan system (see Appendix A
for further explanation of the parts (or route services) of the Queensland Rail service that have been declared under
s. 84(1)(b) of the QCA Act).
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Figure 2: Overview of the proposed arrangements included in the 2025 DAU

Application of the undertaking

Part 1 defines the duration and scope of the access undertaking, the non-discriminatory treatment of access
seekers and access holders, as well as outlining Queensland Rail's obligations for extending the network
where an access seeker is willing to fund an extension.

Part 6 outlines transitional arrangements for matters undertaken as part of the previous regulatory period.

Framework for negotiating access

Part 2 sets out the framework for negotiating access rights. To support the negotiation process:
- Schedule A outlines obligations for Queensland Rail to provide preliminary and capacity information
- Schedule B specifies information to be provided by access seekers as part of an access application
- Schedule | identifies principles of negotiation if an access seeker or access holder wants to build a rail
connection to its private infrastructure.
Part 6 outlines a dispute resolution mechanism to address instances where disputes between the parties arise.

Standard access agreement

Schedule H provides a standard access agreement to facilitate the negotiation of access that sets out the
standard terms and conditions of access to Queensland Rail's network.

Operating and reporting requirements
Part 4 establishes the operating requirements that govern how Queensland Rail is to deliver train service
entitlements. The operating requirements and expectations are further detailed in:
- Schedule F outlines the network management principles
- Schedule G outlines operating requirements manual.
Part 5 sets out Queensland Rail's reporting responsibilities throughout the regulatory period.

Pricing rules for negotiating access

Part 3 prescribes pricing rules that are to apply in negotiating access charges.
Schedule J outlines how annual regulatory fees are to be allocated between train services.

Reference tariffs for the Metropolitan and West Moreton systems

Schedule D reports the reference tariffs that are to apply to those train services that accord with the
description of a reference train service in the Metropolitan and West Moreton systems.

Schedule E outlines the process for rolling-forward the regulatory asset base (including the process for
approving capital expenditure) throughout the regulatory period for the purpose of calculating the relevant
reference tariffs.

1.3 Our regulatory task

Submissions

In accordance with section 136 of the QCA Act, we are required to consider the 2025 DAU and
either approve, or refuse to approve, it.° As part of our assessment, we must publish the 2025 DAU
and consider relevant submissions on it (ss. 138(3)(c) and (d)).

On 13 November 2023, we published the 2025 DAU, a notice of investigation (that invited
interested parties to make submissions by 2 February 2024),”# and a Statement of Regulatory

¢ If we refuse to approve the 2025 DAU, we must provide a written notice stating the reasons for the refusal and the way in
which we consider it is appropriate to amend the 2025 DAU (s. 136(5)). In this circumstance, notification would occur when
we release the final decision on the 2025 DAU.

7 Section 146 of the QCA Act provides for us to issue a notice of investigation to commence an investigation for deciding
whether to approve the DAU. A notice of investigation states our intention to conduct the investigation and invites
interested parties to make written submissions on the proposed DAU.

80On 23 November 2023, we published a list of topics to assist stakeholders in preparing their submissions.
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Intent.? In response to our initial invitation for comment, we received submissions on the 2025 DAU
from the following parties:

e  Aurizon Coal and Bulk

e  Aurizon Network Pty Ltd

e  Centrex Limited

e  GrainCorp Operations Limited

e New Hope Group

e  Pacific National

e  Phosphate International Ltd t/a North West Phosphate
e Qube Logistics

e  Yancoal Australia Limited.

On 22 February 2024, we provided stakeholders, including Queensland Rail, a further three weeks
to comment on the new matters raised in the submissions received. In response to our follow-up
invitation, we received further submissions from the following parties:

e Glencore

° Mount Isa Line Users
e New Hope Group

e  Pacific National

e  Queensland Rail

e  Rail Operator Group
e  Yancoal.

On 6 June 2024, we published our draft decision and asked for comments by 23 July 2024. We
received submissions from:

e  Aurizon Coal and Bulk
) MMG

e New Hope

e  Pacific National

e  Queensland Rail

e  Rail Operator Group
e  Yancoal.

We also provided an opportunity for collaborative submissions, which were due by 8 November
2024 (extended from 24 September 2024). We received further comments from:

e  Graincorp

e New Hope

e  Queensland Rail

e  Rail Operator Group
e  Yancoal.

On 20 December, we published a discussion paper and asked for comments. Submissions were due
by 7 February 2025 (extended from 28 January 2025). We received comments from:

e  Aurizon Coal and Bulk
e New Hope
° Queensland Rail

? The Statement of Regulatory Intent outlines our intended approach to managing information-gathering processes,
stakeholder consultation and assessment timeframes throughout our investigation.
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e  Rail Operators Group
e  Yancoal.

Appendix G lists the submissions we received on the 2025 DAU and provides the submission
numbers used in footnotes.

Factors affecting approval

Section 138 of the QCA Act outlines the factors affecting the approval of a DAU. In particular, we
may approve the 2025 DAU only if we consider it appropriate to do so having regard to each of the
matters set out in section 138(2) of the QCA Act (Box 1).

Box 1: Section 138(2) of the QCA Act

The authority may approve a DAU only if it considers it appropriate to do so having regard
to each of the following:

(a) the object of this part;

(b)  the legitimate business interests of the owner or operator of the service;

(c) if the owner and operator of the service are different entities — the legitimate
business interests of the operator of the service are protected;

(d)  the publicinterest, including the public interest in having competition in
markets (whether or not in Australia);

(e)  theinterests of persons who may seek access to the service, including
whether adequate provision has been made for compensation if the rights of
users of the service are adversely affected;

(f) the effect of excluding existing assets for pricing purposes;

(g)  the pricing principles mentioned in section 168A;

(h) any other issues the authority considers relevant.

The 'object of this part' as referred to in section 138(2)(a) is set out in section 69E:

The object of this part is to promote the economically efficient operation of, use of
and investment in, significant infrastructure by which services are provided, with the
effect of promoting effective competition in upstream and downstream markets.

The pricing principles set out under section 168A are:

The pricing principles in relation to the price of access to a service are that the price

should:

(a)  generate expected revenue for the service that is at least enough to meet the
efficient costs of providing access to the service and include a return on
investment commensurate with the regulatory and commercial risks involved;
and

(b)  allow for multi-part pricing and price discrimination when it aids efficiency;
and

(c)  notallow a related access provider to set terms and conditions that
discriminate in favour of the downstream operations of the access provider
or a related body corporate of the access provider, except to the extent the
cost of providing access to other operators is higher; and

(d)  provide incentives to reduce costs or otherwise improve productivity.
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This decision outlines our assessment of the 2025 DAU, having regard to the matters in section
138(2) of the QCA Act and to all stakeholders' submissions that were received within the
consultation periods.

In assessing the 2025 DAU, we have considered all aspects of the undertaking afresh and had
regard to the section 138(2) factors in every aspect of this decision. In some cases, the assessment of
whether it is appropriate to approve the 2025 DAU, having regard to the factors affecting approval,
gives rise to competing considerations. In such cases, we weighed up the competing considerations
as appropriate.

Human rights considerations

The following human rights may be relevant to our decision for the purposes of the Human Rights
Act 2019 (HR Act), pursuant to section 58(1)(b) of the HR Act:

e rights potentially related to climate change (right to life, equality and non-discrimination and
right of children to protection of their best interests)

e therightto freedom of movement (for passengers in Queensland).
Our decision is unlikely to limit any of the rights mentioned above, particularly as:

e forrights potentially related to climate change — these rights are unlikely to be limited by a
decision concerning approval of an access undertaking, as any such decision would likely not
have a material effect on the volume of coal exported and consumed overseas, which primarily
depend on market factors such as demand and price

e forthe right of freedom of movement — the effect of the final decision is likely to be positive or
neutral.

This decision is therefore compatible with human rights under section 8(a) of the HR Act.

1.4  Agreed outcomes and future DAUs

As outlined in Appendix A, the access regime in Queensland is based on a negotiate-arbitrate
framework, which envisages that, in the first instance, access to a declared service should be
procured on the basis of terms and conditions that are commercially agreed between the access
seeker and the provider of the declared service.™

Consistent with the negotiate-arbitrate framework, we place weight on agreed outcomes and
consider it highly beneficial for parties to engage with each other, to the extent possible, to explore
salient issues and potential areas of consensus in relation to the 2025 DAU.

In respect of all aspects of the access undertaking, we still, in accordance with our statutory role,
undertake an independent review to confirm that they comply with the criteria in section 138(2) of
the QCA Act, including the interests of potential entrants and the public.

As part of our efforts to promote agreed outcomes, we have repeatedly emphasised our desire for
consultation and consensus, including in our decision on Queensland Rail's 2020 DAU and in our
communication about the 2025 DAU. Such approaches have been demonstrated to deliver superior
outcomes for Aurizon Network and Dalrymple Bay Infrastructure (DBI) and their respective
customers, and we see no reason why similar outcomes cannot be achieved by Queensland Rail and
its customers if there is focused consultation on the matters where their views differ.

' QCA, Access disputes under the QCA Act, summary guide, June 2019, p. 1.
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Queensland Rail wrote to us on 1 September 2022, saying it was committed to operating under an
access undertaking for the 2025 regulatory period and to consulting with stakeholders in preparing
a DAU. We were disappointed that when Queensland Rail lodged its DAU in November 2023, it did
not include a single proposed change or provision that was explained as relating to feedback from
stakeholders during the intervening 14 months.

Stakeholders have raised several new matters during our investigation, which would have better
been identified and addressed by Queensland Rail during the consultation before the DAU was
lodged. We are concerned that Queensland Rail seems to have treated the regulatory process as a
two-way discussion with us rather than a commercial engagement with its customers. We consider
that better regulatory outcomes will be achieved if the undertaking terms are negotiated between
Queensland Rail and its customers, with us there to settle differences where the parties are unable
to agree.

This decision is focused on the 2025 DAU and getting a new undertaking in place. However, once
the 2025 undertaking takes effect, we will be open to ideas from Queensland Rail and other
stakeholders on how to improve consultation and consensus for any future Queensland Rail

undertakings.
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2 Preamble, application and
scope

The preamble of the 2025 DAU is an introductory section that provides background and high-level
context for the undertaking.

Part 1 of the 2025 DAU outlines the application and scope of the undertaking. It includes provisions
relating to:

e  consistency and fairness in the treatment of users™

e  requirements in negotiating, developing and funding network extensions in circumstances
where an access seeker notifies Queensland Rail that it is willing to fund an extension'

e  master planning and extension coordination, applicable to situations where Queensland Rail
receives a request to prepare a 'system master plan’ relating to its proposed expansion
projects.”

Part 6 of the 2025 DAU includes various administrative provisions, including transitional provisions
that set out how matters undertaken or established under AU2 will continue during the AU3
regulatory period.™

Part 7 of the 2025 DAU provides definitions of terms'® and outlines rules for interpreting the
undertaking.'®

Overview of the decision

Our decision is that it is appropriate to approve the preamble, scope (Part 1) and transitional
provisions (in Part 6) of the 2025 DAU. We have addressed definitions of terms in Part 7 of the 2025
DAU where those terms relate to individual sections of the 2025 DAU.

Preamble, application and scope — summary

Proposal Clause QCA decision

Preamble

Queensland Rail did not propose any n/a It is appropriate to approve Queensland
changes to the preamble of the 2020 Rail's proposed preamble to the 2025
access undertaking."’ DAU.

Stakeholders supported amendments to It is not necessary to require amendments
further incentivise a road to rail modal to the preamble to include a commitment
shift.’® by Queensland Rail support road to rail

conversion and grow rail volumes. See
section 2.1.

112025 DAU, cl. 1.3.

122025 DAU, cl. 1.4.

132025 DAU, cl. 1.5.

142025 DAU, cl. 6.5. These transitional arrangements include rules relating to matters and access applications established
under AU2, reporting periods and approval dates.

152025 DAU, cl. 7.1.

1©2025 DAU, cl. 7.2.

7 Queensland Rail, sub. 1.

'8 Aurizon Coal and Bulk, sub. 2, pp. 26-27; Mount Isa Line Users, sub. 17, p. 2; Rail Operators Group, sub. 15, pp. 1-4; Pacific
National, sub. 13, pp. 2, 3-6.
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Scope

Queensland Rail's proposed scope of the  Part 1 It is appropriate to approve Queensland
2025 DAU is substantially consistent with Rail's proposed scope of the 2025 DAU.
the scope that was approved as part of its It is not appropriate to require

2020 access undertaking. amendments to the scope of the 2025

Stakeholders supported amendments to: DAU to:

e include provisions in the 2025 DAU e include the provision of interstate
about interstate services using the services using the Acacia Ridge -
dual gauge link between Acacia Port of Brisbane dual gauge link
Ridge and the Port of Brisbane e require Queensland Rail to commit

e  require greater consistency and to greater consistency and
harmonisation with other rail harmonisation with other rail
infrastructure managers.? infrastructure managers.

See section 2.2.

Other matters

Queensland Rail proposed maintaining cl. 6.5 It is appropriate to approve Queensland
transitional provisions.?' Rail's proposed transitional arrangements.
See section 2.3.

2.1 Preamble

The preamble provides high-level context for Queensland Rail's 2025 DAU. Queensland Rail did not
propose any changes to the preamble of the 2020 access undertaking.

We do not consider that it is appropriate to require any amendments to the preamble. Importantly,
the high-level context provided by Queensland Rail is factually correct. Moreover, we do not
consider that making minor amendments to the preamble will affect the operation of the 2025 DAU.

2.1.1 Incentivising a road to rail modal shift

In their submissions, stakeholders raised issues broadly concerning the extent to which the 2025
DAU incentivised a modal shift of freight from road transport to rail transport.

We do not consider it is necessary for the preamble to include a commitment by Queensland Rail to
support road to rail conversion and grow rail volumes.

Aurizon Coal and Bulk considered that the preamble should include a clear commitment by
Queensland Rail to:

e  promote competition in the rail haulage market

e promote the economically efficient investment, use and operation of the network

e grow rail volumes including by supporting and incentivising emerging demand, retaining
volumes on rail and supporting ‘road to rail’ modal conversion.??

1% Aurizon Coal and Bulk, sub. 2, pp. 30-33; Rail Operators Group, sub. 15, p. 12.

20 Aurizon Coal and Bulk, sub. 2, pp. 10-12; GrainCorp, sub. 4, p. 3; Pacific National, sub. 7, pp. 14-15; Rail Operators Group,
sub. 15, pp. 11-12; Qube, sub. 8, pp. 2-5.

21 Queensland Rail, sub. 1, cl. 6.5.

22 Aurizon Coal and Bulk, sub. 2, p. 26; Mount Isa Line Users (sub. 17, p. 2) supported Aurizon Coal and Bulk’s submission.
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MMG considered that every effort should be made to bring the costs of rail into line with road

transport.?3

The Mount Isa Line Users submitted that there was no mechanism in the 2025 DAU that could be
used to hold Queensland Rail to account in acting in a way that supported this objective.?* The Rail
Operators Group considered that the 2025 DAU should provide stronger obligations on
Queensland Rail to offer access arrangements that effectively encouraged a modal shift of freight
from road to rail. The Rail Operators Group considered that there must be a strong price incentive
to offset the unreliability of the North Coast line and Mount Isa line.?®

Pacific National considered that Queensland Rail had not sufficiently justified its 2025 DAU having
regard to the matters in section 138(2) of the QCA Act, primarily because it provided neither
incentives to encourage modal shift from road to rail nor support to grow competition with road
transport.?® Aurizon Coal and Bulk submitted that in some instances the 2025 DAU provisions
inhibited Queensland Rail’s ability to maximise the reliability of freight services and ensure its rail
access charges were set at a level that allowed rail-based supply chains to effectively compete with
road.?’ Pacific National and the Rail Operators Group also submitted that additional mechanisms
should be incorporated into the 2025 DAU to encourage a modal shift of freight from road to rail.
The Rail Operators Group considered this would promote the economically efficient operation and
use of the network.?®

Queensland Rail said that the assumption of a misalignment between Queensland Rail's objective of
being a champion of rail freight and its commercial positions was unfounded. Queensland Rail
submitted that it inherently pursued growth and sustainability, discrediting any perceived conflict
between these objectives.?”

We consider it is appropriate for the overarching regulatory framework to restrict Queensland Rail
from exercising market power to the extent that it prevents or hinders access seekers from accessing
Queensland Rail's network on reasonable terms and conditions. This includes enabling access
seekers to obtain access to Queensland Rail's network, where they are willing to pay access charges
that recover the efficient costs incurred in providing that access (and where sufficient capacity is
available). We consider constraining market power in this manner promotes the economically
efficient use and operation of Queensland Rail's network and appropriately balances the legitimate
business interests of Queensland Rail and access seekers.

In making this decision, we have outlined those regulatory arrangements that we consider are
required as part of an approved access undertaking for the AU3 regulatory period (within
Queensland Rail's overarching regulatory framework) to provide for this. This includes considering
whether the proposed regulatory arrangements may inhibit Queensland Rail’s ability to service
potential new users, or provide Queensland Rail with an ability and incentive to exercise market
power in negotiating inefficiently high access charges to access the declared services.

ZMMG, sub. 18, p. 2.

2 Mount Isa Line Users, sub. 17, p. 2.

% Rail Operators Group, sub. 15, pp. 1, 4. Additionally, MMG (sub. 18, p. 3) submitted that Queensland Rail, in operating the
Mount Isa line, had provided a poor quality of service to users, while charging a relatively high cost. MMG submitted that it
had experienced a comparatively low uptime of the service due to rain and flooding. It also found the maintenance
program was lacking and onerous load restrictions were imposed on account of the poorly adapted infrastructure.

2 Pacific National, sub. 13, pp. 2, 3-6.

27 Aurizon Coal and Bulk, sub. 24, pp. 7-8.

2 Pacific National, sub. 7, p. 9; Rail Operators Group, sub. 15, p. 3.

27 Queensland Rail, sub. 14, p. 43.
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As such, we do not consider it is necessary to require amendments to the preamble to include a
commitment by Queensland Rail to support road to rail conversion. In any case, we do not consider
that amending the preamble in this manner would affect the operation of the undertaking.

Further amendments to the 2025 DAU

We set out in the relevant chapters of this decision whether it is appropriate to require further
amendments to the 2025 DAU to encourage more freight from road to rail.

In making this decision, we have had regard to the statutory criteria, including whether further
amendments would promote the economically efficient operation and use of Queensland Rail’s
network and are in the public interest (ss. 138(2)(a) and (d) of the QCA Act).

The Rail Operators Group and Aurizon Coal and Bulk considered that moving more freight by rail
would serve the public interest, including through improvements to road safety, less congestion on
the roads and environmental benefits.?® Pacific National considered that the 2025 DAU did not meet
the public interest objective of shifting traffic from road to rail.3! Pacific National considered the
preamble should be expanded to acknowledge the positive benefits rail freight provides relative to
road.*?

Queensland Rail submitted that while safety and environmental benefits associated with moving
more freight by rail were crucial, a balance with economic viability was imperative.®

We consider that it is important to have regard to any positive externalities associated with
increasing rail haulage in assessing whether it is appropriate to approve the 2025 DAU. This is
recognised by approving regulatory arrangements that prevent Queensland Rail from exercising
market power to the extent that it prevents or hinders access seekers from accessing Queensland
Rail’'s network on reasonable terms and conditions.

We do not consider it is appropriate to require Queensland Rail to include in the 2025 DAU further
commitments or support for particular customers or industry groups (including through subsidised
access charges) beyond this. Requiring such initiatives may not promote the economically efficient
operation and use of the network,** and may have adverse implications for growing rail freight
volumes efficiently over the long run. In particular:

e  pricing policies that do not enable Queensland Rail to generate expected revenue for the
service that is at least enough to meet the efficient costs of providing access to its network?®
may reduce incentives to invest in the network and have adverse consequences for parties
seeking to access the rail infrastructure®

e favourable terms and conditions to particular customers or industry groups to promote one
mode of freight transport over another may distort competitive outcomes in related markets.
These distortions would be inconsistent with the object of Part 5 and the pricing principles and

30 Rail Operators Group, sub. 15, pp. 3-4; sub. 22, p. 3; Aurizon Coal and Bulk, sub. 24, pp. 7-8.

31 Pacific National, sub. 13, p. 5. Pacific National (sub. 7. p. 4) also considered that pricing of the North Coast line should
prioritise growth of rail freight, reflecting the positive economic externalities rail provides compared to road freight and the
reduced costs to government and communities in terms of accidents, congestion and emissions. Centrex (sub. 10, p. 3)
submitted that the aspect of community service was currently not being adequately considered in relation to Queensland’s
mineral wealth.

32 Pacific National, sub. 7, p. 29.

3 Queensland Rail, sub. 14, pp. 43-44.

34 The Rail Operators Group (sub. 22, p. 3) considered that incorporating additional mechanisms into the 2025 DAU to
encourage modal shift of freight from road to rail would promote the economically efficient operation and use of the
network.

3 Including a return on investment commensurate with the regulatory and commercial risks involved.

36 We do not consider that this will promote economically efficient investment in Queensland Rail's network. Neither does it
appropriately balance the legitimate business interests of Queensland Rail and access seekers.
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would not appropriately balance Queensland Rail's legitimate business interests with the
interests of access seekers, access holders and train operators.

In this regard, Queensland Rail submitted that pricing structures must ultimately consider factors like
maintenance costs, infrastructure development and financial sustainability.®

We consider that measures to directly assist industry or to encourage more freight from road to rail
are better considered and provided through means other than access regulation, within the context
of wider transport policy and industry assistance objectives.

Summary 2.1

It is appropriate to approve Queensland Rail's proposed preamble to the 2025 DAU.

It is not necessary to require amendments to the preamble to include a commitment
by Queensland Rail support road to rail conversion and grow rail volumes.

2.2  Scope of the 2025 DAU

Queensland Rail's proposed scope of the 2025 DAU is substantially consistent with the scope that
was approved as part of its 2020 access undertaking.3®

Queensland Rail considered that, similar to the 2020 undertaking, a five-year term — 1 July 2025 to
30 June 2030 — was appropriate. In defining the terminating date, the 2025 DAU also removes a
reference from AU2 to a circumstance in which the Minister had not declared Queensland Rail’s
services.* Stakeholders did not express any concerns regarding the proposed duration of the 2025
DAU.

We consider that a five-year term appropriately balances the benefits of providing certainty to
stakeholders about the terms and conditions of access for a reasonable period of time and flexibility
to deal with changing circumstances. In addition, removing the reference to a circumstance
involving no ministerial declaration is appropriate as this contingency is no longer relevant following
the Minister’s declaration of Queensland Rail's below-rail services in 2020.

We did not receive any stakeholder submissions in relation to Queensland Rail’s proposed
provisions relating to the scope of the 2025 DAU, other than where stakeholders were essentially
seeking to expand the scope and effect of the DAU to address certain concerns (discussed in
sections 2.2.1 and 2.2.2).

37 Queensland Rail submitted that in considering the issues around rail access pricing, there was a tension between the
objective to enable rail operators to effectively compete with road while also setting a charge that enabled sufficient
ongoing maintenance and renewal of the rail infrastructure.

3 New Hope (sub. 5, p. 28) and Yancoal (sub. 9, p. 24) submitted that definition of ‘network’ needed to refer to infrastructure
the use of which formed part of the declared service. We consider that the definition of ‘network’ does refer to
infrastructure the use of which forms part of the declared service, consistent with the definition of ‘network’ in the 2020
access undertaking.

372025 DAU, cl. 7.1, Terminating Date'.
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2.2.1 Dual gauge track from Acacia Ridge to the Port of Brisbane

Some stakeholders raised concerns about the status of interstate (standard gauge) services that use
Queensland Rail's dual gauge link between Acacia Ridge and the Port of Brisbane and submitted
that these services should be included within the scope of the 2025 DAU.°

The Rail Operators Group and Aurizon Coal and Bulk submitted that this corridor had critical
commercial and economic significance because of the containerised rail freight services it
provided.*! The Rail Operators Group and Aurizon Coal and Bulk also raised concerns about
dealing with Queensland Rail regarding dual gauge access to this corridor.*?

Queensland Rail responded that the Metropolitan system was not a declared service and should not
be within the scope of the 2025 DAU.** Moreover, Queensland Rail submitted that we could not
require an amendment to include the dual gauge corridor in the 2025 DAU, as the QCA Act did not
require Queensland Rail to provide an access undertaking for services that were not subject to
declaration.*

We acknowledge the issues raised by stakeholders and Queensland Rail concerning the status of
interstate services that use Queensland Rail's dual gauge link between Acacia Ridge and the Port of
Brisbane and whether these services should be included within the scope of the 2025 DAU.

Six route services are covered under the Queensland Treasurer's June 2020 decision to declare
services pursuant to section 84 of the QCA Act. The Metropolitan system is not a declared route
service in and of itself. However, this system is declared in circumstances where its use ‘is referred to
as part of the relevant [declared] service’ (emphasis added).”® As a result, we consider that use of the
Metropolitan system for traffic that is not related to a relevant declared service, such as trains
travelling to or from Acacia Ridge via the Australian Rail Track Corporation (ARTC) interstate line,
likely does not constitute use of a relevant declared service.

With respect to traffic that runs only on the Metropolitan system, each declared route service
comprises a primary system and at least one secondary system. Our view is that use of a declared
service must entail use of a primary system, but not necessarily a secondary system. We consider
that the Metropolitan system is a secondary system for most of the declared route services, noting
that it is described ‘as part of the relevant service'.

Based on these considerations and the submissions received, our view is that interstate services
using the dual gauge link between Acacia Ridge and the Port of Brisbane are not a declared service
under the Treasurer’s declaration of 2020.

The Rail Operator Group and Aurizon Coal and Bulk accepted that the provision of this service was
currently not declared. However, the Rail Operator Group and Aurizon Coal and Bulk requested that
Queensland Rail commit to a process for negotiating and managing access to the dual gauge link —

40 Aurizon Coal and Bulk, sub. 2, pp. 30-33; Rail Operators Group, sub. 15, p. 12.

# The Rail Operators Group noted that the corridor connects the national standard gauge rail network with Brisbane’s only
open access container rail terminal. It also provides a narrow gauge rail network link between Queensland'’s largest
container rail terminal at Acacia Ridge and the state’s largest container port and provides narrow gauge rail access to export
coal and grain terminals (sub. 15, p. 10).

“2Rail Operators Group, sub. 15, p. 11; Aurizon Coal and Bulk, sub. 2, pp. 32-33.

43 Queensland Rail submitted that its services were declared by reference to defined routes, each of which traversed a
combination of network systems, and that the Metropolitan system was not declared, except insofar as it was used in
combination with another rail system, in accordance with the definitions contained in the Minister’s declaration of
Queensland Rail's services.

* Queensland Rail, sub. 13, pp. 53-54.

4 Queensland Government, Gazette (Extraordinary), vol. 384, no. 31, 1 June 2020, p. 216, para 3(c).
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both parties considered that the simplest way to achieve this would be for these services to be
included within the scope of the 2025 DAU.#

However, we cannot require that the provision of non-declared services be included within the
scope of the 2025 DAU. Any changes to the declared services sought by an interested party would
need to be separately addressed in accordance with the declaration process in Part 5 of the QCA
Act.”

2.2.2 Harmonisation with other rail networks

We do not consider that it is appropriate to amend the scope of the 2025 DAU to require
Queensland Rail commit to greater consistency and harmonisation with other rail infrastructure
managers.

A number of stakeholders called for amendments to the 2025 DAU to provide for greater
consistency in network standards and operating requirements across rail networks.*® Pacific National
submitted that the 2025 DAU should include a requirement for Queensland Rail to use best
endeavours to align processes and systems with other jurisdictions.*” Aurizon Coal and Bulk
considered that Queensland Rail should pursue increased consistency in access negotiation
frameworks, the standard contracting terms for access and applied access management methods,
wherever possible.*® Qube and the Rail Operators Group also considered that the 2025 DAU should
commit to measurable actions to deliver government policy and strategy objectives.®'

Queensland Rail's access regime provides for access seekers to obtain access to Queensland Rail's
network on reasonable terms and conditions. Within this regulatory framework, an approved access
undertaking should facilitate the negotiation of access on reasonable terms and conditions.

We have assessed whether it is appropriate to approve the terms and conditions proposed by
Queensland Rail in its 2025 DAU.

We do not consider it is appropriate to require Queensland Rail to amend the processes or
arrangements in the 2025 DAU primarily to achieve improved alignment with those arrangements
applied in other jurisdictions. From the information available, we do not consider that amending
arrangements in the 2025 DAU to align with those applied in another jurisdiction would provide for
improvements to the provision of access to Queensland Rail's network. In assessing whether the
arrangements in the 2025 DAU are appropriate to approve, we have considered the specific
characteristics of Queensland Rail’s network and its customers.

Moreover, we do not consider that our 2025 DAU investigation is the right forum to attempt to
establish consistent processes and standards across jurisdictions. Amongst other things, this would
require engagement between all the relevant parties (across jurisdictions) to identify and consider
opportunities for reform. We understand there are working groups and organisations that have

4 Rail Operator Group, sub. 22, pp. 3-4; sub. 28, pp. 20-21; Aurizon Coal and Bulk, sub. 24, pp. 3, 8.

47 Under this process, any person may apply to us for a recommendation to the relevant Minister that a service provided by a
facility be declared for third party access under the Queensland access regime.

48 Aurizon Coal and Bulk, sub. 2, pp. 10-12; sub. 24, pp. 5-7; GrainCorp, sub. 4, p. 3; Pacific National, sub. 7, pp. 14-15; Rail
Operators Group, sub. 15, pp. 11-12 and sub. 22, p. 3.

49 Pacific National, sub. 7, pp. 13-14.

0 Aurizon Coal and Bulk, sub. 2, p. 3. The Rail Operators Group (sub. 15, p. 11) also considered that the complexity of an
interstate train path moving across multiple networks was clearly demonstrated by requirements to comply with different
access agreements, rolling-stock standards, network rules, operating conditions and pricing principles.

°"Qube, sub. 8, pp. 2-5; Rail Operator Group, sub. 15, p. 2, 11. In this regard, Qube submitted that improvements to the
national freight network, including streamlined regulation and improved interoperability across networks, were identified
as key deliverables in the National Freight and Supply Chain Strategy and the National Rail Action Plan.

Queensland Rail 2025 draft access undertaking m



been established to do just this.>? Queensland Rail considered that it would be counterproductive to
attempt to achieve national consistency based on submissions from individual operators, cutting
across ongoing industry-wide initiatives to achieve a national rail market.>

The Rail Operator Group submitted that network fragmentation nationally and poor harmonisation
of operating rules, standards, processes and regulation between jurisdictions continued to cause
operating constraints and inefficiencies.> In this regard, Aurizon Coal and Bulk submitted that the
major Australian rail freight operators provided services across multiple jurisdictions, using rail
infrastructure controlled by a range of rail infrastructure managers. Aurizon Coal and Bulk
considered that where rail infrastructure managers took different approaches to negotiating and
managing access to their services, this imposed additional costs on rail freight operators.®

Pacific National submitted that a transition to harmonised safeworking, licencing and rolling-stock
conditions, amongst others, would aid the efficiency of rail freight, reduce operational complexity
and support future opportunities for investment.> Aurizon Coal and Bulk and the Rail Operator
Group also considered that there was benefit from improved harmonisation of the performance
metrics used by Australia’s freight rail networks.’ In particular, Aurizon Coal and Bulk considered
that, amongst other things, greater harmonisation reduced barriers to improving productivity and
increasing freight on rail.®

As such, Aurizon Coal and Bulk and the Rail Operator Group submitted that harmonisation was a
legitimate objective for the 2025 DAU.>? The Rail Operators Group submitted that it would welcome
a commitment by Queensland Rail to update users regularly on its actions and engagement with

forums related to interoperability and harmonisation.

We acknowledge that greater operational harmonisation between rail infrastructure managers may
reduce complexity and have benefits for rail operators and end users. However, it is not clear that
amending specific arrangements in the 2025 DAU to better align with those applied in another
jurisdiction will necessarily realise these benefits. As yet, no nationally consistent approach has been
agreed to, or adopted, by rail infrastructure managers with respect to these operational or reporting
arrangements. Queensland Rail considered that benefits arising from more consistent and
harmonised performance reporting would only arise if all other rail infrastructure managers adopted
the same measures.®'

Aurizon Coal and Bulk noted that while there were current national processes to promote
interoperability and harmonisation across rail infrastructure managers, there was no plan for any
agency to progress this. Aurizon Coal and Bulk and Rail Operators Group considered that there was
an opportunity for Australia’s economic regulators to improve harmonisation in the way in which
regulation was applied in the various jurisdictional frameworks. In particular, Aurizon Coal and Bulk
submitted that there were low-cost opportunities for improved harmonised access arrangements

52 For example, Queensland Rail (sub. 14, p. 6) submitted that the Australian Railway Association’s strategy for national
interoperability was the responsibility of an expanded interoperability working group including operators, rail
infrastructure managers and relevant supply chain members. In addition, the National Transport Commission is tasked with
delivering the National Rail Action Plan to harmonise standards, technology and operations for enhanced competitiveness
and sustainability of Australia’s rail system.

% Queensland Rail, sub. 14, pp. 5-6.

%4 Rail Operators Group, sub. 22, p. 3.

% Aurizon Coal and Bulk, sub. 24, pp. 5-7.

% Pacific National, sub. 7, p. 14.

57 Aurizon Coal and Bulk, sub. 2, p. 40; Rail Operators Group, sub. 15, p. 14.

% Aurizon Coal and Bulk, sub. 24, pp. 5-7.

57 Rail Operators Group, sub. 22, p. 3; Aurizon Coal and Bulk, sub. 24, p. 3.

0 Rail Operators Group, sub. 28, p. 6.

" Queensland Rail, sub. 14, pp. 5-8.
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across jurisdictions, including consistent performance reporting and an objective for rail
infrastructure managers to align network possessions where possible. ©?

Making amendments to the 2025 DAU does not prevent alternative regulatory arrangements being
considered and applied in other jurisdictions in future, given that each jurisdiction will individually
determine those arrangements. Therefore, an attempt to individually align regulatory arrangements
with other jurisdictions does not guarantee consistency between jurisdictions over time.

While we do not consider that requiring amendments to the 2025 DAU is an effective way to achieve
and guarantee greater operational harmonisation with other rail infrastructure managers, we
encourage Queensland Rail to work toward this objective in consultation with industry. Queensland
Rail submitted that it supported the Australian Railway Association (ARA) priorities, including

moving towards a national rail market and national interoperability, and that it was participating in
the initiatives supporting ARA's Rail Freight Strategy 2023-2025.%* We recognise that both
Queensland Rail and Aurizon Coal and Bulk supported the case for a more harmonised approach to
rail access regulation within Australia.®*

We have set out in the relevant chapters of this decision whether it is appropriate to require specific
amendments to Queensland Rail’s proposed 2025 DAU to facilitate improvements to productivity. In
the event that future harmonisation efforts are hampered by Queensland Rail’s access undertaking,
the undertaking can be amended.

Summary 2.2

It is appropriate to approve Queensland Rail's proposed application and scope of
the 2025 DAU (Part 1 of the 2025 DAU).

It is not appropriate to require amendments to the scope of the 2025 DAU to:

e include the provision of interstate services using the Acacia Ridge - Port of
Brisbane dual gauge link

e require Queensland Rail commit to greater consistency and harmonisation with
other rail infrastructure managers.

2.3 Other administrative matters

The 2025 DAU establishes transitional provisions (cl. 6.5), which provide for matters that have begun
or have been settled under AU2 to be considered under the AU2 regulatory arrangements or
continue to apply once the AU3 regulatory period begins.

Queensland Rail's proposed transitional arrangements in the 2025 DAU reflect those approved as
part of its 2020 access undertaking.

These transitional provisions provide for processes and agreements that are completed under the
regulatory framework to continue following the expiry of the 2020 access undertaking, giving
regulatory certainty to access seekers and access holders. Such certainty promotes the efficient use

2 Aurizon Coal and Bulk, sub. 24, pp. 3, 5-7; Rail Operators Group, sub. 22, p. 3.
% Queensland Rail, sub. 14, pp. 5-6.
4 Aurizon Coal and Bulk, sub. 2, pp. 10-11; Queensland Rail, sub. 14, p. 5.
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of Queensland Rail's network and appropriately balances the legitimate business interests of
Queensland Rail, access seekers and access holders.

We did not receive any stakeholder submissions in relation to Queensland Rail’s proposed
transitional arrangements.

The definitions of key terms in Part 7 of the 2025 DAU are, to the extent relevant, discussed in other
sections of this decision, where those terms relate to individual sections of Queensland Rail's 2025
DAU.

Summary 2.3

It is appropriate to approve Queensland Rail's proposed transitional arrangements
(cl. 6.5 of the 2025 DAU).
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3 Negotiation framework

Queensland Rail's 2025 DAU provides that the terms of access to the declared infrastructure be
negotiated between Queensland Rail and access seekers. The 2025 DAU also establishes a dispute
resolution mechanism, which applies to disputes arising under the undertaking or in relation to the
negotiation of access terms.®

Overview of the decision

Our decision is that it is appropriate to approve Queensland Rail's proposed negotiation
framework.%

Negotiation framework (Part 2 and Part 6) — summary

Proposal Clause QCA decision

Negotiation process

Queensland Rail proposed terms Part 2 It is appropriate to approve

and conditions for the negotiation Queensland Rail's proposed
process.?’ negotiation process. See section 3.2.
Stakeholders supported cl. 2.9 It is not appropriate to require
amendments to the ‘queueing amendments to the process for
mechanism’ that place an access prioritising access applications® that
holder at the start of the queue provide for an access holder to be
where it notifies Queensland Rail placed at the start of the queue

that it wishes to renew its access mechanism. See section 3.3.

entitlement.

Dispute resolution process

Queensland Rail proposed a dispute  cls. 6.1, 6.2 It is appropriate to approve
resolution mechanism unchanged Queensland Rail's proposed dispute
from the mechanism contained in its resolution mechanism. See section 3.4.
2020 AU.#

3.1 Overview of the negotiation framework

Part 2 of the 2025 DAU sets out the framework for negotiating access rights. It outlines key steps to
be undertaken as part of the negotiation process (see Figure 3) and the information parties may be
required to provide to as part of this process.”®

% Disputes about rights or obligations under agreements are to be dealt with in accordance with the provisions in those
agreements, rather than the dispute resolution mechanism in the 2025 DAU (2025 DAU, cl. 6.1.2(c)).

% However, we identified minor typological errors in the drafting of cls. 2.9.2 and 2.9.4(d), and a minor referencing error in cl.
2.9.1(c).

%’ Queensland Rail, sub. 1, part 2.

%8 Queensland Rail, sub. 1, cl. 2.9.

%9 Queensland Rail, sub. 1, cls. 6.1 and 6.2.

7% These steps include Queensland Rail's obligations to provide preliminary and capacity information (in conjunction with
Schedule A of the 2025 DAU) and access seekers' obligations to provide certain information in access applications (in
conjunction with Schedule B of the 2025 DAU).
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Figure 3: Key steps in the negotiation process

Access seeker submits an access application in accordance with cl. 2.1

Queensland Rail:
¢ acknowledges the receipt of an access application (cl. 2.3)
s provides an indicative access proposal in accordance with cl. 2.4

~
Access seeker gives its notice of intent to negotiate (cl. 2.5)

vy

N
Parties negotiate the terms of an access agreement in accordance with cl. 2.7

/

e

Access rights are granted to the access seeker when parties execute an access agreement (cl. 2.11) ]

The negotiation framework also outlines principles and procedures for:

e the disclosure and use of confidential information during negotiations”

e dealing with multiple access seekers that are seeking access rights relating to the same traffic
task”?

e determining how access applications will be prioritised if there are multiple access applications
from access seekers competing for limited available capacity’®

e thetreatment of an access application for renewing existing access rights.”

Part 6 of the 2025 DAU outlines a dispute resolution mechanism, which applies a staged approach
to resolving disputes (see Figure 4).7°

712025 DAU, cl. 2.2.

722025 DAU, cl. 2.6.

732025 DAU, cl. 2.9.

742025 DAU, cl. 2.10.

752025 DAU, cl. 6.1. The SAA contains a separate dispute resolutions mechanism that applies where disputes arise in relation
to an access agreement (see chapter 4).
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Figure 4: Staged approach to resolving disputes in the 2025 DAU

Representatives of the parties must first meet and use reasonable
endeavours to resolve the dispute

If unresolved, the dispute is escalated and senior representatives

of the parties are to use reasonable endeavours to resolve it

If the parties are unable to resolve the dispute, either party may
refer the dispute to the QCA to make a determination

Source: 2025 DAU, cls. 6.1.3 and 6.1.4.

Part 6 also sets out our obligations and procedures for making a determination in relation to a
dispute.”® Under the 2025 DAU, Queensland Rail is bound by any determination we make to resolve
a dispute.”’

3.2 Facilitating the negotiation of access terms

We consider that Queensland Rail’s proposed negotiation framework in the 2025 DAU adequately
facilitates access seekers’ and Queensland Rail's negotiation of the terms and conditions for access
to Queensland Rail's network.

The negotiation framework provides access seekers with clear guidance on what is required to
apply for access, and a level of certainty about the timeframes associated with negotiating access. In
this regard, the framework clearly outlines the steps of the negotiation process, the timeframes
associated with each of these steps, and the obligations for parties in negotiating access.”® For
instance, the framework specifies the information that parties are required to provide throughout
the negotiation process.

Furthermore, we consider that Queensland Rail's proposed negotiation framework provides for
Queensland Rail and access seekers to enter negotiations from an appropriately informed position.
The framework establishes the arrangements for parties to exchange information required to assess
the access rights sought and, ultimately, negotiate the terms of access.”” Amongst other things, the
2025 DAU specifies:

e preliminary and capacity information Queensland Rail is to provide access seekers (as outlined
in Schedule A of the 2025 DAU)®°

e information that access seekers should provide as part of an access application (as outlined in
Schedule B of the 2025 DAU)?’

762025 DAU, cl. 6.1.4 and cl. 6.2.

772025 DAU, cl. 6.1.4(b).

78 Aurizon Coal and Bulk considered that the relevant clauses could be presented more sequentially, in line with the
negotiation process (see sub. 2, pp. 51-52). We do not consider that rearranging the order in which the relevant clauses
are presented is necessary, or beneficial to access seekers.

77 Additionally, the 2025 DAU (cl. 2.2) establishes obligations for parties in relation to the treatment of confidential
information to support the provision of commercially sensitive information throughout the negotiation process.

802025 DAU, cl. 2.1.

812025 DAU, cl. 7.1 and Sch. B.
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e information to be provided by Queensland Rail as part of an indicative access proposal,
relating to the relevant operating characteristics, estimated access charges and associated
costs and asset values®

e Queensland Rail's obligations to provide information that is reasonably required by the access
seeker during negotiations, consistent with its obligations for negotiating access under the
QCA Act.®

Aurizon Coal and Bulk considered that Queensland Rail's standard response timeframes were not
compatible with the market demand for these services. Aurizon Coal and Bulk submitted that many
of its haulage opportunities required a rapid response, with timeframes for tender preparation
measured in weeks.®* It considered the following amendments would improve the timeliness of
information provided to access seekers:

e norequirement for an access application for timetabled MTP services to include advice on
specific train schedules, which would allow an indicative access proposal to be provided based
on the assumption that the path will be scheduled using existing available capacity®

e shorter indicative access proposal response times where it was assumed that the path will be
scheduled using existing available capacity, given Queensland Rail would not be required to
undertake capacity analysis at this stage of the process.?

Separately, Aurizon Coal and Bulk also considered that the 2025 DAU should be amended to not
require access seekers to finalise the operating plan before developing the interface risk
management plan.?” Aurizon Coal and Bulk considered that finalising the operating plan while the
interface risk management plan was being developed better reflected the iterative process
involved.8®

In response, Queensland Rail considered that it was fair and reasonable to require an access seeker
to provide a complete access application to allow Queensland Rail to complete its assessment of
available capacity. Queensland Rail submitted that the availability of capacity was a key element of
an indicative access proposal and was important in determining if a future access agreement would
be feasible and able to be implemented by the access seeker’s target start-up date.®

We consider that Queensland Rail's proposed negotiation framework provides for parties to be
appropriately informed at each stage of the negotiation process. The benefits of a clear framework
are that:

e  negotiating parties can decide whether to progress to the next stage of negotiations
e the correctinformation can be used in finalising access terms and policy documents.

We consider that this is in the legitimate interests of Queensland Rail and access seekers.

Nonetheless, we acknowledge the importance of the timely provision of information for access
seekers. Importantly, the negotiation framework provides for Queensland Rail to be responsive to
the requests and timeframes of specific access seekers, where this is possible. Queensland Rail
submitted that an indicative access proposal could be qualified with various assumptions where
required, with the intent that those assumptions be resolved during the negotiation period should

822025 DAU, cl. 2.4.2.

832025 DAU, cl. 2.7.2 (a).

84 Aurizon Coal and Bulk, sub. 2, p. 34. Furthermore, Aurizon Coal and Bulk considered that uncertainty around the specific
scheduled paths to be applied means that information on access pricing is often not available prior to the requirement for
it to propose rail haulage commercial terms to customers.

8 |n these circumstances, the specific path would need to be confirmed through the negotiation period.

86 Aurizon Coal and Bulk, sub. 2, pp. 4, 34.

872025 DAU, cl. 2.7.2 (a)(iii)(B).

8 Aurizon Coal and Bulk, sub. 2, p. 51.

8 Queensland Rail, sub. 14, pp. 30-31.
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the operator wish to progress on this basis. Queensland Rail submitted that it had provided
preliminary information to access seekers on numerous occasions.”

The 2025 DAU also provides for Queensland Rail to cease negotiations in certain circumstances,
which we consider appropriately balances the legitimate interests of Queensland Rail and access
seekers.”” Queensland Rail may cease negotiations with an access seeker where:

e an access seeker fails to comply with provisions of the undertaking

e an access seeker has concurrent requests for access that Queensland Rail reasonably believes
to be duplicate requests for access

e  an access seeker does not satisfy prudential requirements

e Queensland Rail considers an access seeker has no reasonable likelihood of using the
requested access rights or complying with an access agreement

e  Queensland Rail considers the proposed access rights sought may adversely affect the safety of
passenger train services."?

We note that Queensland Rail's proposed negotiation process is, except for proposed amendments
to the queuing mechanism, unchanged from the framework in its 2020 AU.

Queensland Rail submitted that no disputes had been lodged in relation to the negotiation process.
This indicated to Queensland Rail that the majority of access seekers were reasonably satisfied with
the information and process that Queensland Rail provided.”® Pacific National did not consider that
the fact there had not been any disputes lodged meant that access seekers were satisfied with
Queensland Rail's performance and processes™ — but did not oppose our draft decision on this
matter.”

Supporting negotiations and constraining Queensland Rail’s
market power

We do not consider that amendments to the negotiation framework in the 2025 DAU are required
to further support negotiations between Queensland Rail and access seekers.

Aurizon Coal and Bulk considered that the 2020 access undertaking had not been effective in
supporting genuine negotiations for access — with Queensland Rail continuing to exercise market
power in its access negotiations for services where no reference tariffs applied.” In support of this,
Aurizon Coal and Bulk, Glencore and Centrex submitted that the costs of operating and maintaining
the Mount Isa line were comparably higher than other rail corridors for transporting containerised
products and had increased significantly in recent years.”” Moreover, stakeholders submitted there
had been a decline in operational performance. For instance, Aurizon Coal and Bulk submitted that

%% Queensland Rail, sub. 14, pp. 30-31.

7! Aurizon Coal and Bulk (sub. 2, p. 52) questioned whether a clause that explicitly provided for Queensland Rail to cease
negotiation if it believed the proposed operation might adversely affect a passenger service was necessary. Aurizon Coal
and Bulk considered that should Queensland Rail assess the risk of an operation to be above the level it was willing to
accept and identified no adequate controls as part of a standard interface risk assessment, the effect would be the same.
While it may be argued that the 2025 DAU already provides for Queensland Rail to cease negotiations in these
circumstances, we consider that it is reasonable and provides regulatory certainty, if Queensland Rail clearly specifies those
circumstances where it may cease negotiations with an access seeker.

922025 DAU, cl. 2.8.

% Queensland Rail, sub. 14, p. 29.

74 Pacific National considered that another interpretation of the lack of formal disputes was that access seekers first used
escalations and influence to resolve issues, rather than opting for official dispute mechanisms. Pacific National submitted
that the formal dispute process was often the last alternative used by access seekers, noting it could be a costly process as
it required organisations to obtain external legal advice for any disputes.

% Pacific National, sub. 20, pp. 15-16.

96 Aurizon Coal and Bulk, sub. 2, pp. 12-13.

97 Aurizon Coal and Bulk, sub. 2, pp 16-18; Centrex, sub. 10, pp. 3-4; Glencore, sub. 11, pp. 3-5.
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corridor velocity” and availability” had declined.’® The Rail Operators Group also submitted that

its members observed there had been a deterioration in transit times.?’

Pacific National considered that access charges on the North Coast line were not commensurate
with the condition of the lines nor the performance levels required to operate an effective rail freight
market."%?

In response, Queensland Rail considered that the cost comparisons presented by stakeholders did
not account for characteristics such as geographical location, traffic density and the types of
containerised freight being transported. Furthermore, the cost information did not account for
inflation or the effects of changing volumes on the network. In relation to operational performance,
Queensland Rail submitted that the largest portion of transit time delays and train cancellations over
the past five quarters were due to above-rail rather than below-rail causes. Queensland Rail also
submitted that there had been a negligible change in the total distance of temporary speed

restrictions over the last five years.'%

We consider that Queensland Rail has an incentive to attract, and negotiate access with, access
seekers that are willing to pay access charges that recover at least the incremental costs incurred by
Queensland Rail in providing access to its network. Any revenue generated from a customer above
this level will contribute to the recovery of the substantial fixed costs associated with operating and
investing in the network.

For those systems that do not have a reference tariff, overall we do not consider that Queensland
Rail is able to generate expected revenue for the provision of access that is in excess of the efficient
costs it incurs in providing access to access holders.' The Department of Transport and Main
Roads provides transport service contract payments to support Queensland Rail’s provision of rail
infrastructure for the majority of its systems as they are not financially viable based solely on access
revenue.'® While access revenues on the Mount Isa line largely cover incremental operating costs, it
does not generate sufficient access revenues to cover the total economic cost of providing the

service.'%

Where this is the case, we consider that Queensland Rail has an incentive to reduce inefficiencies on
the network, given it may not be able to pass on all of the costs it incurs to access holders when
negotiating the terms of access. For instance, Queensland Rail submitted that access charges on the
Mount Isa line had not increased in real terms for several years.’”” Queensland Rail submitted that
even where costs had increased (for instance, due to rising materials prices and labour shortages)

there had been no transfer of cost increases to users on the Mount Isa line. %8

% Aurizon Coal and Bulk submitted that in recent years there had been an increase in the distance of the Mount Isa line that
was subject to speed restrictions and sectional run times.

% Aurizon Coal and Bulk submitted that Queensland Rail had restricted access to the corridor for 4 weeks a year in a recent
access agreement renewal (reducing the provision of pathing from 52 weeks to 48 weeks per annum).

19 Aurizon Coal and Bulk, sub. 2, pp. 18-19.

107 Rail Operators Group, sub. 15, p. 4.

102 pacific National, sub. 13, p. 5.

193 Queensland Rail, sub. 14, pp. 19-20, 23.

1% |ncluding a return on investment commensurate with the regulatory and commerecial risks involved.

195 Queensland Rail, sub. 14, p. 16. In 2022-23, Queensland Rail reported $190 million in total access revenue, against
operating expenses of over $409 million for its regional network.

1% Queensland Rail, sub. 14, pp. 17-18. The return on assets is calculated on an asset value of up to $331 million (as at 30
June 2023) as compared to an economic value of more than $1.4 billion as estimated by Queensland Rail using a DORC
methodology. While we have not conducted a valuation of the Mount Isa line, we note it is approximately 3 times as long as
the West Moreton system, which has a regulatory asset base of more than $500 million (see section B.5 of this decision).
The Mount Isa line is rated at a 20-tonne axle load, while the West Moreton axle load is 15.75 tonnes.

97 Queensland Rail submitted that standard access charges for bulk mineral concentrates and intermodal freight on the
Mount Isa line had only increased by CPI since FY18, except for in July 2019, where intermodal access charges were
reduced by 5.2% in real terms.

1% Queensland Rail, sub. 14, pp. 20, 22.
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Moreover, the 2025 DAU provides for access seekers to refer a dispute that arises in negotiating the
terms of access to us to make a determination. As outlined in section 3.4, Queensland Rail’s
proposed dispute resolution mechanism provides for disputes to be resolved in a fair and timely

manner.'%?

Centrex and North West Phosphate considered that Queensland Rail should be required to publish
floor and ceiling prices to improve transparency and aid the price differentiation process.’® North
West Phosphate submitted that junior miners currently suffered from information asymmetry and
were thus at a distinct resource disadvantage in contract and price negotiations. Glencore also
considered that Queensland Rail should be obliged to publish details of how it had calculated the
efficient incremental cost of providing its service, as well as the ceiling price."" MMG submitted that
the additional transparency afforded by the disclosure of this information to access seekers would

assist the negotiation process.'"?

We consider that Queensland Rail’s proposed negotiation framework provides for Queensland Rail
and access seekers to enter negotiations from an appropriately informed position. Queensland Rail
is to provide an initial estimate of the access charges at this stage of the negotiation process,
including the methodology for calculating access charges. As part of an indicative access proposal,
Queensland Rail is also to outline:

e the cost of providing the access, including the capital, operating and maintenance costs
(consistent with s. 101(2)(b) of the QCA Act)

e assetvalue including the valuation methodology (consistent with s. 101(2)(c) of the QCA Act).""®

Together, these information requirements provide for all access seekers to know how the access
charges are calculated and whether the estimated access charges are within the floor and ceiling
revenue limit as prescribed (cls. 3.2.2-3.2.3). Therefore, we do not consider that the additional
disclosure of the floor or ceiling prices will necessarily assist the negotiation process.

Summary 3.1

It is appropriate to approve Queensland Rail’s proposed negotiation process (Part 2
of the 2025 DAU).

199 Glencore (sub. 11, pp. 3-5) submitted that there was currently no opportunity to challenge Queensland Rail's assumed
WACC for non-reference services. Glencore also considered that Queensland Rail had sought to recover costs for capital
projects where Glencore doubted the efficiency of undertaking those projects or they had not actually been developed.
We consider that access seekers are able to challenge such matters as part of negotiating the level of access charges and
have the ability to refer a dispute to us to make a determination where such matters cannot be resolved.

110 Centrex, sub. 10, p. 4; North West Phosphate, sub. 6, p. 2. Mount Isa Line Users (sub. 17, p. 2) and MMG (sub. 18, pp. 3-4)
supported Centrex’s and North West Phosphate’s submissions on these matters.

" Glencore, sub. 11, pp. 4-5. Glencore submitted that past attempts to use the legislative rights to information under the
QCA Act have failed to produce any material additional transparency.

12 MMG, sub. 18, pp. 3-4.

3 Where a reference tariff does not apply (2025 DAU, cl. 2.4.2 (d), (e)).
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3.3 Arrangements for prioritising access applications

Queensland Rail's proposed negotiation process includes the following arrangements for
prioritising the negotiation of access applications:

e aqueuing mechanism that establishes how access applications are to be prioritised where it is
not possible for Queensland Rail to fulfil requests for access rights from multiple access
seekers™*

e  provisions that prioritise access holders looking to renew access rights over new access

seekers, when negotiating access.

Queensland Rail proposed changes to the queuing mechanism provisions that it considered
simplified the drafting but retained the principles outlined in the 2020 access undertaking.'™

We consider that Queensland Rail’s proposed queuing mechanism provides a consistent, non-
discriminatory and transparent framework for prioritising access applications where capacity
constraints exist.

The principles and procedures for establishing a queue remain consistent with those outlined in
Queensland Rail's 2020 access undertaking. Queensland Rail should:

e identify whether an access application is to be placed in a queue

e notify the access seeker that its application is a queued access application and identify its
position in the queue

e  establish the order of the queue based on the date that Queensland Rail receives the

applications.™®

The 2025 DAU provides for Queensland Rail to change the order of the queue in certain

circumstances.'”’

The 2025 DAU queuing mechanism does not apply to access holders who are seeking to renew
access rights that are about to expire."® Instead, access holders who are renewing access rights will
be given priority over a new access seeker in negotiating an access agreement, where they are
competing for the same access rights.””

Aurizon Coal and Bulk and Pacific National considered that the proposed queuing mechanism may
affect the ability of existing access holders to renegotiate contracted paths in order to maintain the
continuity of their business. Aurizon Coal and Bulk submitted that the queuing mechanism may give
an access seeker priority over an access holder looking to renew its access entitlement, simply
because of the order that the applications are received.'®

1142025 DAU, cl. 2.9.

"> Queensland Rail, sub. 1, p. 60. Queensland Rail proposed simplified drafting for the queuing mechanism to make clear
that where there were multiple applications for the same traffic task, those applications would be regarded as a single
access application for the purpose of the queue (see 2025 DAU, cl. 2.9.2). Queensland Rail would assign the same position
in any applicable queue where the customer had not yet nominated an alternate access seeker.

1162025 DAU, cl. 2.9.3 (a), (b).

1172025 DAU, cl. 2.9.4(b). These circumstances include where the parties end the negotiation of access rights, in accordance
with the 2025 DAU; the change is required for compliance with the 2025 DAU; Queensland Rail prioritises an application
from a coal-carrying train services (using West Moreton) for an access agreement of at least 10 years ahead of an
application seeking a term less than 10 years; and Queensland Rail prioritises an application from other train services
based on the present value of contribution to common costs.

1182025 DAU, cl. 2.9.1(c).

192025 DAU, cl. 2.10.

120 Aurizon Coal and Bulk, sub. 2, p. 35; Pacific National, sub. 13, p. 7. The Rail Operators Group (sub. 28, p. 14) also
submitted that the 2025 DAU queuing framework may have unintended consequences for existing rail operators or access
holders, in terms of the ability to renegotiate for currently contracted paths — the formulaic ‘order of application’ queuing
process may force Queensland Rail to allocate that path to the access seeker, rather than allowing the existing access
holder continuity of service.
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Aurizon Coal and Bulk, the Rail Operators Group and Pacific National all considered that to address
this, the 2025 DAU should also provide for Queensland Rail to place an access holder at the start of
the queue, where an access holder provides notification that it wishes to renew its access
entitlement within 120 days of its access agreement expiring."?" Aurizon Coal and Bulk considered
that this approach:

e  provides for Queensland Rail to continue to have the right to re-order the queue

e provides additional confidence to access holders around their ability to negotiate for renewal
of their access rights

e does not detract from Queensland Rail's legitimate business interests in renegotiating access
charges in accordance with an approved access undertaking, or in preferencing allocation of

the capacity to a different access seeker who places a higher value on the capacity.'?

The Rail Operators Group considered that this would provide stronger certainty for existing access
holder around business continuity beyond the term of the access agreement.’?® Pacific National
submitted that rail operators needed a level of certainty so they could invest with confidence and

provide some assurance to end customers about continuity of service.”®*

Queensland Rail submitted that it was prepared to consider the request for a preferential queuing
position, subject to stakeholders considering a minimum contracting term for that position to
apply.’® Queensland Rail stated that there had been an increasing trend towards short-term
contracts for general freight, providing no certainty for Queensland Rail to facilitate efficient
management of the network. Moreover, Queensland Rail considered that an automatic preferential

queuing position created a disincentive for access holders to enter into long-term contracts.'?

The Rail Operators Group submitted that it did not consider it reasonable to link the first in queue’
provision to long-term access agreements, given the take-or-pay and relinquishment fee risks linked

to long-term contracts.'?’

Access holders and access seekers are best placed to manage their contractual positions. We
consider that the renewal provisions outlined in the 2025 DAU provide sufficient certainty, by
applying a non-discriminatory, transparent and balanced approach for users to manage contractual
positions over time. As such, we consider that Queensland Rail's proposed renewal arrangements
promote the efficient use of the network (s. 138(2)(a)).

Furthermore, we consider that additional provisions that place an access holder at the start of a
queue to negotiate available capacity may not incentivise users to effectively manage their
contractual positions over the long run. This may have implications for the efficient operation of, and
investment in, the declared service.

As such, we consider that Queensland Rail's proposed renewal provisions in the 2025 DAU
appropriately balance the legitimate business interests of Queensland Rail, access holders and
access seekers.

121 Aurizon Coal and Bulk, sub. 2, pp. 4, 35-36; Pacific National, sub. 13, p. 7; sub. 20, p. 5; Rail Operators Group, sub. 22,
p. 11. The Rail Operators Group (sub. 22, p. 11) also submitted preliminary drafting amendments to the 2025 DAU that it
considered would address stakeholder concerns.

122 Aurizon Coal and Bulk, sub. 2, pp. 4, 35-36.

123 Rail Operators Group (sub. 22, p. 11) considered this to be reasonable where Queensland Rail had greater rights to
remove or reschedule paths that were not being reliably utilised.

124 Pacific National; sub. 20, p. 5.

125 The Rail Operators Group (sub. 28, p. 14) submitted that Queensland Rail did not support amendments to renewal rights
and was only prepared to consider them for long-term access agreements, suggesting 10 years as the minimum term for
renewal rights for coal producers.

126 Queensland Rail, sub. 27, p. 57.

127 Rail Operators Group, sub. 28, p. 14.
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New Hope and Yancoal considered that existing users in the West Moreton system should have
stronger renewal rights than those proposed in the 2025 DAU.'? However they said in submissions
on our discussion paper that they were prepared to accept not having renewal rights. We discuss
this matter in Appendix B (section B.4.4) as part of our consideration of appropriate access terms for
the West Moreton system.

Summary 3.2

It is not appropriate to require amendments to the process for prioritising access
applications (cl. 2.9 of the 2025 DAU) that provide for an access holder to be placed
at the start of the queuing mechanism.

3.4 Dispute resolution mechanism

While the 2025 DAU facilitates negotiation between access seekers and Queensland Rail, disputes
between the parties may still arise. An effective dispute resolution mechanism is an important
element of the negotiation framework.

We consider that Queensland Rail’s proposed dispute resolution mechanism in the 2025 DAU
promotes successful negotiations and makes parties accountable for their conduct under the access
undertaking.

The mechanism outlines procedures for a dispute to be raised and then resolved between the
parties. Where a dispute remains unresolved, the relevant parties may refer that dispute to us for a
determination, providing for the dispute to be resolved in a timely manner.'? When disputes are
resolved in a fair and timely way, parties can be confident that negotiations will proceed in a
meaningful manner in accordance with the intent, obligations and processes of the undertaking.

Queensland Rail's proposed dispute resolution mechanism provides certainty as to the binding
nature of our determinations, including orders as to the payment of costs."° This will increase
stakeholder confidence that disputes will be resolved in a fair and timely manner. This is in the
interests of all potential disputing parties and will promote the efficient use of the declared service

(ss. 138(2)(a), (b), (e) and (h)).

We note that Queensland Rail’s proposed dispute resolution mechanism is unchanged from the
mechanism in its 2020 AU.

Pacific National considered that the following amendments to Queensland Rail's proposed dispute
resolution mechanism would facilitate a more efficient and less costly dispute resolution process:

e reducing the timeframes for dispute escalation
e including a mediation or conciliation step prior to a dispute being referred to us for a
determination

128 New Hope, sub. 5, p. 26; Yancoal sub. 9, p. 21; sub. 23, p. 9.

129 A dispute may also be referred directly to us if a party fails to comply with the requirements to use reasonable endeavours
to resolve the dispute according to the resolution by escalation procedures in cl. 6.1.3.

130 The 2025 DAU requires that before a QCA determination commences, all parties agree in a legally binding way to be
bound by the determination.
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e  setting an expectation around the timing around our determination on a dispute, such as
outlining a timeframe for making a determination.’"

We consider Queensland Rail's proposed timeframes applying to each stage of the dispute

resolution process'®

provide parties with sufficient opportunity to attempt to resolve a dispute in a
timely manner, before being able to refer that dispute to us for a determination. A reduction in
these timeframes may limit opportunities for parties to resolve the dispute before it is escalated or

referred to us for a determination.

Queensland Rail's proposed dispute resolution mechanism provides sufficient opportunity for
parties to resolve a dispute. Parties are to use reasonable endeavours to resolve a dispute as it is
escalated to senior representatives. The ability to then refer that dispute to us for a determination
provides further incentive for parties to resolve a dispute.

Within the dispute resolution process, it is always open for the parties to voluntarily engage in
mediation. However, requiring that an additional step of mediation be included in the dispute
resolution mechanism may simply increase the costs and timeframes associated with resolving a
dispute.

We also do not consider it appropriate to restrict our decision-making process to resolve a dispute.
While we seek to resolve disputes in a timely manner, restricting our decision-making process may
have implications for our ability to effectively resolve a dispute and for our obligations to provide
natural justice — which is not in the interests of the relevant parties.

Summary 3.3

It is appropriate to approve Queensland Rail’s proposed dispute resolution
mechanism (cls. 6.1 and 6.2 of the 2025 DAU).

131 Pacific National, sub. 7, pp. 19-21.

132 |n accordance with cl. 6.1.3 of the 2025 DAU, following a dispute notice, the relevant parties have 5 days to meet and use
reasonable endeavours to resolve the dispute before the matter is escalated to senior representatives of the parties. The
senior representatives then have 10 days to use reasonable endeavours to resolve the dispute before the matter is
escalated to each party’s chief executive officer. If the matter is not resolved within 10 days from the date it is referred to
each party’s chief executive officer, the parties may refer that dispute to us for a determination.

Queensland Rail 2025 draft access undertaking m



4 Standard access agreement

An access agreement is an agreement between Queensland Rail and an access holder regarding
access to Queensland Rail’s network. Part 2 of the 2025 DAU sets out the provisions for developing
and executing an access agreement. Schedule H of the 2025 DAU provides a standard access
agreement (the proposed SAA) that contains the standard terms and conditions on which

Queensland Rail proposes to provide access to its declared networks for all access seekers.®

Overview of the decision

We consider it is appropriate for Queensland Rail to make some amendments to the proposed SAA.
The way in which we consider it is appropriate to amend the proposed SAA is outlined in Appendix
F.

Standard access agreement - summary

Proposal SAA clause QCA decision

Insurance provisions

Queensland Rail proposed amending the cl. 16.1 It is appropriate to require

responsibility for holding insurances additional amendments to the

covering an operator’s associates, agents proposed SAA to provide greater

and other third parties to require that the clarity on the responsibility of

third party, rather than the operator, operators' third parties to maintain

maintain required insurances. required insurances. See section
4.3.

Stakeholders supported amendmentsinthe  cls. 13.2, 16.1,  Itis appropriate to require

following areas: 16.3, 16.4and  amendment of these provisions to

e claim limitations 16.9 improve their workability and

e indemnification requirements clarity, or to reflect the parties

¢ coverage and deductible levels consensually balanced risks. See

e insurer eligibility standards section 4.3.
e requirements for coverage
reductions
e notification of insurance claims.
Stakeholders supported specifically cl.16.3 It is not appropriate to require an
recognising captive insurance companies as amendment to specifically provide
an eligible insurer. for the use of captive insurance

companies. See section 4.3.

Assignment of Queensland Rail’s rights

Queensland Rail proposed providing for cl. 221 It is appropriate to require
assignment of its rights under an access additional amendments that
agreement in circumstances where it would provide greater procedural

cease to have a right to operate all or part of certainty and balance parties’

the network. interests regarding assignment of

133 References to clauses and schedules in this chapter are to the proposed SAA in Schedule H of the 2025 DAU, unless
otherwise specified.
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Proposal SAA clause QCA decision

Queensland Rail’s rights. See

section 4.4.
Network utilisation and performance
Stakeholders supported amending cls. 21.2,21.3 It is not appropriate, at this time, to
requirements for train path rescheduling, and Sch. 5, cl. require amendments to the
path resumption and individual performance 1 proposed SAA to incorporate
indicators to enable improved network further mechanisms that seek to
utilisation and reporting. facilitate improvements in network
utilisation and performance. See
section 4.5.
Dispute resolution process
Stakeholders supported amending the cl. 19.2 It is appropriate to require an
dispute resolution process in the proposed amendment of the proposed SAA
SAA to align with the escalation timeframes to reduce the timeframe provided
and processes in the 2025 DAU. for Chief Executive Officer (CEO)

resolution of disputes under an
access agreement. See section 4.6.

4.1 Introduction

An SAA represents an indicative contractual agreement between Queensland Rail and each access
holder. Therefore, it should, before parties negotiate and finalise terms, offer a reasonable or
broadly acceptable allocation of responsibilities, obligations and risks."* Access agreements must

be consistent with the terms of the SAA, unless the parties agree otherwise.'®

In our draft decision on the proposed SAA, we identified a broad range of areas where amendments
to the provisions of the proposed SAA may be appropriate, and we encouraged all parties to
discuss these issues and, where possible, reach consensus on them. As noted in our draft decision,
amendments settled through negotiation are preferable, as stakeholders are best placed to manage
and allocate risks among themselves. As such, we are inclined to support consensus positions as
being consistent with section 138(2) of the QCA Act, with our focus being on whether stakeholders
not privy to the negotiations are being disadvantaged.'¥

In response to our request for collaborative submissions on our draft decision, we received
submissions reflecting consensus between Queensland Rail and users on various issues related to
the proposed SAA. Specifically, parties identified consensus positions on particular insurance terms,
the dispute resolution process and assignment of Queensland Rail’s rights in the proposed SAA. In
addition, the submissions outlined a number of unresolved issues where the parties advised that
they were yet to reach consensus but were continuing or intend to engage with each other.

134 As noted in our draft decision and discussion paper, we consider it appropriate to place weight on whether the
proposed SAA appropriately allocates existing responsibilities and obligations between the rail operator and the end user;
and whether the risk that each party bears is justifiable and appropriate.

1352025 DAU, cl. 2.11.2(a).

136 We must also consider the effect of these positions on all stakeholders, including train operators, future access seekers
and non-coal traffics, who are not necessarily represented by the parties that developed the consensus positions. Our
broader considerations also include the public interest. Accordingly, while the existence of stakeholder-consensus
positions is persuasive, it is not decisive.
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As outlined in our discussion paper, after giving further consideration to these matters, including
areas of consensus and non-consensus, and having regard to the criteria in section 138(2) of the
QCA Act, we have:

o identified drafting amendments that we consider would improve the workability and clarity of
- the insurance provisions in the proposed SAA
- the assignment of Queensland Rail’s rights under an access agreement
- the dispute resolution framework in the proposed SAA

o identified areas that are best addressed through negotiations between Queensland Rail and
individual access holders

o noted that the mechanisms to improve overall network utilisation and performance are best
placed in an access undertaking, rather than being specified in individual access agreements.

4.2 Overview of the proposed SAA

Access agreements form the contractual basis (between Queensland Rail and an access seeker) for
the granting and use of access rights to Queensland Rail's network. Notably, access agreements:

e  contain the agreed terms and conditions of access to the network

e  setoutthe respective rights and obligations of each party

e underpin the access rights and operation of train services on the network

e typically include areas such as access and operational rights, payment obligations, risk and
indemnities, liabilities, insurance matters, disputes and assignments.

The proposed SAA is consistent with the SAA approved as part of AU2, with the exception of two
changes involving:

e the responsibility for insurance coverage of operators’ associates and other insured parties
e the circumstances in which Queensland Rail may assign its rights to another party.

In general, we consider that the proposed SAA establishes a reasonably balanced framework for the
provision of access to Queensland Rail's network. However, we consider that certain amendments

are appropriate, as outlined below.™’

4.3 Insurance provisions

The insurance provisions in the proposed SAA establish a predictable and transparent framework
regarding insurance matters, including:

e  operators’ and access holders’ respective obligations to maintain and comply with relevant
insurances

e insurer eligibility standards

e  essential terms and conditions

e  disclosure requirements

e claims notification requirements.'®

37 We consider that amendments that we have identified to particular provisions should include any other consequential
amendments that may be necessary to give effect to the proposed amendment.
138 Clause 16.
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The insurance provisions proposed by Queensland Rail are consistent with those outlined in the

SAA approved for the AU2 regulatory period, with the exception of a change to the responsibility

for coverage of operators’ associates.

In general, we consider that the insurance provisions proposed by Queensland Rail appropriately

balance the allocation of insurance-related responsibilities and risks between Queensland Rail and

users. However, we consider that amendments to certain insurance provisions in Queensland Rail’s

proposed SAA are appropriate to improve the workability of these provisions (see Table 1).

Table 1: Stakeholder submissions and QCA position — insurance

Stakeholder submission QCA position

Queensland Rail proposed requiring operators to
ensure that their associates, agents, consultants,
contractors and their subcontractors take out their
own insurances (compliant with cl. 16), rather than
requiring operators to maintain insurances
covering these parties."”’

Stakeholders generally did not oppose this
proposal in principle.'*® However, several
stakeholders expressed concern that the
proposal, as currently drafted, was:

o unduly burdensome and unfeasible™’

. uneconomic and inefficient for operators to
fulfill'#2

o vague in regard to certain terminology'*?

. excessive in scope.*

We consider it important that insurances
adequately cover an operator’s associates,

agents, consultants, contractors and their
subcontractors — as this helps to avoid critical
gaps in coverage against public liability and other
injury or damage claims. Appropriate allocation of
responsibility for maintaining this coverage also
supports operational efficiency objectives, as it
allocates insurance risk to the parties best placed
to manage this risk.

However, we consider that the drafting of

cl. 16.1(b) of the proposed SAA may impose
impracticable requirements on operators as it is
not evident that they have, or can acquire,
requisite knowledge of third parties’ insurance
risk profiles to obtain suitable coverage.

Queensland Rail and the Rail Operators Group
collaboratively proposed amended drafting for

cl. 16.1(b) that requires operators to use their best
endeavours to engage third parties on terms that
require those parties to hold insurance policies of
the same type and value that the operator must
hold.” Yancoal and New Hope also supported
these proposed amendments.'*

139

Queensland Rail, sub. 1, p. 66. Clause 16.1 sets out the operator’s obligation to obtain and maintain insurance, including a

requirement for public liability and other insurance that covers the operator and each of its agents, consultants, contractors

and their subcontractors.

140 Aurizon Coal and Bulk, sub. 2, p. 52; New Hope, sub. 5, pp. 29-30 and sub. 19, p. 11, Yancoal, sub. 9, p. 30.

%1 Pacific National, sub. 7, pp. 24-25 and sub. 20, p. 6. Pacific National suggested that it was beyond the logical remit of a rail
operator to judge whether the relevant insurances were ‘sufficient to protect the interests’ of the insured party, as required
under the proposal.

%2 New Hope, sub. 5, pp. 29-30; Yancoal, sub. 9, p. 30. These parties suggested that there might be efficiencies in requiring
sub-parties to obtain separate cover only to the extent that they were not covered by the operator’s insurance.

143 Pacific National, sub. 7, pp. 24-25 and sub. 20, p. 6 (regarding the term ‘ensure’); Yancoal, sub. 9, p. 30 (regarding the
term ‘sufficient insurance’).

%4 New Hope, sub. 5, pp. 29-30; Yancoal, sub. 9, p. 30. New Hope and Yancoal each submitted that the proposed
amendments appeared to extend beyond the stated rationale and included other insurances referred to in cl. 16, rather
than just the insurances identified in cl. 16(a)(iv) and (vi). Both parties suggested revisions to the proposed amendment to
address these concerns.

5 Queensland Rail, sub. 27, Att. 2; Rail Operators Group, sub. 28, p. 23.

14 Yancoal, sub. 29, p. 9; New Hope, sub. 26, p. 7.
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Stakeholder submission

QCA position

We consider that these amendments improve the
workability of this provision and are in users’
interests, by allowing operators more flexibility as
to whether they cover third parties under their
insurance policy or require those parties to have
their own insurance in place. It is appropriate to
require amendments to cl. 16.1(b) that oblige the
operator to use its best endeavours to engage
third parties on terms that require those parties to
hold insurance policies of the same type and
value that the operator must hold.

Clause 13.2(a) of Queensland Rail’s proposed
SAA bars claims' between parties unless notice
and full details of the claim are provided within
the prescribed one-year period.

Pacific National considered that such a provision
could be construed as requiring indication of a
quantum or final amount that might not be
determinable within one year from the occurrence
and suggested eliminating the requirement to
provide full details of a claim.’*

We consider that timely provision of information
relating to the details of a claim is consistent with
providing for contentious matters to be
expeditiously brought forward for formal
resolution. Expeditious resolution of claims is in
the interests of all parties.

To remove any ambiguity associated with the
drafting of this provision, we consider it is
appropriate to require that cl. 13.2(a) of the
proposed SAA be amended to clarify that only
information ‘to the extent known’ be required to
be provided by the parties.’’ Queensland Rail
and the Rail Operators Group each confirmed in
their collaborative submissions that they support
this amendment, and we consider the parties’
consensus on this issue to be aligned with users'
interests in improving procedural certainty
regarding the claims process."™®

Clause 16.9(b) of Queensland Rail's proposed
SAA provides for payment, in specified
circumstances, of insurance monies to
Queensland Rail ‘commensurate with the amount
to be paid out by Queensland Rail in relation to
the damage’.

Pacific National proposed amending cl.16.9(b) to
clarify the requirement of access holders and
operators to pay insurance monies to Queensland
Rail upon settlement of an insurance claim
covering damage to the network.'’

Access holders’ and operators’ insurance
coverage for network damage is limited to the
insured’s legal liability for causing or contributing
to the damage and is subject to the loss
adjustment process. Recognising these
constraints, we consider that access holders and
operators are not positioned to agree on behalf
of their insurers to an amount on which
Queensland Rail settles a damage claim until the
claim is finalised."?

To remove any ambiguity associated with the
drafting of this provision, we consider it is

147 As defined in cl. 28.1 of the proposed SAA.
148 Pacific National, sub. 7, p. 24.

%9 The following stakeholders supported amending the provision in this manner: Pacific National, sub. 20, pp. 5-6; Rail

Operators Group, sub. 22, p. 14; New Hope, sub. 19, p. 11.

50 Queensland Rail, sub. 27, Att. 2; Rail Operators Group, sub. 28, p. 22.

51 Pacific National, sub. 20, pp. 9-10.

152 Pacific National submitted (sub. 20, p. 10) that ‘[t]he insurance of the Access Holders and Operators that cover damage to
the Network is limited to covering the insured’s legal liability for causing or contributing to such damage and is otherwise

subject to the loss adjustment process.’
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Stakeholder submission QCA position

appropriate to remove reference to
‘commensurate with the amount to be paid out by
Queensland Rail in relation to the damage' in

cl. 6.9(b).

A number of stakeholders submitted that further amendments to the insurance provisions in the
proposed SAA were appropriate. These amendments included:

e amending the coverage and deductible levels of insurances in clause 16.1(a)"™?

e amending the eligibility standards for access holders’ and operators’ insurers in clause 16.3%*

° amending the terms for exclusions, endorsements or alterations that reduce cover levels in
clause 16.4(b)"%>

e  providing greater specificity regarding access holders’ and operators’ obligations to apprise
Queensland Rail of insurance claims under their insurances in clause 16.9(a).”¢

In considering whether amending these provisions appropriately balances the legitimate business
interests of Queensland Rail, access seekers and access holders, we note that these amendments

reflect consensus positions reached by Queensland Rail and a number of stakeholders.™’

While applying these amendments to the proposed SAA may increase Queensland Rail’s exposure
to risk, we recognise that the amendments may be in the interest of access seekers.

As such, we would be minded to approve an SAA that is amended in this manner, given that

Queensland Rail is best placed to assess its exposure to risk with respect to these matters and

outline the terms of access that it determines are acceptable.’™®

153 Aurizon Coal and Bulk, sub. 2, p. 52; Pacific National, sub. 7, pp. 24-25 and sub. 20, pp. 6-7; Rail Operators Group, sub.
22, pp. 12-13. Queensland Rail’s and the Rail Operators Group's collaborative submissions (sub. 27, Att. 2 and pp. 44-45;
sub. 28, pp. 22-23) identified consensus positions and proposed drafting amendments. These proposed amendments
involved removing (1) the words ‘without limitation” in cls. 16.1(a)(ii) and 16.1(a)(iv)(B); (2) the obligation for carrier liability
insurance in cl. 16.1(a)(v); and (3) the requirement for a maximum deductible for public liability insurance in cl.
16.1(a)(iv)(D).

% Queensland Rail's and the Rail Operators Group's collaborative submissions (sub. 27, Att. 2 and pp. 45-46; sub. 28, pp. 23-
24) identified consensus positions and proposed drafting amendments. These proposed amendments involved replacing
the requirement for insurers to hold an insurance financial strength rating of ‘A’ or better from Standard & Poor’s (or a
similar agency), with a requirement that the insurer is a corporation under the Corporations Act and licensed to conduct
insurance business in Australia, or otherwise reasonably acceptable to Queensland Rail.

15> Queensland Rail and the Rail Operators Group (sub. 27, Att. 2 and p. 46; sub. 28, p. 24) identified a consensus position
and proposed drafting to replace the requirement for access holders and operators to obtain Queensland Rail’s consent
for exclusions, endorsements or alterations that adversely amend the insurance cover provided with a requirement
preventing reductions of cover below the levels prescribed in cl. 16.

1% Queensland Rail (sub. 27, Att. 2 and p. 47) and the Rail Operators Group (sub. 28, p. 24) collaboratively proposed
amended drafting for cl. 16.9(a) to limit access holders’ and operators’ requirement to notify and inform Queensland Rail to
the extent that the claims affect, relate to or are in connection with the access agreement or any right, liability or real or
other property of Queensland Rail, or otherwise affect the ability to claim under the relevant policy of insurances. New
Hope and Yancoal (sub. 26, p. 7; sub. 29, p. 9) were also supportive of this proposed amendment.

57 The Rail Operators Group (sub. 33, p. 5) submitted that operators and Queensland Rail had not yet agreed on whether the
current public liability coverage limitin cl. 16.1(a)(iv)(B) should be reduced from $350 million to $250 million and that we
should support a joint review of this limit, to be undertaken no later than within 6 months of the commencement of AU3.
We do not consider it appropriate to require this timeframe at this time. We consider that, to the extent that the public
liability coverage limit constitutes a material factor affecting access to the network, Queensland Rail would be incentivised
to reduce this limit in alignment with its assessment of associated risks. We also note that parties can seek to negotiate with
Queensland Rail other (lower) limits that are consistent with their interests.

158 The Rail Operators Group supported the amendments that we identified as appropriate concerning the insurance
provisions in the proposed SAA (sub. 33, p. 4). New Hope (sub. 31, p. 10) and Yancoal (sub. 34, p. 11) supported these
amendments concerning cls. 16.1, 16.3 and 16.4(b).
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In addition, New Hope submitted that amendments should be made to other SAA provisions where
it had recently experienced difficulties in negotiating modifications with Queensland Rail."™ We
consider that the provisions which New Hope has proposed to amend provide a reasonably
balanced and appropriate framework for administering network access. In addition, the proposed
amendments generally have implications for the parties’ risk or cost profiles, which may vary among
users, and consequently the amendments are best addressed either consensually or on an
individually negotiated basis. We do not consider that it is appropriate to require these proposed
amendments at this time.

Captive insurance companies

In addition to the proposed amendments to the insurance provisions outlined above, some
stakeholders considered that the proposed SAA should specifically provide for the use of captive
insurance companies.’® A captive insurance company is a wholly owned subsidiary insurer formed
to provide risk mitigation services for its parent company or related entities. We consider that this
proposed amendment may increase Queensland Rail's exposure to risk. Notably, allowance of a
specific category of insurers based on their form or corporate structure, rather than their insurance
capability, may enable parties that are not suitably qualified to undertake the role. Queensland Rail
did not support the proposed amendment, noting that it was unnecessary in an SAA to prescribe
the form of insurer that Queensland Rail was to accept and that the matter was best left for

negotiation on a case-by-case basis.™!

Under the 2025 DAU, Queensland Rail is to negotiate access agreements that are consistent with
the terms of the SAA, unless the parties agree otherwise.'®? Therefore, in the absence of consensus
amongst the parties, we do not consider it appropriate to require amendments to Queensland Rail’s
proposed SAA that simply act to alter how risk is allocated amongst the parties. We consider the
negotiating parties are best placed to negotiate alternative terms on a case-by-case basis, so that
access charges are able to appropriately reflect any negotiated changes to the allocation of risk.

Moreover, we acknowledge Queensland Rail’s submission that the consensually proposed
amendment to insurer standards in clause 16.3, as discussed above, may facilitate engaging captive
insurance companies who meet those standards. We do not consider it appropriate to require
amendment to the proposed SAA to specifically provide for the use of captive insurance companies.

157 New Hope, sub. 26, pp. 9-11, and sub. 31, p. 10. These proposed amendments involved cls. 7.3(a)(vii) (Compliance);

8.7(a)ii) (Alterations to Train Services), 13.6 (Claims in respect of non-provision of access), 14.1 and 14.2 (Right of
suspension), 17.3 (Review of Security) and 28.1 ('Force Majeure Event’ and 'Repeated Breach’ definitions).

160 Aurizon Coal and Bulk, sub. 2, p. 52; Rail Operators Group, sub. 28, pp. 23-24.

T Queensland Rail, sub. 27, pp. 59-60.

1622025 DAU, cl. 2.11.2(a).
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Summary 4.1

It is not appropriate to approve Queensland Rail's proposed SAA (Schedule H of the
2025 DAU).

It is appropriate for Queensland Rail to amend the insurance provisions in the SAA to
improve their workability and clarity to reflect the parties’ consensually balanced
risks.

The way in which we consider it is appropriate to amend the proposed SAA is
outlined in Appendix F.

4.4  Assignment of Queensland Rail’s rights

Queensland Rail's proposed SAA provides in clause 22.1(a) for the assignment of its rights under an
access agreement in circumstances where Queensland Rail ceases, or no longer expects, to have a
right to operate all or part of the network.'®3

We acknowledge the importance of enabling Queensland Rail to assign its rights under an access
agreement to another party in appropriate circumstances, including where it ceases to have a right
to operate all or part of the network.

In general, we consider that the proposed SAA appropriately balances flexibility for parties to
transfer their rights and obligations to third parties, while bringing procedural certainty to the
assignment process. In particular, the proposed SAA goes some way to establishing a transparent
and circumscribed framework under which parties may assign all or part of their respective rights
and obligations under an access agreement to a third party.

Queensland Rail's ability to assign its rights under the proposed SAA should be predictable,
transparent and reasonably balanced with users’ legitimate interests in maintaining operational
continuity. In circumstances where Queensland Rail will cease to have a right to operate all or part of
the network, we consider that procedural certainty and operational continuity related to assignment
of rights should be supported, among other things, by:

e clarifying the circumstances in which Queensland Rail can assign its rights, including avoidance
of speculative thresholds, such as situations where Queensland Rail’s loss of its operational
rights is merely expected or not confirmed

e limiting the assignment to the relevant part(s) of the network that Queensland Rail will no
longer operate

e  providing assurances regarding the assignee’s suitability to fulfill its obligations.

New Hope and Yancoal submitted that they did not have concerns with Queensland Rail's rationale
for assignment in circumstances where it ceased to have a right to operate the network. However,
they considered that Queensland Rail’s assignment rights in clause 22.1(a) were ambiguous or
overly broad and would permit assignments in certain inappropriate circumstances — such as where
the parts of the network for which operatorship had changed were irrelevant to the access rights

193 Queensland Rail, sub. 1, pp. 66-67.
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under the agreement, or where it was uncertain or merely expected that operatorship would

change.™*

Following concerns expressed by some users and further engagement, Queensland Rail, the Rail
Operators Group, New Hope, and Yancoal provided collaborative submissions proposing, with

suggested drafting, an amended provision that provided for:¢°

e assignments where Queensland Rail ‘will no longer have’ operational rights

e limiting assignments to the part of the network for which Queensland Rail will no longer
provide access

e a21-day notice period allowing users to seek information regarding the assignee'’s
performance capability

e  Queensland Rail to make its best endeavours to secure the assignee’s cooperation to provide
requested information and to negotiate an interface agreement.

We acknowledge the parties’ broad consensus on this issue. We also consider that the proposed
amendments to clause 22.1(a) provide procedural certainty regarding the parties’ rights and
responsibilities, including by clarifying the circumstances in which Queensland Rail can assign its
rights and limiting the assignment to relevant parts of the network. It also protects parties’ interests
in maintaining operational continuity through requirements regarding the assignee’s performance
expertise and capability, and covenant obligations. As such, we are minded to approve the
proposed amendments to this provision to reflect parties’ consensus position on these matters.%

Additionally, we consider it important that assignees are required to have the relevant
accreditations. This requirement supports the parties’ interests in ensuring that assignees are
suitably qualified to fulfill their role.

New Hope and Yancoal were also concerned about Queensland Rail's proposal to omit references
to the QCA Act and access undertaking that were included in the assignment provision in AU2."¢’
An assignee is providing a declared service under the QCA Act, and consequently we consider it is
appropriate to include references to the QCA Act in this provision.'®

Regarding references in clause 22(1)(b) to ‘access undertaking’, we consider it appropriate that
these be omitted. It is unlikely that an assignee can be required to comply with Queensland Rail’s
access undertaking. Queensland Rail also expressed concerns in this regard.’” Moreover, the QCA
Act provides for access seekers to obtain access to the declared service on reasonable terms and

conditions.'®

4 New Hope, sub. 5, pp. 30-31 and sub. 19, p. 12; Yancoal, sub. 9, pp. 30-31. New Hope and Yancoal also proposed that in

situations where the change in operator concerned only part of the network, the assignee should be required to
coordinate train path scheduling with Queensland Rail (Hew Hope, sub. 19, p. 12, and sub. 31, p. 10; Yancoal, sub. 34, p.
12). We do not consider it appropriate to require this amendment on the basis that coordination issues may be dealt with
at the time of assignment when the actual circumstances of the assignment are known. We also note thats. 101(1) of the
QCA Act requires access providers, in access agreement negotiations, to make all reasonable efforts to try to satisfy the
reasonable requirements of the access seeker.

15 Queensland Rail, sub. 27, p. 60; Rail Operators Group, sub. 28, pp. 26, 60-61; New Hope Group, sub. 26, pp. 8-9;
Yancoal, sub. 29, pp. 10-11,

1% The Rail Operators Group supported the amendments that we identified as appropriate concerning the assignment
provisions in the proposed SAA (sub. 33, p. 4).

17 New Hope, sub. 26, pp. 8-9; Yancoal, sub. 29, pp. 10-11 and sub. 29, pp. 10-11. See cl. 22.1(a), SAA, Sch. H, AU2 (cl.
22.1(b) of the proposed SAA, 2025 DAU).

168 Clause 22.1(b).

1¢? Queensland Rail, sub. 32, p. 38.

70 For example, s. 101(1) of the QCA Act requires that, during access agreement negotiations, access providers must make
all reasonable efforts to try to satisfy the reasonable requirements of the access seeker.
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Summary 4.2

It is appropriate for Queensland Rail to amend the proposed SAA to provide
additional procedural certainty and to balance parties’ interests regarding
Queensland Rail's assignment of its rights under an access agreement.

The way in which we consider it is appropriate to amend the proposed SAA is
outlined in Appendix F.

4.5 Network utilisation and performance

Queensland Rail is responsible for scheduling and managing train paths on the network. This is
reinforced by the proposed SAA, which outlines that Queensland Rail has exclusive responsibility for
network control and may issue network control directions to the operator (and the operator's

associates) — subject to the network management principles.’"

Our view is that that the overarching principles and processes that outline how Queensland Rail
must schedule and manage train services on the network are best placed in an access undertaking,
rather than being specified in individual access agreements. Where Queensland Rail amends how it
implements network control changes over time, there is a need for consistency across different
access agreements and for the benefits of refinements made to these processes to be realised
across the network. Moreover, we consider that incorporating these principles and processes in an
access undertaking increases transparency for access holders.

The network management principles (Schedule F of the 2025 DAU) govern the way in which
Queensland Rail must schedule and manage train services on the network (see chapter 6 of this
decision).

4.5.1 Mechanisms to provide for improved network utilisation

We consider there may be opportunities to provide Queensland Rail with more flexibility in train
operations with respect to train path rescheduling and path resumption. However, as outlined
below, we do not consider it appropriate to require amendment to these provisions in the proposed
SAA.

With respect to path rescheduling, greater flexibility in certain circumstances may support schedule
optimisation and efficient network utilisation.'”? However, we consider that the potential benefits of
providing Queensland Rail with further flexibility need to be appropriately balanced with providing
certainty to access holders about the scheduling of train services.

Aurizon Coal and Bulk submitted that there was generally limited accountability for rail operators to
run to schedule. Moreover, Aurizon Coal and Bulk considered that the scheduling of a new train
path might be constrained by an existing train schedule, even where the existing access holder did
not reliably operate services to that schedule. To support schedule optimisation and improve

1 SAA, cl. 7.2; 2025 DAU, cl. 4.1 and Sch. F.
72 For instance, the 2025 DAU does not outline principles for train path rescheduling in situations where an access holder has
consistently poor reliability performance.
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network utilisation, Aurizon Coal and Bulk considered that the proposed SAA should be amended
to enable:

e Queensland Rail to reschedule train paths where an operator had consistently poor reliability
performance and require the operator to use its best endeavours to negotiate variances to
entry and exit times that facilitated the varied schedule

e  train service levels to be specified in a way that allows some flexibility for train scheduling in

accordance with the train service level, rather than fixed network entry or exit times."”*

We consider that this proposed amendment to the regulatory framework would be better
implemented in an approved access undertaking, rather than in the SAA, noting as outlined above
that it is unclear as to what extent efficiency improvements would be realised in practice if current
access holders were not subject to those arrangements. The Rail Operators Group supported our
position that principles and processes that outline how Queensland Rail is to schedule and manage

services are best placed in an access undertaking, rather than in individual access agreements."”*

We received collaborative submissions on train path rescheduling from Queensland Rail, the Rail
Operators Group, New Hope and Yancoal."”® We understand that consensus has not yet been
reached on this issue and that outstanding points include those identified in the Rail Operators
Group's November 2024 collaborative submission.’”¢ Queensland Rail submitted that it agreed that
it would be appropriate to amend the treatment of train path scheduling. The Rail Operators Group
also said that there had been no further engagement between operators and Queensland Rail on
this issue following the collaborative submission phase, but that the Rail Operators Group would be
pleased to re-engage with Queensland Rail before the 2025 DAU was finalised."”’

We encourage stakeholders to continue to discuss and, where possible, reach consensus on
incorporating additional mechanisms as part of the network management principles in an approved
undertaking to provide for improved network utilisation.””® We note that such mechanisms may have
implications for access rights already negotiated by current access holders.

With respect to path resumption, the proposed SAA sets out the circumstances in which
Queensland Rail may reduce an access holder's access rights to address the access holder’s
underutilisation of its scheduled train paths.””? Path resumption provides a means of reallocating
train paths to meet commercial needs and avoid operational inefficiencies associated with network
underutilisation.

Aurizon Coal and Bulk suggested amendments to the path resumption requirements in the
proposed SAA on the basis that these amendments would strengthen Queensland Rail’s ability to
address network underutilisation. Amongst other things, Aurizon Coal and Bulk proposed to amend
the path resumption triggers and to remove access holders’ entitlement to contest resumptions that
met the underutilisation threshold.'8°

173 Aurizon Coal and Bulk, sub. 2, pp. 47-48. The Rail Operators Group (sub. 22, pp. 7-8, 10-11) supported Aurizon Coal and
Bulk’s submission on these matters and proposed amendments to the proposed SAA to reflect them.

7% Rail Operators Group, sub. 33, p. 4.

75 Queensland Rail, sub. 27, Att. 2; Rail Operators Group, sub. 28, p. 25; New Hope, sub. 26, p. 8; Yancoal, sub. 29, p. 9.

176 Rail Operators Group, sub. 28, p. 25 and sub. 33, p. 4.

77 Rail Operators Group, sub. 33, p. 4.

'78 The Rail Operators Group submitted that we should provide specific drafting amendments (sub. 33, p. 4); however, we
consider that this would be premature at this time given the outstanding points to be considered and addressed by the
parties.

7% Clause 21.1.

180 Aurizon Coal and Bulk, sub. 2, pp. 48-50. The Rail Operators Group (sub. 22, pp. 8-10 and sub. 28, pp. 25-26) supported
Aurizon Coal and Bulk’s submission on these matters and proposed amendments to the proposed SAA to reflect them.
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We consider there may be merit in improving Queensland Rail’s ability to effectively address path
hoarding, as strengthening Queensland Rail’s ability to address network underutilisation provides
for the efficient operation of the network.

We understand from collaborative submissions that consensus is yet to be reached on this issue but
that Queensland Rail concurs that it would be appropriate to modify utilisation thresholds and to
add new resumption triggers. '®' The Rail Operators Group also said that there had been no further
engagement between operators and Queensland Rail on this issue following the collaborative
submission phase, but that the Rail Operators Group would be pleased to re-engage with
Queensland Rail before the 2025 DAU was finalised.'®?

Although we welcome the parties’ collaboration on this issue, again, we consider that amendments
to Queensland Rail’s rights and principles that govern the way it is to schedule and manage train
services on the network are best placed in an access undertaking. It is unclear to what extent
efficiency improvements would be realised in practice if current access holders were not subject to
those arrangements. As noted above, the Rail Operators Group supported placing principles and
processes that outline how Queensland Rail is to schedule and manage services in an access
undertaking, rather than in individual access agreements. '8

Queensland Rail's regulatory framework includes charging arrangements that may disincentivise
path hoarding, such as take-or-pay and relinquishment fees. We encourage stakeholders to discuss
and, where possible, reach consensus on incorporating additional mechanisms to further address
the risk of path hoarding in an approved undertaking (or as part of a review of current contractual
arrangements). We note that amending path resumption requirements for access holders may
require revisions to current contractual arrangements between Queensland Rail and access holders.
The Rail Operators Group identified some associated transitional considerations.’ We consider
that issues involving transition to, or integration of network management amendments with the
undertaking, are best addressed after specific amendments have been determined.

4.5.2 Responding to a request for ad hoc train services

The regulatory framework provides for access holders to request, and Queensland Rail to schedule,
ad hoc train services to support network utilisation. Ad hoc train services are services that are
additional to the number of services provided for in the access agreement and that are agreed to by
Queensland Rail.™

While the proposed SAA provides for access holders to request ad hoc train services, Queensland
Rail is not obliged to schedule an ad hoc train service in the daily train plan (DTP). This reflects that
requested ad hoc services may not be able to be scheduled without implications for other, already
scheduled, train services. The regulatory framework does not specify timeframes for Queensland
Rail to respond to requests for ad hoc services.

Pacific National considered that the proposed SAA should be amended to specify timeframes for
Queensland Rail to respond to an access holder's request for ad hoc train services on the basis that
this would reduce variability in response times and improve certainty and efficiency for operators.'®

81 Queensland Rail, sub. 27, Att. 2; Rail Operators Group, sub. 28, pp. 25-26; New Hope, sub. 26, p. 8; Yancoal, sub. 29, p.

10.

Rail Operators Group, sub. 33, p. 4.

183 Rail Operators Group, sub. 33, p. 4.

184 Rail Operators Group, sub. 33, pp. 4-5.

185 Clause 28.1.

18 Pacific National, sub. 7, pp. 23-24 and sub. 20, p. 5. New Hope (sub. 19, p. 11) supported a short, specified response time
for ad hoc service requests.

182
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We consider that it is in the interest of all parties to enhance the timeliness, predictability and
certainty in pathing request outcomes.

However, we are concerned that imposing restrictive timeframes for Queensland Rail to respond to
an ad hoc train service request may be unnecessary and merely serve to limit Queensland Rail’s
ability to provide these services. There may be good reasons for variability in response timeframes,
whereas there are no restrictions on when an access holder is able to request an ad hoc train
service. We consider restrictions may have implications for efficient utilisation of the network.

We do not consider that the flexibility afforded to Queensland Rail to manage and schedule train
paths on the network should be unnecessarily reduced. We consider that Queensland Rail is
incentivised to schedule additional ad hoc train services on the network, where possible, as
additional freight train services contribute to the recovery of the fixed costs of operating the
network.

We encourage stakeholders to discuss and consider the extent that amendments to improve the
timeliness in responding to requests for ad hoc train services would have implications for
Queensland Rail in managing and scheduling train paths on the network.

4.5.3 Individual performance indicators

Under the proposed SAA, Queensland Rail must provide monthly reports to an access holder,
documenting Queensland Rail's performance with respect to the performance indicators outlined in
the access agreement.'®’

Aurizon Coal and Bulk and the Rail Operators Group considered that the list of performance
indicators in the proposed SAA should be replaced with indicators that were consistent with
reporting on aggregate system performance. Specifically, Aurizon Coal and Bulk submitted that the
list of indicators in the proposed SAA did not provide the most useful information for assessing

performance under an access agreement for regularly scheduled train services.'8®

The Rail Operators Group submitted that clear, accountable obligations on rail infrastructure
managers and objective key performance indicators supported market outcomes and modal shift. In
the Rail Operators Group's view, individual operators lacked the commercial leverage to require

Queensland Rail to include performance obligations in individual access agreements.'®

The Rail Operators Group's collaborative submission indicated that the parties had not yet
adequately addressed this issue but that they agreed that there was opportunity for additional
engagement.’°

In the absence of an appropriate consensus position on this issue, we do not consider it appropriate
to require amendment of the performance level indicators in the proposed SAA.

Effective reporting and performance indicators will place accountability on Queensland Rail’s
performance and provide for greater levels of transparency for access holders. However, any
benefits that may be obtained from reporting and compliance monitoring need to be balanced with

87 Clause 6.7(a).

18 Aurizon Coal and Bulk, sub. 2, pp. 44-45. Aurizon Coal and Bulk also considered that information similar to the aggregate
system performance indicators but specific to each train service specified in an individual access agreement would improve
consistency in assessing performance and enable an operator to understand the performance of its train service, relative to
that of the entire system.

189 Rail Operators Group, sub. 15, pp. 5-6. The Rail Operators Group also submitted that although it is beyond the scope of
our current process, adopting a consistent suite of key performance indicators across all rail infrastructure managers
concerning adjacent networks would support standardisation of one aspect of access, provide a useful source of
comparative data and assist in identifying constraints and areas for investment.

190 Rail Operators Group, sub. 28, pp. 2, 26-27.
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the associated costs imposed on Queensland Rail. The extent to which end users value additional
performance information may vary, especially because network and customer characteristics for
each system vary significantly.

Regarding the suggestion that individual rail operators lack the commercial leverage to require
Queensland Rail to include performance obligations in individual access agreements, we consider
that this concern is mitigated by the proposed SAA’s specific allowance for parties who are unable
to reach agreement on additional performance levels to seek resolution of the dispute under the
SAA’s dispute resolution process.'"

We consider that the proposed SAA provides adequate flexibility, in the interests of all parties, to
agree on additional performance indicators beyond the performance indicators outlined in
Schedule 5 of the SAA."? As such, we do not consider it appropriate to require specific
performance indicators be included in the proposed SAA at this time.

Summary 4.3

It is not appropriate to require amendments to the proposed SAA to incorporate
further mechanisms that seek to facilitate improvements in network utilisation and
performance.

4.6 Consistent dispute resolution processes

The proposed SAA includes a procedural framework for resolving disputes, complaints or questions
that arise between the parties in relation to their access agreement,’'?® including a process and
timeframes for escalating those disputes for resolution.' A fair, timely and effective dispute
resolution regime under the proposed SAA supports all parties’ interests by establishing procedural
certainty to resolve contentious matters.

The dispute resolution process under the proposed SAA is distinct from the dispute resolution
process under the 2025 DAU, which applies to disputes between Queensland Rail and an access
seeker regarding the undertaking, an access request or the negotiation of an access agreement.’?
Queensland Rail has not proposed to change the dispute resolution framework in the proposed
SAA from the one approved in the 2020 undertaking SAA. Pacific National proposed that the
dispute resolution escalation process in the proposed SAA should mirror the escalation timeframes
and processes in the 2025 DAU. Pacific National suggested that this amendment would improve
clarity and understanding of requirements.'?®

91 Clause 6.7(e).

192 Clause 6.7 allows for parties, upon request, to negotiate in good faith for agreement on additional performance levels and
an associated reporting regime within 12 months (or as otherwise agreed) after the SAA's commencement date.

%% Clause 19.

194 Clause 19.2.

1952025 DAU, cl. 6.1.

196 Pacific National, sub. 7, p. 26 and sub. 20, p. 10. New Hope (sub. 19, p. 11) supported aligning dispute resolution
timeframes between the SAA and undertaking and suggested that the 20-business-day timeframe in cl. 19.2(d) be reduced
to 10 business days.
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Some similarities exist between the dispute resolution processes and timeframes under the
proposed SAA and the 2025 DAU.""” There are also some notable differences between the two
processes, such as provision for expert resolution under the proposed SAA'® and for referrals to the
QCA under the 2025 DAU."” We consider that these procedural differences are reasonably
justified, including on the basis that:

e the different legal and commercial contexts in which disputes occur under an access
agreement versus an undertaking mean that identical processes are not necessarily equally
effective in both contexts?®

e given our dispute resolution role, not every type of dispute is suitable for referral to us for
resolution.?’ Notably, the QCA Act precludes notification of access disputes to us if an access

agreement is in place between the parties to the dispute.??

Queensland Rail and the Rail Operators Group indicated in their respective collaborative
submissions that they reached consensus on the timeframes for resolution in the proposed SAA and
DAU. Specifically, they agreed to reduce the timeframe for CEO resolution in clauses 19.2(c) and (d)
from 20 days to 10 days, which corresponds to the timeframe in the 2025 DAU.?*® Noting the
parties’ consensus on this issue, we consider that this timeframe is reasonable and supports the
timely escalation and resolution of disputes. We consider that it is appropriate to require
amendment of the timeframe in clauses 19.2(c) and (d) so that CEO resolution is 10 days.?%

Summary 4.4

It is appropriate for Queensland Rail to amend the proposed SAA to reduce the
timeframe provided for CEO resolution of a dispute under an access agreement.

The way in which we consider it is appropriate to amend the proposed SAA is
outlined in Appendix F.

97 For example, both processes involve escalation from parties’ representatives to senior management within identical
timeframes and both processes provide for recourse to the courts.

198 Clause 19.3.

1992025 DAU, cl. 6.1.4.

200 For instance, we consider that expert resolution involving specialised technical or rail expertise can be particularly well-

suited to addressing disputes between access holders and Queensland Rail that can involve more technical or operational

concerns than those faced by a party seeking to acquire access.

For additional information, see QCA, Access disputes under the OCA Act, summary guide, 2019, pp. iv, 2.

202QCA Act, s. 112(1)(b).

2052025 DAU, cl. 6.1.3(c).

204 The Rail Operators Group (sub. 33, p. 4), New Hope (sub. 31, p. 10) and Yancoal (sub. 34, p. 11) supported the
amendments that we identified as appropriate concerning the dispute resolution provisions in the proposed SAA.

201
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5 Pricingrules

Queensland Rail proposed that charges for access to the declared service be determined in
accordance with the pricing rules outlined in Part 3 of the 2025 DAU.

Overview of the decision

Our decision is that it is appropriate to approve Queensland Rail’s proposed pricing rules.

Pricing rules (Part 3) — summary

Proposal Clause QCA decision

Pricing rules

Queensland Rail proposed pricing Part 3 It is appropriate to approve Queensland Rail’s
rules unchanged from those in the proposed pricing rules. See section 5.2.
2020 undertaking.

Stakeholders supported cl. 3.3 It is not appropriate, at this time, to require
amendments enabling greater price amendments to the pricing rules to provide for
differentiation between access greater price differentiation. See section 5.3.
holders.?®

Stakeholders supported including n/a It is not appropriate to require amendments
service-specific criteria for the Mount obliging Queensland Rail to develop service-

Isa line.?% specific criteria for the Mount Isa line. See section

5.4.

5.1 Overview of pricing rules in the 2025 DAU

The pricing rules specify that for those train services that accord with the description of a reference
train service (i.e. coal trains using the West Moreton route service), the relevant reference tariff
applies. We have separately assessed Queensland Rail's proposed West Moreton reference tariffs
(see chapter 8).

For all other train services, the 2025 DAU prescribes pricing rules that apply in negotiating access
charges (see Figure 5).27

205 Aurizon Coal and Bulk, sub. 2, pp. 27-28; Glencore, sub. 11, p. 3; Centrex, sub. 10, pp. 2-3; North West Phosphate, sub. 6,
p. 2.

206 Aurizon Coal and Bulk, sub. 2, p. 29; Mount Isa Line Users, sub. 17, pp. 2-3.

207 The rules will apply in the order listed in Figure 5, to address any conflicts that may arise between the pricing rules (2025
DAU, cl. 3.5).
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Figure 5: Pricing rules prescribed in the 2025 DAU

Price differentiation — Establishes the extent access charges can vary among customers. Queensland Rail
will not differentiate between access seekers where the characteristics of the train service are alike and the
access seekers operate in the same end market. (cl. 3.3)

Pricing limits — Establishes an upper and lower bound for price negotiations. The expected revenue from
access charges must fall between the incremental cost and standalone cost of providing access. (cl. 3.2)

Network utilisation — Provides for Queensland Rail to determine access charges above the price ceiling in
certain circumstances where capacity is insufficient to meet the requests of all access seekers. (cl. 3.1.2)

Revenue adequacy — Provides for Queensland Rail to recover at least enough expected revenue to meet
the efficient costs of providing access, including a return on investment commensurate with the regulatory
and commercial risks involved. (cl. 3.1.1)

The pricing rules also outline that:

e  Queensland Rail or an access seeker may require reasonable and balanced rate review
provisions in an access agreement to enable access charges to be adjusted to account for
changes over time?%

e  access charges may include a QCA levy component to account for our annual regulatory fees,
which is to be allocated between train services in accordance with Schedule J of the 2025
DAU.2%7

5.2 Guiding the negotiation of access charges

We consider that the pricing rules establish appropriate bounds to guide the negotiation of access
charges.

The pricing rules require that negotiated access charges be set such that expected revenue from
that access seeker does not:

e exceed a ceiling revenue limit — the standalone cost of providing access to any train service (or
group of train services)

e fall below the floor revenue limit — the incremental cost of providing access to any train service
(or group of train services).

These pricing limits result in access charges (and transport service payments) for each part of the
network being at least sufficient to meet the incremental cost of providing access and establish an
upper bound for price negotiations that reflects the efficient costs of providing access.?°

Furthermore, within these bounds, the pricing limits provide flexibility to differentiate access

charges, to reflect the differing characteristics of the various markets that use Queensland Rail’s
network. However, Queensland Rail’s proposed pricing rules apply restrictions on the extent to
which it can differentiate access charges between users. In particular, Queensland Rail must not

2082025 DAU, cl. 3.6.

2092025 DAU, cl. 3.7.

210 The formula for calculating the ceiling revenue limit is consistent with a building block approach, whereby the revenue a
firm is allowed to earn reflects the estimated efficient costs of providing the relevant service, including an appropriate
return on investment.
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differentiate between users where the characteristics of the train service are alike and the access
seekers are competing in the same end market.?'"212

We consider that together, the pricing limits and price differentiation rules provide an appropriate
balance between:

e  promoting the efficient use of the declared service

e limiting the risk of distorting competition in dependent markets for the service.?'

Some stakeholders submitted that enabling further price differentiation amongst users was
appropriate. We consider those submissions below.

The pricing rules also provide for Queensland Rail to generate expected revenue from access
charges and transport service contract payments (if applicable) that is at least enough to meet the
efficient costs of providing access.?' We consider this promotes efficient operation of, and
investment, in the declared service (s. 138(2)(a)). Furthermore, these arrangements are consistent
with the pricing principles in section 168A of the QCA Act (s. 138(2)(g)).

In certain circumstances where capacity is insufficient to meet the requests of all access seekers, the
ceiling revenue limit for a train service may be revised to reflect an access seeker’s willingness to
pay. Enabling access charges to reflect access seekers’ willingness to pay promotes both the
efficient use of, and investment in, the network, especially in circumstances where available capacity
is constrained. We consider that these arrangements appropriately balance the legitimate interests
of Queensland Rail and users of the network (ss. 138(2)(b), (e) and (h)).

We note that the pricing rules proposed in the 2025 DAU are the same as the pricing rules applied
in the 2020 undertaking.

Summary 5.1

It is appropriate to approve Queensland Rail’s proposed pricing rules (Part 3 of the
2025 DAU).

5.3 Greater price differentiation

We do not consider it necessary to require amendments to the pricing rules to include a
commitment by Queensland Rail to provide for greater price differentiation between access
holders.

A number of stakeholders considered that the regulatory arrangements needed to provide for more
opportunities to price-differentiate between users.

2112025 DAU, cl. 3.3(d).

212 The 2025 DAU provides for us to direct Queensland Rail to offer an access holder an access charge that is charged to
another access holder whose train service characteristics are alike and are competing in the same end market (2025 DAU,
cl. 3.9).

213 Queensland Rail is not vertically integrated into above-rail freight operations.

2% Including a return on investment commensurate with the regulatory and commercial risks involved (2025 DAU, cl. 3.1.1).
The pricing rules also enable Queensland Rail to require reasonable rate review provisions in negotiated access
agreements to adjust access charges to reflect changes over time (see 2025 DAU, cl. 3.6); and to charge users a levy to
recover the annual fees it pays to us (2025 DAU, cl. 3.7).
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Aurizon Coal and Bulk submitted that Queensland Rail adopted a rigid approach to the specification
of access proposals and was unwilling to negotiate around these proposals, instead applying a ‘take
it or leave it' approach to the access terms offered.?'® Moreover, Aurizon Coal and Bulk considered
that Queensland Rail used its regulatory obligation to not unfairly discriminate between access
seekers and access holders as a shield against attempts to negotiate greater price differentiation
and achieve more flexible access terms.?'® Glencore also submitted that in its experience prices

were provided on a take it or leave it basis.?"’

Aurizon Coal and Bulk submitted that Queensland Rail’s inflexible and high-cost access
arrangements significantly hindered Aurizon Coal and Bulk’s ability to respond to opportunities to
attract freight from road on the Mount Isa line.2"® Aurizon Coal and Bulk considered it important that
the 2025 DAU did not enable Queensland Rail to simply set access charges on a ‘take it or leave it'
basis, further entrenching Queensland Rail’s ability to impose pricing outcomes and limit effective

negotiation with access seekers.?"?

We consider that pricing flexibility promotes the efficient use of rail infrastructure, in that it enables
Queensland Rail to adjust prices in response to competition from alternative modes of transport and
expand the demand for its service by targeting customers that are more price-sensitive.

Queensland Rail’s pricing rules provide scope for Queensland Rail to differentiate access charges,
to reflect the differing characteristics of the various markets that utilise the network.

We also consider that Queensland Rail has an incentive to increase the revenue it recovers from
access charges. Queensland Rail is not vertically integrated into above-rail freight operations. As
such, within the bounds of the pricing rules, we consider that Queensland Rail has an incentive to:

e negotiate access to the declared service at a price above the price floor, where there is
available capacity

e differentiate prices to reflect the willingness to pay of different users that are competing in
different end markets.

The benefits associated with further price differentiation need to be balanced with the objective of
having negotiated access charges that:

e enable Queensland Rail to generate expected revenue that is at least enough to meet the
efficient cost of providing access to its network??

e do notdiscriminate between access holders to the extent that has implications for competition
in downstream markets.

The 2025 DAU does not allow Queensland Rail to differentiate between users where the
characteristics of the train service are alike, and the access seekers are competing in the same end
market.

We have considered stakeholders’ submissions calling for specific amendments to the 2025 DAU to
provide for additional price differentiation in the negotiation of access charges. For the reasons

215 Aurizon Coal and Bulk was concerned that such an approach imposed commercial risks on access holders regardless of
their ability to manage these risks with customers, with Queensland Rail accepting limited accountability in providing
access.

216 Aurizon Coal and Bulk, sub. 2, pp. 12, 23. MMG (sub. 18, p. 2) supported the submissions by Aurizon Coal and Bulk
regarding the non-negotiable approach to access terms offered by Queensland Rail.

217 Glencore, sub. 11, p. 3.

218 Aurizon Coal and Bulk, sub. 2, pp. 12-13. MMG (sub. 18, p. 2) submitted it was appropriate to consider how the 2025 DAU
should foster increase in rail volumes and demand for rail transport on the Mount Isa line, given its importance to the
strategy for developing the North West Minerals Province.

219 Aurizon Coal and Bulk, sub. 2, p. 28.

220 We consider that this appropriately balances the legitimate business interests of Queensland Rail, access holders and
access seekers, as well as promotes the economically efficient investment in the network.
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outlined in sections 5.3.1 to 5.3.4, we do not consider that it is appropriate to require amendments
to the pricing rules to provide for greater price differentiation between access holders.

5.3.1 Differentiation for multi-product trains

We do not consider it is appropriate to amend the 2025 DAU to require Queensland Rail to
differentiate access charges for different products on multi-product trains, as part of negotiations
with access holders.

Aurizon Coal and Bulk considered that the pricing rules should clearly permit differentiation for
different products on multi-product trains to grow rail volumes, through supporting and
incentivising emerging demand.??" It said this increased sophistication in applying access charges
would likely be necessary to enable operators to compete effectively for mode contestable freight.
Aurizon Coal and Bulk considered that the current regulatory arrangement created sufficient
flexibility to allow this form of price differentiation, but Queensland Rail’s risk aversion meant it was

222

unwilling to apply this pricing flexibility.

Queensland Rail considered that such an approach could lead to sub-optimal outcomes for both
Queensland Rail and access seekers. Amongst other things, Queensland Rail considered that multi-
commodity pricing significantly increased the complexity of negotiations and contract agreements,
which might lead to prolonged negotiation processes, encourage disputes and hinder market
efficiency. Queensland Rail also said the practical implementation of differentiation within multi-
commodity services posed administrative burdens and challenges in accurately managing, tracking,
reporting and billing different commodities.??

We consider price differentiation may promote the efficient use of rail infrastructure. However, in
practice, differentiating access charges between products on a multi-product train based on their
differing market characteristics to achieve more efficient outcomes can be challenging.

For Queensland Rail to efficiently price-differentiate between different products, it requires
sufficient information on the customers’ willingness to pay for the various products being carried on
a multi-product train. In this regard, HoustonKemp (in a report commissioned by Queensland Rail)
said Queensland Rail:

e had limited knowledge of its end customers and the goods that were carried within each
container

e did not have oversight of the contents of containers that were carried on its network, which
meant it would not be able to verify the charge that should be applied to each train.??

Adding to these complexities, a customer’s willingness to pay will continue to change to reflect
market conditions related to the respective products. Glencore considered it was ‘very dangerous'
to provide a different pricing outcome for different anticipated values of products where pricing for
minerals can be quite cyclical and vary significantly during an undertaking term.?2

We consider that solutions for these matters need further consideration from the affected parties
before such an access pricing approach can be implemented in practice for a multi-product train.

221 Aurizon Coal and Bulk, sub. 2, pp. 26-27. Mount Isa Line Users (sub. 17, p. 2) supported Aurizon Coal and Bulk’s
submission.

222 Aurizon Coal and Bulk, sub. 2, pp. 26-27.

223 Queensland Rail, sub. 14, pp. 47-48.

224 Queensland Rail, sub. 14, pp. 109-110.

225 Glencore, sub. 11, p. 7.
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5.3.2 Differentiation for premium pathways

Aurizon Coal and Bulk submitted that the pricing rules should also clearly permit differentiation to
reflect the different market value of non-premium paths compared to premium paths within a given
market.

In response, Queensland Rail considered that this approach was worth further consideration, as in
theory it could promote allocative efficiency. That is because:

e  train paths and priority would be allocated to customers who valued them the most
e it potentially allowed Queensland Rail to recover additional revenue, through price
differentiation.??

We do not consider it is appropriate, at this time, to require amendments to Queensland Rail's 2025
DAU to clearly permit price differentiation between premium and non-premium pathways. From the
information available, it is not clear how such an approach would be effectively implemented within
the current regulatory regime to realise improvements in allocative efficiency.

While certain stakeholders may support adopting this pricing approach, implementing price
differentiation to reflect the different market value of non-premium paths is likely to require revisions
to current contractual arrangements between Queensland Rail and access holders. For instance,
Queensland Rail may need to renegotiate access charges to reflect the extent to which the relevant
train services are considered to be either premium or non-premium.

In this regard, Queensland Rail submitted that it would need to evaluate how such an approach
affected contractual relationships governing access and service. Queensland Rail acknowledged
that such a change would represent a significant and material change to how it operated its network

and could have a material effect on other stakeholders.??’

Stakeholders did not reach consensus on how an approach that differentiates pricing between
premium and non-premium pathways would be implemented in practice. Pacific National submitted
that it was premature to attempt to classify premium versus non-premium paths. Pacific National
considered that it would be prudent for Queensland Rail to first develop an action plan, in
consultation with stakeholders, to clearly identify what might be considered current and/or future

premium paths.??

We encourage stakeholders to continue to consider and discuss how price differentiation to reflect
premium and non-premium pathways may be effectively implemented in practice to realise
efficiency gains.

5.3.3 Price differentiation to support emerging demand

We do not consider it is appropriate to amend the 2025 DAU to require Queensland Rail to further
differentiate access charges for junior miners as part of negotiations with access holders.

Aurizon Coal and Bulk considered that the pricing rules should further clarify the circumstances in
which Queensland Rail may apply price differentiation in order to achieve the following negotiation
objectives:

e  promoting the economically efficient investment in, and use and operation of, the network

226 Queensland Rail, sub. 14, p. 54.
27 Queensland Rail, sub. 14, pp. 54-55.
228 Pacific National, sub. 20, pp. 4-5, 12-13.
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e  growing rail volumes including by supporting and incentivising emerging demand, retaining
volumes on rail and supporting ‘road to rail’ modal conversion.???

Glencore considered that to assist in increasing rail volumes, thereby driving greater economies of
scale in the medium term, 230 the price ceiling could be set at the lower of:

e the cost at which road transport would be economic
e the stand-alone efficient cost

e the costthatis a 10% margin above the floor price.?%

Centrex considered that there were valid reasons to consider price differentiation for junior mining
companies or for those with a lower commodity value requiring bulk and economies of scale in
order for them to be competitive. Centrex considered that imposing higher fees acted as a
deterrent to innovation, especially for mines that heavily relied on rail transport due to geographic
location.?3?

We consider that Queensland Rail has an incentive to increase the revenue it recovers from access
charges. As outlined by Centrex, if access charges at the ceiling exceed customers' willingness to

pay, itis in the interests of all parties to negotiate access charges below the ceiling.?*3

However, where access charges are set below the price floor, Queensland Rail does not recover the
efficient costs associated with providing that train service access to its network. Implementing
pricing policies as part of the regulatory framework to provide for such outcomes may reduce
incentives to invest in the network?®* or require other train services to cross-subsidise the provision
of access.

Furthermore, policies to enable price differentiation for junior miners have the potential to result in
price discrimination between customers that compete in the same end market, which may affect
competition in these markets. Aurizon Coal and Bulk considered it was critical that the limits on
price differentiation continued to be applied in a way that protected the environment for
competition.?®

Further changes to the regulatory arrangements would also be needed to provide for Queensland
Rail to revisit access charges as the circumstances of the firm changed.

For these reasons, we consider that measures to encourage more freight from road to rail, which
result in subsidised access prices, are better considered and provided through means other than
access regulation, within the context of wider transport policy and industry assistance objectives.

Aurizon Coal and Bulk submitted that it was not looking for Queensland Rail to establish access
prices outside its pricing rules. However, it considered that further examination was required into
what was inhibiting Queensland Rail from following its ‘natural incentive’ to negotiate access within
the floor and ceiling limits to promote additional freight on rail.2%

We consider that the regulatory framework is sufficient to enable access seekers to negotiate
reasonable terms and conditions for access to Queensland Rail’s network. Amongst other things,

229 Aurizon Coal and Bulk, sub. 2, pp. 27-28.

20 Glencore (sub. 11, p. 2) considered that Queensland Rail's unwillingness to price rail access in a manner that made it

viable for end users to invest in greenfield projects and expansions of operations using the line had now reached the point

of creating challenges for the ongoing sustainability of the Mount Isa line.

Glencore, sub. 11, pp. 5-6.

22 Centrex, sub. 10, pp. 2-3. North West Phosphate (sub. 6, p. 2) considered that further price differentiation would enable
smaller, less profitable junior miners to scale production and better access new markets.

233 Centrex, sub. 10, p. 2.

24 We do not consider that this will promote economically efficient investment in Queensland Rail's network; nor do we
consider this appropriately balances the legitimate business interests of Queensland Rail and access seekers.

25 Aurizon Coal and Bulk, sub. 2, p. 27.

236 Aurizon Coal and Bulk, sub. 24, pp. 10-11.

231
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the regulatory framework provides for Queensland Rail to negotiate access prices within the floor
and ceiling limits and establishes an effective dispute resolution mechanism to resolve any disputes
between the parties that may arise. No evidence has been provided to suggest that Queensland Rail
is exercising market power within this framework to negotiate unreasonable access charges.

5.3.4 Other pricing arrangements

We do not consider it is appropriate to require amendments to the 2025 DAU to require
Queensland Rail to offer alternative pricing arrangements besides a two-part tariff with take-or-pay
and relinquishment fee obligations as part of negotiations with access holders.

Stakeholders submitted that features of Queensland Rail's standard access proposals may deter use
of the Mount Isa line by smaller miners. For instance:

e North West Phosphate and Centrex submitted that access charges with a high proportion of
fixed charges and take-or-pay obligations introduced significant risk (particularly to smaller
mining operations in a start-up situation?*’), which undermined new project developments and
incentivised short-term contracts?®

e Aurizon Coal and Bulk considered that long-term contracts with high path relinquishment fees
presented a high risk for freighter services where demand was variable and uncertain (and not

underpinned by long-term take-or-pay contracts).?%’

While these pricing arrangements may allocate the risk of contracted volumes not materialising to
access holders, we consider that those access holders are best placed to manage such risk. They are
in the best position to forecast the volumes that they require. Furthermore, they are also able to
manage these risks by entering into short-term contractual arrangements.

We consider that these pricing arrangements are consistent with promoting the efficient use of the
network by access holders. For instance, take-or-pay and relinquishment fee obligations incentivise
access holders to only contract capacity that they require. Queensland Rail considered that without
effective take-or-pay agreements, less commercially viable traffics could consume substantial
capacity at the commercial expense of Queensland Rail.?°

This is particularly important where network capacity is constrained. Aurizon Coal and Bulk
questioned the need for the level of take-or-pay obligations, submitting that it seemed there was
more than sufficient capacity available for all users on the Mount Isa line.?*" However, Queensland
Rail submitted that as traffic grew on the Mount Isa line, take-or-pay would become vital for efficient
path utilisation.?*?

We also consider that access pricing arrangements that include a two-part tariff with take-or-pay and
relinquishment fee obligations promote efficient investment in, and operation and use of, the

237 Centrex considered that these types of operations can encounter irregular production issues, which in turn introduces a

risk of filling regular train services.

238 Centrex, sub. 10, p. 4; North West Phosphate, sub. 6, p. 1. Aurizon Coal and Bulk (sub. 2, p. 21) also considered that the
materiality of take-or-pay obligation exceeds the opportunity costs to Queensland Rail of providing the service, given there
is no capacity constraint on the Mount Isa line and the associated avoidable costs of services not operating are low.

239 Aurizon Coal and Bulk, sub. 2, p. 22. Aurizon Coal and Bulk also considered that while the standard relinquishment fee can
be reasonable and efficient in circumstances to provide an access provider with certainty that it is able to recover
investments required to provide a service, these circumstances do not apply on the Mount Isa line. MMG (sub. 18, p. 2)
supported the submissions by Aurizon Coal and Bulk that Queensland Rail's approach to negotiations hindered the
attraction of more users to the Mount Isa line.

240 Queensland Rail, sub. 14, p. 39.

201 Aurizon Coal and Bulk, sub. 2, p. 21. Glencore (sub. 11, p. 5) also considered that given the Mount Isa line was
underutilised, there was no purpose in ensuring access seekers paid a fixed take-or-pay charge for the purposes of
‘reserving' capacity'.

242 Queensland Rail, sub. 14, pp. 39-40.
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network. These arrangements establish a clear incentive for access seekers and access holders to
only enter into contracts for capacity they need, providing a more accurate signal to Queensland
Rail as to how much capacity needs to be delivered on its network. This enables Queensland Rail to
plan and undertake maintenance and capital activities to efficiently deliver the required capacity.

Moreover, the current pricing arrangements provide certainty that Queensland Rail is able to
recover the associated fixed costs from those access seekers and access holders. A significant
proportion of the costs incurred by Queensland Rail to provide access are fixed.?*?

Aurizon Coal and Bulk submitted that it agreed with the economic rationale for the general price
structures used by Queensland Rail but considered applying these structures imposed excessive
cost and risk on rail operators and discouraged additional use of the network. In particular, Aurizon
Coal and Bulk considered Queensland Rail’s application of these price structures on the Mount Isa
line overstated the opportunity cost of capacity and imposed high costs on variable usage. Aurizon
Coal and Bulk submitted that the current evidence from pricing outcomes on the Mount Isa line
demonstrated there were counter-incentives at play that made Queensland Rail unwilling to vary

from its standard pricing approaches to promote additional freight on rail.24

The 2025 DAU provides for access seekers and Queensland Rail to negotiate the terms of access,
including the pricing terms that are to apply. This enables access seekers and Queensland Rail to
negotiate alternative approaches for allocating risk between the parties. However, where negotiated
arrangements allocate certain risks to Queensland Rail, it is appropriate that Queensland Rail be
compensated for any risk it is exposed to. That is, we consider it is reasonable for the level of access
charges to be commensurate with the commercial risks involved in providing access.

To the extent that applying these pricing arrangements results in unreasonable outcomes for access
seekers, the 2025 DAU provides an effective dispute resolution mechanism to resolve any disputes
between the parties that may arise. No evidence has been provided to suggest that Queensland Rail
is exercising market power within this framework to negotiate unreasonable pricing arrangements.

Overall, we consider that specific commercial initiatives, rather than changes to the regulatory
framework, provide a more targeted option for limiting the extent that Queensland Rail’s standard
access proposals may deter use of the Mount Isa line by smaller miners. Queensland Rail submitted
that it had introduced multiple commercial initiatives for its Mount Isa line customers during the AU2
regulatory period, including:

e  providing a variable charge only (for a limited period) for new operations on the Mount Isa line
where the short-term demand or train profile was uncertain, with a view to transfer services to a
traditional fixed and variable charge when the operation stabilised

e  special pricing arrangements for trial shipments of new products (e.g. rock phosphate) so that
end customers could test the products in end markets

e an upfront discount for intermodal logistics on the Mount Isa line

e developing take-or-pay provisions to proportionally recognise credits from secondary
agreements, to reduce some of the downside financial risk in contracting additional paths as
businesses grew.?*

243 Queensland Rail (sub. 14, p. 39) also considered it was only fair that parties entering into capacity contracts committed to
using that capacity, given Queensland Rail invested in the network to reflect future contracted capacity.

244 Aurizon Coal and Bulk, sub. 24, pp. 9-10.

245 Queensland Rail, sub. 14, p. 34.
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Summary 5.2

Itis not appropriate, at this time, to require amendments to the pricing rules to
provide for greater price differentiation between access holders.

5.4  Service-specific criteria for the Mount Isa line

Aurizon Coal and Bulk considered that the 2025 DAU should be amended to include service-
specific negotiation criteria for multi-commodity freighter services on the Mount Isa line.?* The
elements that Aurizon Coal and Bulk considered should be addressed by specific negotiation
criteria for the Mount Isa line are outlined in Table 2.

Aurizon Coal and Bulk considered that these negotiation criteria would provide greater structure
around access negotiations, particularly for junior miners or other road contestable freight, where
demand was more uncertain. Aurizon Coal and Bulk considered that this would also facilitate a fast

and efficient contract renegotiation process at term expiry.?¥’

Mount Isa Line Users supported Aurizon Coal and Bulk’s submission that specific negotiation criteria
should be developed to apply to multi-commodity freighter services on the Mt Isa line. Mount Isa
Line Users considered that Queensland Rail's current approach to negotiations was not well aligned
to the needs of its customers, particularly for multi-user freighter type services, which needed to
continually attract customers to maximise utilisation.?#®

As outlined in Table 2, we do not consider it appropriate to require amendments to the 2025 DAU

to oblige Queensland Rail to develop service-specific criteria for the Mount Isa line.

Table 2: Consideration of matters proposed to be addressed by specific criteria for the Mount
Isa line

Matter raised by Aurizon Coal and Bulk?*? QCA position

Negotiation criteria should set out For the reasons outlined in section 5.3.3, we do not
circumstances in which the access price consider it is appropriate to require Queensland
differentiation will be applied to aid efficiency, Rail to further differentiate access charges for
including varying the standard access price to emerging demand, as part of negotiations with
provide incentives for emerging demand or access holders.

freight that is highly contestable with road.

The definition of products that may be carried For the reasons outlined in section 5.3.1, we do not
on train services should be specified broadlyto  consider it is appropriate to amend the 2025 DAU
promote an operator’s ability to run an efficient  to require Queensland Rail to differentiate access
train service and attract additional products to charges for different products on multi-product

its train, and to facilitate price differentiation for  trains, as part of negotiations with access holders.
different products on those trains where

relevant.

246 Aurizon Coal and Bulk, sub. 2, pp. 28-30.
247 Aurizon Coal and Bulk, sub. 2, p. 29.

2%¢ Mount Isa Line Users, sub. 17, pp. 2-3.
249 Aurizon Coal and Bulk, sub. 2, p. 29.
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Matter raised by Aurizon Coal and Bulk?*? QCA position

Negotiation criteria should address price
structure, including the weighting between fixed
and variable charges, and consider applying
multi-part tariffs where this will aid efficiency.

Take-or-pay and relinquishment fee
arrangements should be set to promote
efficiency, having regard to issues such as the
incremental investment required to provide the
required capacity (if any), the level of corridor
utilisation, amount of required capacity, and the
ability to impose take-or-pay commitments to
freight customers.

Negotiation criteria should address quality of
rail access service, potentially including
performance-based KPIs, to ensure that service
quality was maintained.

For the reasons outlined in section 5.3.4, we do not
consider it is appropriate to amend the 2025 DAU
to require Queensland Rail to offer alternative
pricing arrangements besides a two-part tariff, with
take-or-pay and relinquishment fee obligations, as
part of negotiations with access holders.

Chapter 7 outlines the reporting obligations that
we consider should be incorporated in the 2025
undertaking to provide interested parties with
adequate information on how efficiently
Queensland Rail has been performing.

Summary 5.3

It is not appropriate to require amendments to the 2025 DAU to oblige Queensland

Rail to develop service-specific criteria for the Mount Isa line.
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6 Operating requirements

Queensland Rail's 2025 DAU outlines operational requirements for Queensland Rail in providing
below-rail services to access holders, as well as obligations for train operators to use the network.

Part 4 of the 2025 DAU establishes the operating requirements that govern how Queensland Rail
delivers train service entitlements. These include:

o network management principles, which outline how Queensland Rail will, amongst other
things, coordinate maintenance and other track restrictions, and schedule and manage train
services on the network (Schedule F of the 2025 DAU)

o an operating requirements manual, which prescribes rules and procedures for operating
trains on the network and addressing matters such as safety and emergency responses
(Schedule G of the 2025 DAU).

The proposed operating requirements also include a commitment from Queensland Rail to convene

and support regional network user groups — to facilitate discussion and consensus amongst

stakeholders, with an aim to promote productivity and operational improvements.?°

Overview of the decision

We consider it is appropriate for Queensland Rail to make certain amendments to the operating
requirements in the 2025 DAU. The way in which we consider it is appropriate to amend the 2025
DAU is outlined in Appendix F.

Operating requirements (Part 4) — summary

Queensland Rail proposal Clause QCA decision

Network management principles

Queensland Rail proposed network  cls. 4.1, 4.2 and It is appropriate to amend the 2025 DAU to:

management principles that are Sch.F o make clear that Queensland Rail is to

unchanged from the network respond to an access holder's request for
management principles approved as
part of the 2020 AU, with the

exception of not including an

changes to contracted paths in an MTP as
soon as reasonably possible and provide
the access holder with reasons for any

obligation for Queensland Rail to decision to decline an access holder's

delay any planned possession request for changes to contracted paths
subject to a dispute raised by an in an MTP

access holder until the dispute is e oblige Queensland Rail to notify
resolved. nominated rolling stock operators of
Stakeholders supported proposed updates to the MTP or DTP
amendments to the network e require Queensland Rail to publish the
management principles to, amongst applicable passenger peak periods in the
other things, provide for Metropolitan system.

e  Queensland Rail to be more See section 6.1.

responsive to requests for
changes to scheduled train

services

2502025 DAU, cl. 4.4.
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Queensland Rail proposal Clause QCA decision

e  clearer and more transparent
guidance on how network
controllers are to make their
decisions.

Stakeholders did not support
removing an obligation to delay any
planned possession subject to a
dispute raised until the dispute is
resolved.

Operating requirements manual

Queensland Rail’s proposed cl. 4.3 and Sch. It is appropriate to approve Queensland Rail's
operating requirements manual is G proposed operating requirements manual.
substantially consistent with the See section 6.2.

operating requirements manual that
was approved as part of its 2020
access undertaking.

User groups

Queensland Rail proposed cl. 4.4 It is appropriate to approve Queensland Rail's
obligations to convene regional proposed obligations to provide for

network user groups, subject to the productivity and operational improvements.
support of the respective access See section 6.3.

holders and operators. This is
consistent with Queensland Rail’s
obligations approved as part of its
2020 access undertaking.

6.1 Network management principles

In general, we consider that Queensland Rail's proposed network management principles
appropriately balance the need to provide access holders with certainty about the scheduling of
train services with the need to provide sufficient flexibility for Queensland Rail to address network
constraints and to be responsive to requests of customers.

The proposed network management principles are unchanged from the principles contained in the
2020 AU, with the exception of proposed amendments to Queensland Rail’s obligations following a
dispute on a planned possession.

The network management principles in the 2025 DAU establish a predictable and transparent
process that outlines how Queensland Rail is to schedule train services and undertake maintenance
activities on its network. As part of this process, Queensland Rail is to first develop and publish:

e an MTP, which details the scheduled times as advised by Queensland Rail for all train services

and any regular planned possessions where scheduled times are unchanged from week to

week?!

21 Queensland Rail may modify an MTP or schedule an ad hoc possession but is to notify all affected parties of any
modifications to an MTP.
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e asupply chain calendar (SCC), which lists upcoming regular and ad hoc planned possessions,
urgent possessions (to the extent known) and special events on the network.?>

Queensland Rail is to then develop the daily train plan (DTP)?3 to provide the actual expected
schedule on the day of operation, which is derived from the MTP and SCC.%>*

The network management principles also provide flexibility for Queensland Rail to manage
scheduling of trains services to address network constraints as they arise, and to be responsive to
requests of customers. In this regard, Queensland Rail may modify an MTP or schedule an ad hoc
possession but must notify all affected parties at least three months before the start of a
modification.?®®> The MTP may also be changed in response to a request from an access holder,
where an access holder gives Queensland Rail notice to consider and implement the requested
change. Notice must be given no less than:

e  six months prior to a change relating to a passenger service

e three months prior to a change relating to a non-passenger service.?*

Yancoal submitted that it is concerned that the MTP does not reflect the full extent of constraints
being faced by users of the West Moreton system.?’ The MTP outlines a forward-looking plan for
scheduled train services and planned possessions. It is the case that certain constraints may occur
that affect the extent that the services scheduled in the MTP can be achieved.?*®

Importantly, Queensland Rail may then only schedule a DTP in variation to a MTP in certain
circumstances, including:

e  to accommodate operational constraints (including urgent and emergency possessions) and
special events, as defined in Part 7 of the 2025 DAU

e  toaccommodate requests from access holders to change the schedule of its train services or
run an ad hoc train service

e where all affected access holders agree to the modification.?>’

The 2025 DAU requires Queensland Rail to use reasonable endeavours to minimise any material
adverse effects on train services caused from scheduling an ad hoc planned possession, or any
modification or variation to an MTP.2¢0

Aurizon Coal and Bulk considered that the train planning principles should include an obligation
that Queensland Rail liaise with adjoining rail infrastructure managers with the objective of aligning
possessions where possible.?*! Aurizon Coal and Bulk submitted that where possessions were not

2522025 DAU, Sch. F, cl. 2.1(a).

253 The DTP details the scheduled times for all train services and regular and ad hoc planned possessions, urgent possessions
and emergency possessions for a particular day on a specified part of the network (2025 DAU, Part 7).

24 Aurizon Coal and Bulk (sub. 2, pp. 37-38) submitted that in practice the process for scheduling train services in the West
Moreton line involves Queensland Rail developing a western corridor alignment calendar and a forecast plan.?>* While
additional deliverables may assist with Queensland Rail's task to efficiently schedule train services and maintenance
activities in certain systems, we do not consider it is necessary to require additional obligations be included in the 2025
DAU.

2552025 DAU, Sch. F, cl. 2.1(d).

2562025 DAU, Sch. F, cl. 2.1(e),(f).

%7 Yancoal, sub. 34, p. 11.

258 We do not consider that the purpose of the MTP is to assess whether Queensland Rail is able to deliver contracted
capacity at a particular point in time.

292025 DAU, Sch. F, cl. 2.2(e)~(h).

260 2025 DAU, Sch. F, cl. 2.3(a).

261 Aurizon Coal and Bulk considered that while it was not reasonable to place an obligation on Queensland Rail to ensure
possessions were aligned with adjoining rail infrastructure managers, an obligation to liaise with them to align where
possible promotes confidence in the reliability of freight paths. The Rail Operators Group (sub. 22, p. 21; sub. 28, p. 17)
submitted drafting amendments to give effect to this change — including a clause in the network management principles to
require Queensland Rail to liaise with adjoining rail network managers with the objective of aligning possessions where
reasonably possible.
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aligned across routes, the impact on freight services was multiplied.?*> We do not consider that it is
necessary to require that such an obligation be included in the 2025 DAU. We consider that
minimising any material adverse effects on train services is an appropriate objective for Queensland
Rail to manage changes to train service scheduling in the interests of access holders.

We encourage Queensland Rail to work with rail operators to address any issues around rail
interoperability, as they arise. We consider that this is in the legitimate business interests of both
Queensland Rail and access holders.

6.1.1 Requesting changes to scheduled train services

The 2025 DAU requires an access holder to make any request to change the schedule of its train
services or run an ad hoc train service at least two business days prior to the day of operation and
prior to the DTP being scheduled.?*?

Certain stakeholders suggested amendments to the network management principles that they
considered would enable Queensland Rail to be more responsive to the requests of customers (see
Table 3). For the reasons outlined in Table 3, we consider it is appropriate to amend the 2025 DAU
to provide for Queensland Rail to be more responsive to requests from operators to change the
MTP.

Table 3: Consideration of suggested amendments to the network management principles

Stakeholder submission QCA position

Aurizon Coal and Bulk and Pacific National both Changes to scheduling can have implications for

considered that a requirement to give 3 months'’
notice to Queensland Rail for requesting a
change to the MTP was too long, particularly
where a request had no impact on any other
service. To facilitate more responsive outcomes
for end customers, Pacific National submitted that
it would be reasonable to reduce the MTP
modification timeframe to one month for requests

that would not impact other operators.?*

end users' logistics and can impose material costs
on those users. The 2025 DAU requires
Queensland Rail to provide affected parties with 3

months' notice of any modifications to an MTP.2¢°

Our draft decision considered it appropriate to
reduce the notification timeframes associated
with modifying the MTP where a request to
modify an MTP does not impact other access
holders.

However, Queensland Rail submitted that the
MTP was finalised in its planning systems three
months before the day of operation and
converted into an indicative DTP.%¢

We do not consider it practical to provide for an
access holder to request changes to an MTP,

262 Aurizon Coal and Bulk, sub. 24, pp. 14-15.
2632025 DAU, Sch. F, cl. 2.2()).

264 Aurizon Coal and Bulk, sub. 2, pp. 36-37; Pacific National, sub. 7, p. 21 and sub. 20, p. 13. New Hope (sub. 19, p. 12)
supported a 1-month timeframe for modifying the MTP where it did not impact other access holders.

265 Planned possession are part of a long-term planning schedule. The requirement to give three months’ notice was
introduced as part of AUT in response to concerns from certain access holders that the 20-day notice period proposed by

Queensland Rail was insufficient.

266 Queensland Rail, sub. 27, p. 60. The Rail Operators Group still considered that improvements could be made to the
network management principles to incorporate changes to contracted paths prior to their inclusion in the MTP, to
recognise contractual obligations before inclusion in the DTP. It said these changes would give rail operators greater
visibility and more certainty around provision of train paths than simply applying for them in the DTP. We consider that
such certainty can be provided to access holders by applying for changes to the DTP for that period of time prior to the day

of operation.
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Stakeholder submission

QCA position
where that MTP has already been converted to an
indicative DTP.2¢

In any case, the 2025 DAU provides for an access
holder to request a short-term change to the
scheduled train service times outlined in the
indicative DTP (up to 2 days prior to the day of
operation or until the DTP is scheduled), where
another access holder's train service entitlements
are not affected.?® We consider this provides
access holders with sufficient flexibility in respect
of their train services Therefore, we do not
consider it is appropriate to require amendments
to the 2025 DAU to provide reduced notification
timeframes for an access holder to request a
modification the MTP.

Aurizon Coal and Bulk submitted that in practice
Queensland Rail appeared to adopt a process
whereby it revised the MTP periodically and only
on fixed dates.?” Aurizon Coal and Bulk
considered that if such a process was adopted by
Queensland Rail, then:

e a process for incorporating new or changed
contracted paths in the MTP in between review
periods should be included in the network
management principles?’®

e there should be no need for notification and
consultation processes with other access
holders and other parties unless their services
or activities were affected by the new or
changed path.?”"

The 2025 DAU does not prescribe a process
whereby Queensland Rail is to periodically revise
the MTP on set dates.

However, where this approach is applied in
practice, it has the potential to unnecessarily
prolong the timeframes associated with
responding to stakeholder requests. As such, we
consider it is appropriate to amend the network
management principles to make clear that
Queensland Rail is to respond to an access
holder’s request, as soon as reasonably possible.
Where Queensland Rail does not agree to the
access holder's requested changes or considers
that insufficient notice of the requested changes
was provided, we also consider it appropriate for
Queensland Rail to provide the access holder with
reasons for its decision to decline the requested
changes.

Pacific National considered that the requirement
for access holders to request an ad hoc service at
least two business days in advance could impact a
rail operator’s ability to flexibly deliver for
customers. Pacific National suggested that time

We consider that providing access holders with
opportunities to request short-term path
variations or ad hoc paths needs to be balanced
with any potential implications for other end users

267 As such, reducing notification timeframes to request modifications to the MTP would also require amending the
timeframes associated with converting the MTP into the DTP, providing access holders with the DTP no more than one-

month in advance of the day of operation.
268 2025 DAU, Sch. F, cl. 2.2(e).

29 As an example, Aurizon Coal and Bulk submitted that MTP revisions may be set in some systems to align with summer and

winter timetable dates.

270 The Rail Operators Group (sub. 15, pp. 2, 7-8) supported amending the 2025 DAU to include a mechanism for more
quickly including new and varied paths in the MTP, particularly where these did not impact any other parties. New Hope
(sub. 19, p. 12) also supported including a process to incorporate changes to contracted paths in between public revisions

of the MTP.

271 Aurizon Coal and Bulk, sub. 2, pp. 36-37. The Rail Operators Group (sub. 15, pp. 7-8) also considered that it was
reasonable to reduce the MTP modification timeframe to one month or consider whether there was even a need for
notification and consultation with other access holders and parties unless their services were affected by the new or

changed path.
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Stakeholder submission

frames be capped at a maximum of 24 hours for
Queensland Rail to respond to rail operator
requests for short-term path variations or an ad
hoc path.?”?

The Rail Operators Group considered that
Queensland Rail should accept path requests with
2 days’ notice, rather than 2 business days. The
Rail Operators Group submitted that this:

e s alesserobligation than arrangements with
other rail networks which accept path
applications up to and including the
proposed day of operation

e isreflective of the 24/7 nature of rail freight
operations, the logistics industry more
broadly and Queensland Rail operations.?’?

QCA position
that may be affected by those changes to the
scheduling.

The 2025 DAU provides for a DTP to be
scheduled in variation to a MTP by Queensland
Rail at least two business days prior to the day of
operation, and prior to the DTP being
scheduled.?”

However, the 2025 DAU provides for Queensland
Rail to be sufficiently responsive to requests for
path variations or ad hoc paths at short notice.
Relevantly, the 2025 DAU provides for
Queensland Rail to make modifications to a DTP
after it has been scheduled, at the request of an
access holder — provided the change does not
affect another access holder's train service
entitlement.?”®

As such, we consider that is it unnecessary to
require amendments to the 2025 DAU in this
respect.

Pacific National submitted that the network
management principles should be amended to
recognise maximum corridor lengths that trains
could run to.?”¢ Pacific National considered that
once a track assessment had been made and
suitability for longer trains had been confirmed,
requests to run longer trains could be addressed
in the daily train plan — this would allow rail
operators to be more responsive for customers,
as well as aligning with processes on other

networks.?””

Amending the network management principles to
recognise maximum corridor lengths may affect
how Queensland Rail would be able to schedule
new train services and possessions on its network.
This may have implications for Queensland Rail's
ability to, amongst other things, respond to
requests from access holders to amend their
scheduled paths, and schedule maintenance
activities on its network.

While we do not require the 2025 DAU to be
amended to address this issue, we encourage
stakeholders to discuss opportunities for
operating longer trains on a case-by-case basis, as
required. We note that an access holder’s ability
to run longer trains may require significant
infrastructure investment to address physical
infrastructure restrictions and safety requirements.

GrainCorp considered that the inflexibility of the
MTP was at odds with the inherent daily variability
needs of grain trains.?’® GrainCorp submitted that

We consider that the network management
principles appropriately balance the need to
provide access holders with certainty, with

272 Pacific National, sub. 7, pp. 21-22.

273 Rail Operators Group, sub. 28, pp. 4, 17, 30.
2742025 DAU, Sch. F, cl. 2.2(e).

275 2025 DAU, Sch. F, cl. 2.2()).

276 When a network corridor is confirmed as having the capacity to run to that longer train length, that length train would be
available to any path or service on that track. Requests to run longer trains would be addressed in the DTP.

277 Pacific National, sub. 7, p. 22 and sub. 20, pp. 13-15.

278 GrainCorp (sub. 4, p. 5) submitted that grain trains must operate at different times of the day due to the geographically
variable origins across the grain supply chain, combined with the impacts of network limitations like summer heat
restrictions during peak grain export demand. GrainCorp considered (sub. 25, pp. 2-3) that grain trains are naturally
unable to reliably meet rigid MTP times and pathing for coal trains continues to take priority and precedence over

preserved pathing for grain trains.
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Stakeholder submission

Queensland Rail and train operators were instead
applying the principles of preserved pathing,
making a number of non-coal paths available per
week and scheduling grain traffic within the DTP
(rather than the MTP).

GrainCorp considered that these arrangements
failed to protect grain users at times when only a
portion of the network capacity was available, as
coal trains were programmed in the MTP and
Queensland Rail prioritised trains scheduled in
the MTP.?7?

GrainCorp submitted that when it approached
Queensland Rail for MTP pathing, to make use of
this higher priority through peak periods and
track work, the process was very slow, with the
requests taking months to process. GrainCorp
considered this is untenable time for a seasonal
commodity like grain.?°

QCA position

providing sufficient flexibility for Queensland Rail
to be responsive to requests of certain customers.
Moreover, the 2025 DAU recognises preserved
train path obligations where these have been
established.

Providing additional flexibility to grain users in the
2025 DAU at times of congestion on the network
may impact the certainty and flexibility provided
to other access holders, including coal users.

While preserved pathing arrangements have the
potential to provide grain users with greater
certainty and flexibility, such arrangements are
established under the Transport Infrastructure Act
1994 (TIA).?®

Moreover, we consider our decision will provide
for Queensland Rail to be more responsive to
requests from operators of seasonal commodities.
As outlined above, we consider it is appropriate
to amend the network management principles in
the 2025 DAU to make clear that Queensland Rail
is to respond to an access holder’s request, as
soon as reasonably possible.

6.1.2 Network control

Network control facilitates the safe running of train services, and the commencement and

completion of possessions, as scheduled in the DTPs. To execute this task, the network control

principles provide network control officers with some discretion to give a train service priority over

other train services if it is reasonably necessary to do so:

° due to, or to avoid, an accident, emergency or incident

e  toremedy, mitigate or avoid congestion on the network

e toremedy, mitigate or avoid emergency and urgent possessions

e  to ensure the safe operation of any part of the network.?8?

In relation to network controllers’ ability to give priority to a train service to address congestion on

the network, Aurizon Coal and Bulk considered it was unclear in what circumstances Queensland

Rail used this provision to vary from the network management principles (and how effective it had

been in addressing potential congestion).?8* Aurizon Coal and Bulk said this provision gave

279 GrainCorp, sub. 4, p. 5.

280 GrainCorp, sub. 25, pp. 2-3.
281 See section 266A.

2822025 DAU, Sch. F, cl. 3(i)(i).

283 Aurizon Coal and Bulk (sub. 24, p. 16) submitted that it would be better for the purpose of a train control priority decision
to be clearly and simply stated, or for examples to be given to illustrate Queensland Rail’s intent.
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Queensland Rail broad discretion, which it could use as an excuse for decisions that contravened
other criteria.?%* Aurizon Coal and Bulk considered that such ambiguity:

e provided less confidence to freight operators around the way in which Queensland Rail would
manage their trains on the network

e made it difficult to identify whether Queensland Rail was acting in compliance with its
guidelines.?®

More broadly, Aurizon Coal and Bulk and the Rail Operators Group considered that the 2025 DAU
did not always provide transparent guidance on how network controllers were expected to make
their decisions.?®® Aurizon Coal and Bulk submitted that Queensland Rail’s network control

principles were more ambiguous than those applied in other jurisdictions.?%’

The Rail Operators Group considered that the arrangements outlined in the 2025 DAU were tilted
too far in favour of providing Queensland Rail with discretion, without imposing any punitive
consequences for the impact of deviations from schedules. The Rail Operators Group submitted
that there were times when disruptions had significant impacts, and it was critical that Queensland
Rail's train planning and control framework managed these risks appropriately.2%

The Rail Operators Group considered that enhancing Queensland Rail’s train control decision matrix
would set consistent and objective rules, as well as give the train controllers and rail operators
certainty over their operations.?®” The Rail Operators Group submitted amendments to the 2025
DAU that it considered appropriately limited Queensland Rail’s discretion to deviate from the DTP
without unduly fettering network controllers’ ability to manage a safe and smooth-running
network.27

The train control principles outlined in the 2025 DAU rightly prescribe balanced and transparent
decision-making rules and principles that network controllers are to apply to facilitate the safe and
efficient running of train services. However, we consider it necessary that train control principles also
provide network train controllers with sufficient discretion to exercise judgement in performing this
task. Prescribing additional rules or removing the ability of network controllers to exercise discretion
may limit the effectiveness of network control to address network constraints as they arise.

We consider that providing network controllers with the ability to give priority to a train service in
circumstances that remedy, mitigate or avoid congestion on the network is reasonable. This will help
to avoid, or reduce, delays to the running of train services, which is in the interests of access holders.
Importantly, in performing the task of network control, we do not consider that Queensland Rail has
an incentive to favour any particular freight access holder over another.??!

Prioritising passenger services

Aurizon Coal and Bulk submitted that freight operators were concerned that Queensland Rail
disproportionately favoured passenger services over freight, not that it would prioritise one freight

284 Aurizon Coal and Bulk, sub. 2, p. 39. For instance, Aurizon Coal and Bulk submitted that the range of principles for
managing deviations from daily train path mean that actual operations might vary from the traffic management decision
making matrix as outlined in the network management principles.

285 Aurizon Bulk and Coal, sub. 24, p. 16.

286 Aurizon Coal and Bulk, sub. 2, p. 39; Rail Operators Group, sub. 15, pp. 8-9.

287 Aurizon Bulk and Coal, sub. 24, p. 16. Additionally, both Aurizon Coal and Bulk (sub. 24, p. 16) and the Rail Operators
Group (sub. 22, pp. 23-26) considered that the train control matrix should be clearer that a train service running late due to
a below-rail delay should be given preference over train services that were running late for operational reasons.

288 Rail Operators Group, sub. 22, pp. 6.

289 Rail Operators Group, sub. 15, pp. 8-9.

290 Rail Operators Group, sub. 22, pp. 23-28.

271 Queensland Rail is not vertically integrated with above-rail freight operations and therefore cannot favour a related party.
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operator over another.??2 Aurizon Coal and Bulk considered that other rail infrastructure managers
were usually subject to limitations on the extent to which the freight service might be delayed in

applying train control decision rules that allowed the prioritisation of passenger trains.?”

The Rail Operators Group submitted that it was not evident how much consideration Queensland
Rail was giving freight rail services in managing deviations from the DTP.??* Pacific National also
considered that the 2025 DAU should establish a priority matrix that set out passenger and freight

services at different times of the day and on weekends.?%

Processes for allocating capacity to passenger services and for passenger priority obligations are
prescribed by the TIA.2% The legislation includes an obligation for the railway manager to:

e bring delayed passenger train services back to their scheduled running time?”’

e allocate rail capacity that is available, or will become available, to meet the requirements for
regularly scheduled passenger train services, as set out by the director-general of the
Department of Transport and Main Roads (DTMR).2%8

Queensland Rail submitted that all of its passenger train services used either preserved train paths
or train paths that were the subject of the passenger train service requirements of the DTMR's
director-general. Queensland Rail considered that it was not responsible for identifying passenger
service requirements, nor for the effects of the preserved train path obligations.?”?

Aurizon Coal and Bulk and the Rail Operators Groups submitted that Queensland Rail's network
control principles extended its rights to prioritise passenger services in circumstances that went well
beyond the requirements outlined in the legislation.3%° Aurizon Coal and Bulk considered that this
approach significantly increased the risk of material delay to freight services, which undermined
freight operators’ ability to compete with road transport where an important driver of freight mode

choice was reliability.3%

The 2025 DAU provides for a passenger service to be given priority over any other train service
where the network control officer believes it necessary to:

e bring a late passenger service back to being on-time, or closer to being on-time

e preventfurther delays to a late passenger service, or

e avoid an on-time passenger service that operates in the Metropolitan system during any peak
period from becoming late.3%

We encourage stakeholders to continue to consider and discuss potential improvements to the train
control principles to provide further clarity for access holders as to how Queensland Rail will

292 |n this regard, Aurizon Coal and Bulk (sub. 24, pp. 7-8) submitted that we had not had regard to how Queensland Rail's
objective to maximise the service quality for its passenger business directly reduced the service quality offered to freight
services.

293 Aurizon Coal and Bulk, sub. 24, p. 17-19.

294 The Rail Operators Group (sub. 15, pp. 8-9) considered that rail operators were significantly impacted by Queensland
Rail's operating choices to prioritise passenger operations in pathing decisions.

295 Pacific National, sub. 7, p. 13.

2% Queensland Rail, sub. 14, p. 51.

277 Transport Infrastructure Act, s. 265.

2% Transport Infrastructure Act, s. 266A.

2% Queensland Rail, sub. 14, pp. 51-53.

300 Aurizon Coal and Bulk, sub. 24, pp. 16-18; Rail Operators Group, sub. 33, p. 2.

30" In particular, Aurizon Coal and Bulk (sub. 24, pp. 16-18) submitted that the arrangements provide Queensland Rail with an
unfettered right to delay freight services, including where they were on-time, to preference late-running passenger services
or to avoid future congestion on the passenger network. The Rail Operators Group (sub. 22, pp. 19-20) submitted
amendments to the 2025 DAU that it considered provided greater certainty and reliability to freight services and ensured
that passenger prioritisation did not exceed the legislative obligations,

3022025 DAU, Sch. F, cl. 3(ii).
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prioritise train services.?®® However, we consider that prescribing further rules in the 2025 DAU
network control principles®® could adversely affect Queensland Rail’s ability to efficiently manage its
legislative obligations. Enabling network controllers to give priority to avoid an on-time passenger
service from becoming late provides for Queensland Rail to efficiently manage train services on its
network to prevent or limit delays to passenger services consistent with the TIA. The 2025 DAU
gives Queensland Rail the ability to prioritise passenger services only in these specific circumstances
for passenger services operating in the Metropolitan system during peak periods.

Furthermore, in managing its legislative obligations, we consider that Queensland Rail is
incentivised to efficiently manage both passenger and freight train services to maximise freight rail
volumes operating on its network. Freight train services contribute to recovering the fixed costs of
operating the network. To the extent that reliability of the service is a key driver for freight
customers, poor reliability will have consequences for Queensland Rail’s ability to maximise the
revenue recovered from access holders.

Transparency of train control decisions

Overall, we consider that the broad discretion provided to Queensland Rail to manage its network,
including its ability to prioritise a train service to remedy, mitigate or avoid congestion on the
network, is reasonable. However, where such discretion is provided, we consider that outcomes of
decisions made by network control need to be sufficiently transparent for access holders to hold
Queensland Rail to account for way it operates its network.

The 2025 DAU requires Queensland Rail to provide an access holder with real-time network control
information that indicates actual running of the access holder’s train services against the relevant
DTP.3% Moreover, Queensland Rail is required to report various measures relating to the
operational management of the network. We have outlined amendments to Queensland Rail’s
reporting obligations in the 2025 DAU that we consider appropriate to provide for access holders to
better understand Queensland Rail's performance in operating its network, including providing
further transparency about the reliability of scheduled services (see chapter 7).

Causes of delays

Aurizon Coal and Bulk considered that the usefulness of real time running information and
performance information would be greatly enhanced by including delay and cancellation cause
justification. In this regard, Aurizon Coal and Bulk considered there would be significant benefit in
Queensland Rail collaborating with users to review the delay codes in order to collect more
simplified and useful information for freight customers.?% Aurizon Coal and Bulk said Queensland
Rail had recently agreed to review the delay codes used in the Metropolitan system, as part of a

review of reporting to the South West User Group.3%

303 Aurizon Coal and Bulk (sub. 17, p. 15) considered that its concerns regarding the ambiguity of Queensland Rail’s train
control provisions are best addressed through a collaborative review involving Queensland Rail, rail operators and access
holders. The Rail Operators Group (sub. 28, pp. 19-20; sub. 33, p. 3) asked that Queensland Rail commit to a joint review of
the traffic management arrangements, to be completed within the first 6 months of the AU3 regulatory period (noting that
any amendments to existing arrangements may require a DAAU to be submitted for QCA approval.

304 Such as restricting Queensland Rail’s ability to delay on-time freight trains in applying its train control principles.

3052025 DAU, Sch. F, cl. 3(e). The 2025 DAU (Sch. F, cl. 3(iii)) also includes an obligation for Queensland Rail to report on the
types of different train services operating on the same network to assist access holders to determine whether network
control principles are applied consistently between access holders. Aurizon Coal and Bulk (sub. 24, p. 20) considered that
this obligation is primarily to guard against a vertically integrated network provider preferencing its own operator, which
does not apply to Queensland Rail,

306 Aurizon Coal and Bulk considered that there appears to be significant potential for overlap and inconsistency in terms of
how delays could be attributed to a number of specific delay codes.

307 Aurizon Coal and Bulk, sub. 24, pp. 19-21.
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We encourage stakeholders to collaborate to improve information transparency around train
control decisions. We consider that regional user groups are best placed to consider and
implement (as required) any such improvements across the network.

Scheduled paths

The Rail Operators Group also considered that transparent information on the performance of all
operators against their scheduled paths was critical for access seekers to be able to understand the
opportunities for path rescheduling and resumption that might be available. Furthermore, the Rail
Operators Group considered that providing such information would increase Queensland Rail’s
accountability for using its tools for effective path management to facilitate additional access and
improve network utilisation. As such, the Rail Operators Group submitted that an obligation under
the 2025 DAU to provide this information would ensure that the information was provided in an
efficient format, and over a suitable timeframe, for analysis.3%

We consider it is Queensland Rail’s responsibility to manage the operation of the network —
including to identify where opportunities for path rescheduling and resumption exist to maximise
freight rail volumes on the network. As outlined in chapter 4, we encourage stakeholders to
continue to discuss and consider incorporating additional mechanisms in an approved undertaking
to provide Queensland Rail with more flexibility in train path rescheduling. Where further
transparency supports implementing those mechanisms, this may assist in realising network
utilisation improvements. However, given the extent that end users may value this additional
performance information may vary, we consider that regional user groups are better placed to
weigh up the benefits and costs associated with further reporting obligations.

Passenger peak periods

Separately, we also consider Queensland Rail should be more transparent about the applicable
passenger peak periods in the Metropolitan system — given the discretion provided to Queensland
Rail to prioritise passenger train services that operate during this time to avoid delays to those

services.

Passenger peak periods may vary from time to time to allow Queensland Rail to better manage the
operation of its network. Aurizon Coal and Bulk submitted that Queensland Rail had informally
extended peak periods to those outlined in the network control principles to include time for
passenger fleet mobilisation before the morning peak.3%? Aurizon Coal and Bulk considered that it
would be highly beneficial for the network management principles to specify the applicable peak
periods in the Metropolitan system.®1°

Queensland Rail submitted that passenger peak periods vary by location within the system.3"’

To provide for more transparency, we consider that the passenger peak periods should be
published on Queensland Rail’s website. This will provide access holders with transparency around
the applicable passenger peak periods, while allowing the timing of these periods (and location
specific differences) to be communicated and updated without requiring Queensland Rail to submit
changes to an approved undertaking for our approval.

308 Rail Operators Group, sub. 15, pp. 4-5.

309 Aurizon Coal and Bulk noted that there is variability around the passenger peak periods applied by network control.

310 Aurizon Coal and Bulk, sub. 24, pp. 18-19. Aurizon Coal and Bulk considered that the length of Queensland Rail's peak
periods had a significant impact on freight operators — reducing network capacity and rollingstock utilisation and
increasing costs to customers.

31" Queensland Rail, sub. 32, p. 37.
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Notifying rolling stock operators of updates to the MTP or DTP

Queensland Rail reached consensus with the Rail Operators Group on proposed amendments to
the network management principles that oblige Queensland Rail to notify nominated rolling stock
operators of proposed updates to the MTP or DTP.*'2 The 2025 DAU only included obligations for
Queensland Rail to notify access holders of such changes. The Rail Operators Group considered
that these proposed amendments provide greater recognition of the role of the rolling stock
operator in developing the MTP and DTP.%'®

We consider it appropriate that the 2025 DAU be amended to notify rolling stock operators of
updates to the MTP or DTP. This will provide for a more efficient process for notifying those parties
that may be affected by changes to the MTP and DTP. We consider this is in the interests of access
holders.

The Rail Operators Group also sought amendments to require Queensland Rail to consult with
rollingstock operators in certain circumstances where Queensland Rail was proposing modifications
to a MTP or scheduling a DTP in variation from a MTP.3'* The Rail Operators Group considered the
input of the operator was critical for the access holder to make the necessary decisions.3'®
Queensland Rail submitted that it did not intend to amend the network management principles to

give rolling stock operators who were not access holders, the same rights as access holders.®

We do not consider it appropriate to require amendments to the 2025 DAU to require Queensland
Rail to consult with rolling stock operators in these circumstances. This may serve to increase the
complexity of, and timeframes associated with, Queensland Rail’s obligations to consult with
affected access holders and to consider the appropriateness of proposed modifications to a MTP or
DTP variations. This may provide for less efficient operation of the network.

We consider it is appropriate for access holders to be responsible for effectively communicating
with, and seeking the views of, their rolling stock operators. We have not been provided with
evidence to suggest that in consulting with affected access holders on these matters, sufficient time
has not been provided to provide for the parties to consult with their rolling stock operators.
Queensland Rail considered that arrangements between an access holder and its nominated rolling

stock operator were a matter for those parties.?"’

Separately, the Rail Operators Group submitted that the supply chain calendar was a critical tool to
record planned and urgent possessions but had limited recognition in the network management
principles.®’® We do not consider that further references to the supply chain calendar in the network

312 See Queensland Rail, sub. 27, p. 58 and Rail Operators Group, sub. 28, pp. 27-32. New Hope (sub. 26, p. 11) and Yancoal
(sub. 29, p. 12) were also supportive of the proposed amendments.

313 Rail Operators Group, sub. 28, p. 15. Aurizon Bulk and Coal (sub. 24, pp. 14-15) also submitted that the network
management plan could be amended to more accurately reflect current processes including the role of operators in the
planning and scheduling process. Aurizon Coal and Bulk submitted that under the tripartite agreement used for West
Moreton coal and some bulk services, the customer was the also the access holder, and the operator was just the operator.

314 Rail Operators Group, sub. 28, p. 15. For example, 2025 DAU, Sch. F, cl. 2.1(m)(i), cl. 2.2(f)(ii), cl. 2.2(f)(iii); 2.2(g).

315 Rail Operators Group, sub. 28, pp. 3, 15. The Rail Operators Group submitted that under a tripartite agreement, typically
Queensland Rail contacted the access holder, who contacted its operator for advice — decisions as to whether to accept the
proposed changes were made jointly between the access holder and the operator.

31 Queensland Rail, sub. 27, p. 61.

317 Queensland Rail, sub. 27, p. 61.

318 Rail Operators Group, sub. 28, p. 16. Aurizon Bulk and Coal (sub. 24, pp. 14-15) also submitted that the network
management plan could be amended to more accurately reflect the inclusion of the supply chain calendar in the train
planning principles. Additionally, Aurizon Coal and Bulk considered that cl. 2.2(h) of Schedule F could be removed to
reflect current processes. Where it becomes apparent that this clause no longer is of use to Queensland Rail or access
holders, we would welcome its removal from the 2025 DAU.
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management principles will provide further certainty for access holders. The network management
principles specify that:

e aDTPisto be developed consistent with the applicable MTP and supply chain calendar, unless
a variation is scheduled in accordance with the network management principles3"?

e Queensland Rail is not to modify the MTP for a planned possession where to do so would result
in an access holder's scheduled train services not being met in accordance with its train service

entitlement, without the access holder agreeing to the modifications.32°

6.1.3 Obligations following a dispute on a planned possession

Queensland Rail proposed not to include in the 2025 DAU a requirement that any planned
possession subject to a dispute raised by an access holder is to be delayed until the dispute is

resolved. The 2020 AU includes that requirement.3?’

Aurizon Coal and Bulk, Glencore, GrainCorp, New Hope, Pacific National, the Rail Operators Group
and Yancoal opposed Queensland Rail's proposal to not include such a provision in the 2025
DAU.322 New Hope and Yancoal submitted that in a capacity constrained environment, this
protection is more important than ever.*2A number of stakeholders said they had experienced an
increase in possessions in recent years.*?* Pacific National considered that it was important to retain
the requirement included in the 2020 AU given the increasing trend of possessions users were

facing.®?

We do not consider it necessary for the 2025 DAU to include a requirement for Queensland Rail to
delay implementing any planned possession that is subject to a dispute.

Including such a requirement has the potential to lead to inefficiencies and disruptions to the
running of the network in circumstances where an access holder raises a dispute just before the start
of a planned possession.

Queensland Rail considered that the 2025 DAU had a dispute mechanism that applied equally to all
relevant matters covered by an approved undertaking, and it was this mechanism that should apply

to prevent overregulation.3?

In contrast, Aurizon Coal and Bulk and the Rail Operators Group considered that delaying a
possession until a related dispute was resolved assisted in promoting disciplined operation of the
network, and accountability on Queensland Rail to comply with its obligations to the access
holder.*?” Aurizon Coal and Bulk also considered that the requirement to delay any disputed

3192025 DAU, Sch. F, cl. 2.2(e).

320 2025 DAU, Sch. F, cl. 2.1(m).

3212020 AU, sch. F, cl. 2.4.

322 Aurizon Coal and Bulk, sub. 2, p. 38; Glencore, sub. 11, p. 7; GrainCorp, sub. 4, p. 3; New Hope, sub. 5, pp. 28-29, sub.
26,p.12; sub. 31, pp. 9, 16; Pacific National, sub. 7, pp. 23-24; Rail Operators Group, sub. 15, p. 2; Yancoal, sub. 9, pp. 24-
25; sub. 34, p. 10.

323 New Hope, sub. 31, p. 9; sub. 34, p. 10.

324 Pacific National also submitted that it had experienced an increase in possessions and full system closures on the North
Coast line, as well as longer closure durations (Pacific National, sub. 7, pp. 23-24; sub. 20, p. 14). New Hope and Yancoal
submitted that the West Moreton system had been beset by possessions in recent times (New Hope, sub. 5, pp. 28-29;
Yancoal, sub. 9, pp. 24-25). Aurizon Coal and Bulk (sub. 24, p. 13) considered that the adverse impact of possessions on
freight services had reached a critical level given the ongoing significant closures associated with building Cross River Rail.

325 Pacific National, sub. 20, p. 14.

326 Queensland Rail, sub. 1, p. 64. Queensland Rail submitted that no other rail infrastructure provider in Australia was subject
to this requirement.

327 pacific National (sub. 20, p. 5) submitted that such a requirement put accountability on Queensland Rail to maintain
efficiency of the network and consult with operators. Aurizon Coal and Bulk (sub. 24, pp. 13-14) also submitted that
retaining an effective backstop dispute resolution process on planned possessions would better promote freight on rail —
as effective possession planning that minimised adverse impacts on freight services was critical to the reliability
performance of freight.
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possession ensured there was no incentive for Queensland Rail to delay resolution of a dispute in
order to allow the possession to proceed.?? Pacific National and the Rail Operators Group
considered that the removal of this requirement would appear to be an erosion of access holders’
rights when a bona fide dispute took place.?? Yancoal and New Hope submitted that without this
safeguard there was a real risk of adverse impacts from MTP changes and possessions in

circumstances not permitted by the network management principles.®*

Importantly, the 2025 DAU does not prevent access holders from raising a dispute in relation to
Queensland Rail complying with the network management principles. As outlined in section 3.4, we
consider that the proposed dispute resolution mechanism in the 2025 DAU is sufficient to hold
Queensland Rail accountable for its conduct under the access undertaking.

Queensland Rail proposed an amendment to the definition so that all planned possessions that
adversely affected train services were scheduled in the MTP.

In scheduling train services, the 2025 DAU requires Queensland Rail to use reasonable endeavours
to minimise any material adverse effects on train services caused from scheduling a planned
possession, or any modification or variation to an MTP.*" Queensland Rail must also use its
reasonable endeavours to offer any access holder that is affected by a modification or variation an

alternative schedule time.33?

Pacific National and Aurizon Coal and Bulk submitted that the dispute resolution process was a
structured process that imposed higher costs and longer timeframes for access seekers in
comparison to resolving matters in an informal manner. Aurizon Coal and Bulk considered formal
disputes also created a more confrontational environment for addressing problems.33? The Rail
Operators Group considered there might be a compromise whereby the 2025 DAU would be
amended to include an accelerated dispute resolution process for disputed planned possessions —
to provide an opportunity for a dispute to be resolved before the possession was scheduled to

occur.33

We consider that the provisions in the 2025 DAU will provide sufficient incentives for Queensland

Rail to comply with its obligations outlined in the network management principles. In our view, the
dispute resolution mechanism in the 2025 DAU holds parties accountable for their conduct under
the access undertaking. The dispute resolution provisions require that all parties agree in a legally
binding way to be bound by the determination, including orders as to the payment of costs.

Moreover, we consider that Queensland Rail is incentivised to efficiently manage possessions on its
network and to maximise freight rail volumes in scheduling possessions on its network.33°

To date, there have been no disputes in relation to the way that Queensland Rail has scheduled
planned possessions. Pacific National and Aurizon Coal and Bulk submitted that the absence of
disputes did not imply that such a requirement to delay a disputed possession was not necessary,
noting this had formed part of the regulatory framework to date. Rather, Aurizon Coal and Bulk
considered it was an indicator that this right was highly effective in ensuring that Queensland Rail
took action to resolve concerns as they arose.3%

328 Aurizon Coal and Bulk, sub. 2, p. 38; Rail Operators Group, sub. 15, pp. 9-10.

329 pacific National, sub. 7, p. 23; Rail Operators Group, sub. 15, pp. 9-10.

30 Yancoal, sub. 29, p. 11 and sub. 34, p. 10; New Hope, sub. 26, p. 12.

3312025 DAU, Sch. F, cl. 2.3(a).

3322025 DAU, Sch. F, cl. 2.3(c).

333 Pacific National, sub. 20, pp. 14-15; Aurizon Coal and Bulk, sub. 17, p. 13.

334 Rail Operators Group, sub. 28, pp. 4, 18 and sub. 33, p. 3.

335 Noting freight train services contribute to the recovery of the fixed costs of operating the network.
33¢ Pacific National, sub. 20, p. 14; Aurizon Coal and Bulk, sub. 24, p. 13.
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As such, we will continue to monitor whether the regulatory arrangements affect Queensland Rail's
performance in implementing planned possessions throughout the AU3 regulatory period. Should
Queensland Rail not comply with its obligations outlined in the network management principles and
this has implications for access holders, further amendments to the regulatory arrangements may be
necessary in future.®® As such, we consider it important that the reporting obligations in the 2025
DAU provide sufficient transparency in relation to Queensland Rail’s performance in implementing
planned possessions. The appropriateness of Queensland Rail's proposed reporting obligations is
discussed in chapter 7.

In scheduling planned possessions, Queensland Rail should be responsive to the needs of
customers where possible.®3® We consider that effective engagement with access holders before
scheduling a planned possession will promote the efficient operation of Queensland Rail's network.

Aurizon Coal and Bulk considered that the current arrangements provided a strong incentive on
Queensland Rail to effectively consult with operators and access holders around the timing and
effect of planned possessions.** Pacific National did not believe Queensland Rail would continue
this consultative and inclusive process without the requirement to delay a possession until a related
dispute was resolved.?* Pacific National considered that there should be more transparency and
incentives around consultative procedures before the network owner took possession of the

railway.3’

The 2025 DAU requires Queensland Rail to consult with affected parties where Queensland Rail
schedules a DTP in variation to a MTP or makes a modification to a scheduled DTP.3%2 This provides
for cooperation between parties, where possible, to realise the most suitable and efficient
scheduling outcomes for those affected.

The 2025 DAU also establishes processes that provide for Queensland Rail to effectively engage
with the relevant parties as part of the planning process. In this regard, Queensland Rail must
convene regional network user groups for the West Moreton system, North Coast line and Mount Isa
line (see section 6.3).3*% It is not clear that not including a requirement to delay a planned possession
subject to a dispute will affect these consultation processes. However, as outlined, we will continue
to monitor this matter throughout the AU3 regulatory period.

337 For instance, Aurizon Coal and Bulk (sub. 24, p. 13) considered the risk of inefficiencies and disruptions could be
addressed by, amongst other things, specifying additional time limits to apply to disputes relating to planned possessions
to provide for a timely resolution of those disputes.

338 A planned possession has the potential to significantly disrupt train services and thereby negatively affect access holders
and operators. In this regard, Pacific National (sub. 7, p. 23) submitted that where the MTP was changed without
agreement, the financial and operational impact to a rail operator could be substantial and could cause significant impact
to the end customer.

339 Aurizon Coal and Bulk, sub. 24, p. 13. Pacific National (sub. 20, p. 5) also submitted that the fact that this clause was
currently in place in the 2020 undertaking had meant that Queensland Rail had created a process to actively engage with
industry to explore alternatives to highly impactful possessions.

340 Pacific National, sub. 20, p. 14.

341 Pacific National, sub. 7, p. 23. Pacific Rail considered that rail operators needed a level of protection and a consultation
process with Queensland Rail to influence closures and suggest alternative timeframes to undertake works, particularly
where they could be aligned with closures on other networks. Specifically, strong consultation was needed to ensure
industry provided advice on seasonality to ensure possessions were not imposed during the sugar season and freight
peaks.

3422025 DAU, cls. 2.2(e)-(h).

343 Subject to the continual support of the respective access holders and operators (2025 DAU, cl. 4.4(a)).
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Summary 6.1

It is not appropriate to approve Queensland Rail’s proposed network management
principles (cls. 4.1 and 4.2 and Schedule F of the 2025 DAU). It is appropriate for
Queensland Rail to amend the 2025 DAU to:

e  make clear that Queensland Rail is to respond to an access holder's request for
changes to contracted paths in an MTP as soon as reasonably possible and
provide the access holder with reasons for any decision to decline an access
holder's request for changes to contracted paths in an MTP

e oblige Queensland Rail to notify nominated rolling stock operators of proposed
updates to the MTP or DTP

e require Queensland Rail to publish the applicable passenger peak periods in
the Metropolitan system.

The way in which we consider it is appropriate to amend the 2025 DAU is outlined in
Appendix F.

6.2 Operating requirements manual

The proposed operating requirements manual sets out the rules and procedures for use of the
network by train operators to enable Queensland Rail to manage its network in a way that it
considers safe and efficient.

The operating requirements manual includes practices, standards, systems, protocols and rules
relating to network control and access to, and use of, the network by train operators.3* The
operation requirements outlined in Schedule G of the 2025 DAU are common across the network
and are not subject to individual variation between different access agreements. They address,
amongst other things:

e interface risk management, including environmental risk management
e safe working procedures and safety standards
e incident and emergency response procedures
e  various technical requirements for train control and network planning.

In general, Queensland Rail's proposed operating requirements manual reflects the operating
requirements manual approved as part of its 2020 access undertaking. Queensland Rail has
proposed a number of changes that we consider are administrative in nature, including updated
references to legislation, standards, terminology, external documents and contact details.
Queensland Rail also proposed minor changes to the process for investigating Category A and
Category B rail safety incidents.

344 GrainCorp (sub. 4, p. 2) submitted that it was concerned that the 2025 DAU did not recognise access seekers that were
not accredited operators under the Rail Safety National Law. We consider it appropriate for rail operators that use the
network to be accredited rail transport operators (as defined in the Rail Safety National Law). This means that rail operators
are capable of performing their functions and obligations under a SAA, which provides for the safe and efficient operation
of the network.
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We consider that Queensland Rail's proposed changes do not have material adverse implications
for access holders.

We did not receive any stakeholder submissions in relation to the operating requirements manual.

Summary 6.2

It is appropriate to approve Queensland Rail’s proposed operating requirements
manual (cl. 4.3 and Schedule G of the 2025 DAU).

6.3 User groups

The 2025 DAU requires that Queensland Rail convene regional network user groups for the West
Moreton system, North Coast line and Mount Isa line, subject to the support of the respective access

holders and operators.®*

The regional user groups are to be cooperative groups, with emphasis on analysis of data, open and
impartial discussion and consensus decision-making to improve the operation of the supply
chain.?* We consider that regional user groups provide for Queensland Rail to:

o effectively engage with access holders and operators to collectively identify and introduce
improvements in system and supply chain performance

e  be more responsive to requests of customers in scheduling train services, as well as investing in
and undertaking maintenance activities on its network.

Furthermore, we consider that regional user groups have the potential to identify and implement
productivity and operational improvements across the network. As such, we consider that a
requirement to convene and support regional user groups is in the interests of access holders,
access seekers and Queensland Rail.

A number of stakeholders supported arrangements that provided further consultation and
collaboration with access holders and operators to identify opportunities for further improvement.
Qube considered that Queensland Rail needed to work with rail operators to understand the
opportunities for broader industry improvement.?*” Specifically, Centrex, Mount Isa Line Users and

MMG supported establishing user groups to drive operational and capital improvements.3*8

6.3.1 Specific measures to promote productivity

Certain stakeholders raised concerns that the 2025 DAU did not include specific measures to

promote productivity and operational improvements.3*’

3452025 DAU, cl. 4.4(a).

3462025 DAU, cl. 4.4(b).

347 Qube, sub. 8, p. 6.

348 Centrex, sub. 10, pp. 3-4; Mount Isa Line Users, sub. 17, p. 3; MMG, sub. 18, p. 4.

349 Pacific National (sub. 7, p. 3) considered that the 2025 DAU was locking in a system of complacency, rather than
embracing the continual improvement and commitment needed to address change and critical issues of resilience and
efficiency. North West Phosphate (sub. 6, p. 1) considered that limited innovation and improvement on the Mount Isa line
translated to poor quality of service and performance. GrainCorp (sub. 4, p. 3) submitted that investment in, reliability and
productivity of the rail infrastructure needed to be brought to the fore more prominently than it currently was.
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Moreover, a number of stakeholders identified specific measures that they considered should be
included in the 2025 DAU in order to promote productivity and operational improvements.

o Pacific National considered that the 2025 DAU should include a commitment to publish an
updated North Coast Rail Line Capacity Improvement plan and an agreement to consult on
investment plans with access holders. In relation to the North Coast line, Pacific National and
the Rail Operators Group submitted that Queensland Rail needed an action plan that took a
long-term view on investment, demand, capacity and resilience.?°

o Pacific National considered that the 2025 DAU should incorporate mechanisms to drive data
accuracy, efficiency and improved transparency, including providing accurate, real-time
data.®™

o GrainCorp considered that the 2025 DAU could provide a stronger incentive for Queensland

Rail to make its track detection equipment used to enforce compliance with asset protection
standards fit for purpose and appropriately accurate.®*? GrainCorp submitted that users
significantly underloaded all grain train services to avoid the delays and costs caused by false
positive detections, given installing load-site weigh systems at every grain loading site was
economically unviable. Furthermore, GrainCorp considered that there was no urgency or
requirement for Queensland Rail to install an appropriately precise and accurate

353

weighbridge.

o Aurizon Coal and Bulk considered that the 2025 DAU should enable access seekers to
register their interest in acquiring a new or varied train path if it became available as a result
of path rescheduling or resumption. Aurizon Coal and Bulk considered that the 2025 DAU
should also require Queensland Rail to provide interested access seekers with capacity
information to allow the access seeker to assess opportunities for path resumption or

rescheduling.?>

We encourage identifying and implementing measures that will realise productivity and operational
improvements across Queensland Rail's network.

However, it is important to consider and understand the costs and benefits of any proposed
investments or operational improvements to provide for the efficient operation of, and investment
in, the network.

Queensland Rail will incur costs from investing in operational improvements, or from having
additional planning, reporting or monitoring obligations because of measures that are introduced
within the regulatory framework. We consider it is in Queensland Rail’s legitimate business interests
to generate expected revenue to meet the efficient costs of providing access to its network.

System-specific issues, such as developing an action plan for the North Coast line, require system-
specific solutions rather than overarching obligations in an approved access undertaking.
Relevantly, the network and customer characteristics for each system vary significantly.

350 Pacific National, sub. 8, pp. 8-9; sub. 20, p. 13; Rail Operators Group, sub. 15, pp. 1, 4-5. The Rail Operators Group
supported including commitments to developing long-term investment strategies for key freight and resource corridors, in
consultation with users.

351 Pacific National, sub. 13, p. 12. Pacific National (sub. 20, p. 12) submitted that regular provision of data can be an effective
and transparent way to monitor the condition of the network and the service provided but needs to be relevant and timely
in order to drive improved efficiency and support modal shift.

352 GrainCorp submitted that Queensland Rail used a number of devices to monitor train weights that were not designed or
certified for accurate weighing of wagons.

353 GrainCorp, sub. 4, p. 5.

354 Aurizon Coal and Bulk, sub. 2, pp. 50-51. The Rail Operators Group (sub. 22, p. 4) supported the consideration of
improved tools for train path management.
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While it is not clear to what extent the productivity and operational improvements proposed by
certain stakeholders will benefit other access holders across the network, such measures have
potential to impose additional costs on these access holders.?*> We also note that many of
stakeholders raised concerns about the affordability of access to Queensland Rail’s network.

We therefore consider that effective consultation with affected parties is an important part of the
process in identifying, assessing and implementing efficient operational improvements to the
network. We consider that regional user groups are well placed to provide for this.

To support regional user groups, the 2025 DAU requires Queensland Rail to, amongst other things:

e  provide analysis of the root causes of ongoing or systematic issues being experienced
e identify resolutions to such issues and other productivity or efficiency initiatives
e  provide evaluation and modelling of the outcomes of potential supply chain operational

changes that the regional network user group supports investigating.3*

Aurizon Coal and Bulk submitted that the 2025 DAU did not create any accountability on
Queensland Rail's compliance with its commitment to support regional network user groups.®*’ New
Hope considered that from its observation, Queensland Rail was not providing adequate resources
for data collection and analysis to meet the needs of the South West User Group.?® MMG submitted
that historically there had been lack of engagement by Queensland Rail with the regional groups —
MMG wanted to see a stronger commitment from Queensland Rail.%?

We consider the dispute resolution mechanism in the 2025 DAU holds parties accountable for their
conduct under the access undertaking.

Furthermore, now that the regional user groups have been established in the various systems, we
will continue to monitor whether Queensland Rail is fulfilling its obligations to support these groups.
Should regional user groups not be effective in identifying and implementing measures that realise
productivity and operational improvements across Queensland Rail's network, further amendments
to the regulatory arrangements may be necessary in future. However, we note that the effective
functioning of the regional user groups is dependent on the support of all relevant parties.

6.3.2 Further obligations to respond to operational requests

Pacific National considered that the 2025 DAU should include obligations for Queensland Rail to
respond to rail operators in a more timely way. Pacific National submitted that there were no
mandated timeframes in the 2025 DAU for Queensland Rail to respond to rail operator requests

designed to improve efficiency.3*°

Pacific National submitted that it had a number of high impact operational requests outstanding
with Queensland Rail as of March 2024, most of which required Queensland Rail engineering

3% For example, New Hope (sub. 12, pp. 3-4) submitted that it already installed sufficiently accurate weighing devices at its
own loading facility and was not in a position to support contributing costs to additional mainline devices. New Hope also
considered that caution should be exercised when considering the installation and maintenance of more accurate mainline
weighing devices, as the associated track outages could be significant.

3562025 DAU, cl. 4.4(c).

357 Aurizon Coal and Bulk, sub. 2, p. 20.

38 New Hope, sub. 12, p. 3. New Hope submitted that it supports Queensland Rail's revenue allowances providing sufficient
resources for this critical function.

39 MMG, sub. 18, p. 4. MMG submitted that it would like to see the Mt Isa Line User Group convene more often and was
eager to provide its input to, and cooperate with, Queensland Rail on how to improve the Mount Isa line for the mutual
benefit of Queensland Rail and its users.

360 pacific National, sub. 13, pp. 5-6.
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review. Pacific National provided two examples of requests that it considered had not been
addressed in a timely manner by Queensland Rail:

e InJuly 2023, Pacific National requested to use Queensland Rail-owned equipment, which it
offered to pay for. It considered that would significantly increase the efficiency of its operations.
Pacific National submitted that this request had still not been implemented, despite
Queensland Rail indicating that it was willing to enter into an agreement to facilitate use of the
equipment.

e InSeptember 2023, Pacific National approached Queensland Rail’s engineering team to
approve the use of wagons (currently in storage) for a specific shuttle service between Pacific
National’s Townsville terminal and the Townsville jetty. Pacific National submitted that
Queensland Rail has been unable to engage on this issue in a meaningful way until very

recently due to resourcing constraints.?¢’

In contrast, Queensland Rail submitted that it strove to work with access seekers and end users to
advance the use of the network.3¢?

From the information available, itis not clear that the 2025 DAU should include further obligations
that prescribe the time in which Queensland Rail should respond to rail operators in order to
improve service and responsiveness for their end customers.

Importantly, Queensland Rail's regulatory framework provides for access seekers to obtain access to
Queensland Rail's network on reasonable terms and conditions. Moreover, we consider that the
negotiation framework in the 2025 DAU facilitates access seekers and Queensland Rail to negotiate
the terms and conditions for access to Queensland Rail’s network (see chapter 3).

Within this regulatory framework, we consider that Queensland Rail is incentivised to negotiate
mutually beneficial terms of access. In this regard, Queensland Rail considered that it was
incentivised to assist access seekers and users, as additional usage of the network contributed to
cost recovery of largely fixed capital costs of the network. Queensland Rail provided a number of
case studies to demonstrate its commitment to work with access seekers and users to achieve

mutually beneficial outcomes.3¢3

Imposing broad obligations in the 2025 DAU requiring Queensland Rail to respond to requests
from operators may be problematic, because efficient response times depend on the specific
request. Obligations to respond to operators’ requests could also present resourcing challenges for
Queensland Rail, given the infrequent nature of requests. Requests from operators may vary
significantly, as noted in the examples provided by Pacific National. Furthermore, it is not clear that
all requests are related to Queensland Rail's operation of the below-rail infrastructure.

In any event, it is not evident to us that there are systemic problems with Queensland Rail’s existing
response to specific requests.

Summary 6.3

It is appropriate to approve Queensland Rail's proposed obligations to provide for
productivity and operational improvements (cl. 4.4 of the 2025 DAU).

361 Pacific National, sub. 7, pp. 5-6.
362 Queensland Rail, sub. 14, pp. 27-29.
363 Queensland Rail, sub. 14, pp. 27-29.
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7 Reporting requirements

Queensland Rail's 2025 DAU sets out how Queensland Rail is to report its performance in managing
the network.

Overview of the decision

We consider it is appropriate for Queensland Rail to make some amendments to the reporting
requirements in the 2025 DAU. The way in which we consider it is appropriate to amend the 2025
DAU is outlined in Appendix F.

Reporting requirements (Part 5) — summary

Queensland Rail proposal Clause QCA draft decision

Performance reporting

Queensland Rail proposed to change cl. 5.1 It is appropriate for Queensland Rail to
the indicators provided as part of the amend the 2025 DAU to:
quarterly network performance report, to e provide for the quarterly performance

not include some performance reports to be more informative for end

indicators that were required as part of

users

its 2020 undertaking. e clarify that planned possessions that
Stakeholders supported amendments to may adversely affect the operation of
the quarterly network performance train services are to be scheduled into
report to provide more useful and the MTP, in accordance with the
relevant information for end users. network management principles.

See section 7.2

7.1 Overview of reporting obligations in the 2025 DAU

Part 5 of the 2025 DAU outlines Queensland Rail's reporting responsibilities. Queensland Rail
proposed reporting arrangements requiring it to prepare quarterly and annual performance reports
to inform parties about its performance in operating the network and negotiating access, as well as
the costs associated with providing access to parts of the network (Figure 6). Queensland Rail is
also required to prepare annual financial statements, publishing the accounting records for its
below-rail services.**

Part 5 also provides rules for auditing Queensland Rail's compliance with the provisions in the 2025
DAU. Acting reasonably, we may require an audit of compliance with any aspect of the undertaking,
or request Queensland Rail to provide information required for the purpose of complying with the
undertaking.3¢®

3642025 DAU, cl. 5.3.
3652025 DAU, cl. 5.4.
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Figure 6: Queensland Rail’s quarterly and annual network performance reports

Quarterly network performance report Annual network performance report

Reports various measures relating to Queensland ~ Reports various measures across the access

Rail's operational management of the network, negotiation process, including:

including: e capacity information requests

. on-time running of train services o access applications

e  transittime delays ° indicative access proposals

e  train cancellations e  negotiation cessation notices

e  possessions — planned, urgent and e  access agreements executed and timeframes
emergency for negotiation

e  track under temporary speed restrictions e disputes referred to the dispute resolution

° overall track condition index (OTCI) process

e major reportable safety incidents e maintenance costs, operating expenditure

o verified written complaints by access and capital investment for each regional
holders. network

e  volumes of train services for each regional
network.

Source: 2025 DAU, cls. 5.1 and 5.2.

7.2 Quarterly performance reporting

Queensland Rail's proposed reporting obligations provide interested parties with information on
how efficiently Queensland Rail has been performing and confidence that it is complying with an
approved access undertaking. Accurate and appropriate information on network performance and
the running of trains will assist participants in supply chains in understanding problems, identifying
their cause, and developing ways to improve operations on the network. As such, we consider that
these reporting obligations will assist to promote the economically efficient operation of, use of and
investment in the network.

The proposed quarterly reporting obligations in the 2025 DAU reflect the type of information
produced in the quarterly reports during the AU2 regulatory period.**® However, Queensland Rail
has proposed minor changes to the quarterly reporting obligations in the 2020 undertaking. In this
regard, the 2025 DAU does not require Queensland Rail to report:

e the number of times that the network control officer made a decision to deviate from a DTP to
remedy, mitigate or avoid network congestion3’

e  aggregate information on temporary speed restrictions, overall track condition and
possessions by train type for the various systems of the network3¢®

e ad hoc planned possession start and end times, as well as the number and duration of these
possessions for the quarter®? (see section 7.3).

3¢ The 2025 DAU requires the quarterly report be published within 6 weeks of the end of the quarter, instead of within 4
weeks. Queensland Rail considered that a 4-week timeframe was not sufficient given the complexity of the current quarterly
reporting requirements (Queensland Rail, sub. 1, pp. 60-62.). New Hope, Yancoal and Pacific National did not object to
Queensland Rail’s proposed amendments to the timeframes for delivering the quarterly report (New Hope, sub. 5, p. 27;
Yancoal, sub. 9, p. 23; Pacific National, sub. 7, pp. 15-16).

367 Queensland Rail submitted that its Vizirail system did not have the ability to record this KPI. See Queensland Rail, sub. 1,
pp. 62-63.

3% Queensland Rail (sub. 1, p. 63) submitted that this information could not be reported by train type, and this requirement
was an error in the 2020 undertaking.

3% Queensland Rail (sub. 1, p. 63) submitted that its systems did not have the capacity to report on ad hoc planned
possessions — and its Vizirail system would require expensive enhancements to record start and end times for these
possessions. Queensland Rail also considered that ad hoc planned possessions only had a minor effect on delays.
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Aurizon Coal and Bulk, Glencore, New Hope, Pacific National and Yancoal all opposed Queensland
Rail's proposal to remove the above reporting requirements. In particular, these stakeholders
considered that further accountability and transparency was important in relation to Queensland
Rail's decision to implement ad hoc planned possessions and to deviate from a DTP.37°

Pacific National considered there was a disappointing theme of information asymmetry and reduced
transparency for rail operators.®”" GrainCorp was concerned there had been a backwards step in

Queensland Rail's proposed standard of reporting.372

In contrast, Queensland Rail considered the existing reporting arrangements were robust and

characterised by a notably high level of openness and transparency.®’?

Effective reporting and compliance monitoring underpin the integrity of the access regime, as they
place accountability on Queensland Rail's performance and provide for greater levels of
transparency and supply chain improvement. However, we consider the benefits obtained from
reporting and compliance monitoring need to be balanced with the regulatory burden that
reporting obligations may impose on Queensland Rail.

Queensland Rail submitted that further regulatory requirements to provide additional information

might be an administrative burden on Queensland Rail and impede operational efficiency.37*

7.2.1 Usefulness of reported information

While the proposed reporting obligations will provide interested parties with information to assess
Queensland Rail's performance in delivering train services, we recognise that certain access holders
may benefit from the reporting of additional information. In particular, we consider that there may
be merit in providing more useful information to give access holders sufficient transparency as to
how Queensland Rail is performing in managing the network.

Aurizon Bulk and Coal identified instances where it considered amendments to Queensland Rail’s
performance reports would result in more useful and relevant information being presented to
customers and stakeholders. Aurizon Bulk and Coal also considered that these amendments would
improve consistency in performance reporting across the Australian rail network and were unlikely
to impose unreasonable costs on Queensland Rail.3®

The Rail Operators Group acknowledged that performance and reporting issues were complex, due
in part to Queensland Rail's systems restrictions and legacy issues.®¢ In this regard, Queensland Rail
submitted that it could not readily amend its reporting systems to provide the additional reports
requested by stakeholders.3”’

GrainCorp submitted that it would like to see further progress in improving reporting of on-time
performance of the network and speed restrictions. It considered that the consultation process

370 Aurizon Coal and Bulk, sub. 2, p. 43-44; New Hope, sub. 5, p. 27; Glencore, sub. 11, p. 7; Yancoal, sub. 9, pp. 23-24;
Pacific National, sub. 7, p. 17-19.

371 Pacific National, sub. 7, p. 3.

372 GrainCorp, sub. 4, p. 7.

373 Queensland Rail, sub. 14, pp. 48-50. Queensland Rail also submitted that regular reports on service performance and
network operations were routinely disseminated to stakeholders, ensuring transparency and accountability. Moreover,
Queensland Rail stated that it was also currently bound by obligations to provide detailed information on proposed access
charges within the negotiation process and was mandated to disclose commercial access pricing to other operators.

374 Queensland Rail, sub. 14, pp. 48-50.

375 Aurizon Bulk and Coal, sub. 24, pp. 22, 25. Aurizon Coal and Bulk considered that collecting this information reflects good
industry practice, and it is likely that this information, in many cases, is already collected by Queensland Rail.

376 Rail Operators Group, sub. 28, p. 13.

377 Queensland Rail, sub. 27, p. 59.
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should continue.?”® The Rail Operators Group also welcomed further opportunities to develop more

meaningful and useful indicators.®”?

Queensland Rail considered that its proposed reporting obligations are already highly prescriptive.

Queensland Rail submitted that variability across its network®° must also be considered when

evaluating changes to reporting requirements and that overly detailed reporting risks diluting

meaningful insights and could lead to misinterpretation of performance metrics.®’

For the reasons outlined in Table 4, we consider that it is appropriate to require amendments to

Queensland Rail's reporting obligations in the 2025 DAU to provide for the quarterly performance

reports to be more informative for end users.

Table 4: Consideration of suggested amendments to the quarterly performance reports

Stakeholder submissions

The 2025 DAU requires Queensland Rail to report
the number and percentage of train services that
did not reach their destination within the allotted
time threshold, as well as to outline whether
delays are solely due to rail network issues or due
to delays attributed to the rail operator.®?

Aurizon Coal and Bulk did not consider that this
approach to reporting the reasons for train
services not reaching their destination within the
allotted time threshold provided useful
information for stakeholders. In particular, Aurizon
Coal and Bulk submitted that services ran long
distances, meaning it was unlikely that there

would be a sole cause for a delayed service.?®

To understand whether late arrivals were due to
the rail operator running late, or because of rail
network issues, Aurizon Coal and Bulk considered
that outlining the following information would be
more useful:

e  the number and percentage of train services
for which the operator was running on time
(within the agreed time threshold)

e  ofthose services for which the operator was
running on time, the number and
percentage of train services that reached
their destination on time

QCA analysis

We consider it appropriate to require
amendments to Queensland Rail’s reporting
obligations to enable end users to be better
informed as to the reasons for delayed services
across the network. In particular, amending the
reporting obligations in this manner provides a
reasonable level of transparency about how
Queensland Rail is performing in operating its
network and the reliability of scheduled services.
We consider that this level of transparency is
required to place accountability on Queensland
Rail's performance.

From the information provided, we do not
consider that requiring these amendments to
Queensland Rail’s reporting obligations will
impose a significant burden on Queensland Rail,
as this data should be readily available to
Queensland Rail.

While complexities associated with train
operations may need to be further considered in
interpreting the information reported,
Queensland Rail’s customer and user-group
meetings provide a good opportunity for
Queensland Rail to discuss those factors that may
have affected service performance and

operational metrics.¢

378 GrainCorp, sub. 25, p. 2.

379 Rail Operators Group, sub. 28, pp. 13-14. To aid further discussions between Queensland Rail and its stakeholders, the
Rail Operators Group asked that we provide a clear direction around the type of KPIs that were required.
380 Such as differences in train types, product types, service durations and operational practices.

%! Queensland Rail, sub. 32, pp. 34-35.
3822025 DAU, cl. 5.1.2(a)(ii).

383 Aurizon Coal and Bulk, sub. 24, pp. 22-23. Aurizon Coal and Bulk noted that more than 99% of late services were
attributed to being ‘due to any other reason’ in Queensland Rail's recent quarterly report.

3¢ Queensland Rail (sub. 32, p. 35) submitted that it hosts regular customer and user-group meetings to discuss key topics,
including service performance, upcoming possessions, network management activities and other operational metrics.
Queensland Rail considered that combining tailored reports with direct stakeholder engagement provides for access
holders to receive customised insights that address their specific needs.
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Stakeholder submissions

e  ofthose services for which the operator was
not running on time, the number and
percentage that did not deteriorate
further.3®

Queensland Rail submitted that granular
reporting at the level proposed is unworkable
due to the complexity of train operations — with
individual services traversing multiple network
sections, diverse factors contribute to delays.
Queensland Rail considered that introducing
additional layers to the existing reporting
categories (below-rail, above-rail, and unallocated
delays) would result in excessive administrative
burden and limited practical benefits.*

QCA analysis

The 2025 DAU requires Queensland Rail to report
the average above-rail delay, below-rail delay and
unallocated delay in minutes, per 100 train

kilometres for aggregated train services.*®

Aurizon Coal and Bulk considered that the
information provided would be more useful to
report the delays in minutes per transit hour,
given different components of the network could
have very different expected transit times. Aurizon
Coal and Bulk considered that expressing delays
in minutes per transit hour provided a clearer
understanding of the impact of each category of
delay on the ability for the train service to operate

on time.38

Additionally, Aurizon Coal and Bulk considered
that reporting information on expected and actual
transit times over the network would be very
useful.®®?

Queensland Rail submitted that transit-hour-
based reporting introduces inconsistencies due to
variable definitions and operational differences,
such as whether scheduled activities (e.g. crew
changes and dwell times) are included. The
change would lead to distorted comparisons
between short-haul and long-haul services,

We consider it appropriate to require
amendments to Queensland Rail's reporting
obligations to enable end users to better
understand the extent, and potential impacts, of
delays to services across the network. Amending
the reporting obligations in this manner provides
a reasonable level of transparency about
Queensland Rail's performance in operating its
network and the reliability of scheduled services.
We consider that this level of transparency is
required to place accountability on Queensland
Rail's performance.

Importantly, from the information provided, we
do not consider that requiring these amendments
to Queensland Rail's reporting obligations will
impose a significant burden on Queensland Rail,
as these amendments require improvements to
the way in which data is presented rather than the
collection of new datasets.

While operational differences and inconsistencies
may need to be further considered in interpreting
the information reported, Queensland Rail's
customer and user-group meetings provide a
good opportunity for Queensland Rail to discuss
those factors that may have affected service

performance and operational metrics.?"

384 Aurizon Coal and Bulk, sub. 24, pp. 22-23. The Rail Operators Group, (sub. 22, p. 14) also submitted amendments to the

2025 DAU to reflect this position.
385 Queensland Rail, sub. 32, pp. 35-36.
37 2025 DAU, cl. 5.1.2 (a)iii).
38 Aurizon Coal and Bulk, sub. 24, pp. 24-25.
389 Aurizon Coal and Bulk, sub. 24, pp. 25.

391 Queensland Rail (sub. 32, p. 35) submitted that it hosts regular customer and user-group meetings to discuss key topics,
including service performance, upcoming possessions, network management activities and other operational metrics.
Queensland Rail considered that combining tailored reports with direct stakeholder engagement provides for access
holders to receive customised insights that address their specific needs.
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Stakeholder submissions QCA analysis

undermine transparency, and increase the

complexity of data collection.??

Separately, we do not consider it appropriate to
require additional obligations to report expected
and actual transit times over the network. We
consider that providing further information on
transit time delays is best considered at the
respective regional user groups, given the extent
that end users value this information may vary and
that providing this information will impose costs
on Queensland Rail.

The 2025 DAU requires Queensland Rail to report
the number and percentage of planned
possessions that start and finish within a certain
time of the scheduled time.*??

In relation to the information on the performance
of possessions, Aurizon Coal and Bulk considered
that the most important information for
stakeholders was the extent that Queensland
Rail's possessions impacted scheduled train
services.’”® To reflect this, Aurizon Coal and Bulk
considered that there was more value reporting
the following:

e the number and percentage of train services
cancelled or rescheduled for the purpose of
network possession — as this provided
information on the extent to which
Queensland Rail’s network possessions
impacted the reliable operation of train
services on the network

e the percentage of maintenance work (hours)
delivered in planned possessions — as this
provided a simpler presentation of
Queensland Rail's performance in

maintenance planning and execution.?**

Queensland Rail submitted that delivering these
metrics would require substantial system
upgrades or manual data reconciliation, leading
to increased administrative burden and

operational costs without proportional benefits.3?®

We consider it appropriate to require
amendments the 2025 DAU to enable end users
to be better informed as to how Queensland Rail
is managing possessions across the network. We
consider it appropriate for Queensland Rail to
report the total time scheduled for planned
possessions, as well as any additional possession
time required to undertake planned maintenance
work. We consider that this level of transparency
is required to place accountability on Queensland
Rail's performance in planning and executing
possessions on its network for planned
maintenance work.

We do not consider that requiring this
amendment to Queensland Rail’s reporting
obligations will impose an unreasonable burden
on Queensland Rail, as much of this data should
be readily available and collected by Queensland
Rail — noting that Queensland Rail would need to
take into account such information in planning
and scheduling future possessions on the
network.37®

In our discussion paper, we previously outlined
our view that it was appropriate for Queensland
Rail to report on the number and percentage of
train services cancelled or rescheduled for the
purpose of network possession. While further
reporting obligations may provide for end users
to be better informed about how Queensland
Rail's management of possessions is affecting the

390 Queensland Rail, sub. 32, p. 36.
3922025 DAU, cl. 5.1.2(a)(x).

393 Aurizon Coal and Bulk submitted that it would not consider Queensland Rail completing a possession late to be a material
issue if there were no train services impacted. Furthermore, Aurizon Coal and Bulk considered that if Queensland Rail was
able to successfully align its possessions, then the number of possession hours might not have a strong correlation with the

impact on train services.
394 Aurizon Coal and Bulk, sub. 24, p. 24.

3% Queensland Rail, sub. 32, p. 35. Queensland Rail considered that Queensland Rail already addresses stakeholder data
needs effectively through regular user-group meetings and other communication channels, which provide a practical
means to address specific data requirements without overburdening reporting frameworks.

398 Aurizon Coal and Bulk (sub. 24, pp. 23-24) submitted that it expected this information would be readily available from

Queensland Rail’s information systems.
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Stakeholder submissions

Furthermore, Queensland Rail considered that
tracking maintenance work hours within
possessions or linking rescheduled services to
possessions, present significant challenges.
Queensland Rail considered that attempting to
record the granular details proposed would
require significant investment in data

infrastructure).37

New Hope submitted that if Queensland Rail
genuinely believes that it cannot report particular
metrics, then the discussion should be around
alternative measures that can be reported that
provide information on the same issue of

concern.?”’

QCA analysis

reliability of scheduled services, such benefits
need to be balanced with the costs associated
with updating Queensland Rail’s reporting
systems.

Overall, we consider that interested parties will be
provided with adequate information to consider
the reliability of scheduled services. The 2025
DAU requires Queensland Rail to report
information on delays to, and cancellations of,
train services, as well as the number of train
services that were cancelled or rescheduled as a
result of an emergency or urgent possession.

As such, we now consider that the benefits and
costs associated with implementing further
improvements to reporting systems should be
further considered at the respective regional user
groups, given the potential costs associated with
such changes.

The 2025 DAU requires Queensland Rail to report
the number and percentage of train services
scheduled in the DTPs that were cancelled.?”

Aurizon Coal and Bulk considered that there was
value in clarifying what was meant by a
‘cancellation” when reporting the number and
percentage of train services scheduled in the DTP
that were cancelled.*®

Queensland Rail submitted that the definition of
cancellations must account for cancellations
occurring across multiple planning stages,
including the MTP, short-term plan (STP) and DTP.
Queensland Rail considered that a practical and
standardised definition of cancellations is critical
to avoid misinterpretation and ensure clarity in
reporting.*""

We consider it appropriate to require
amendments to Queensland Rail’s reporting
obligations to clarify the definition of cancellation.
This will enable end users to better interpret the
information provided by Queensland Rail.

7.2.2

Further reporting to analyse system performance

Additionally, a number of stakeholders submitted that requiring Queensland Rail to provide the

following information would enable further analysis of system performance or inform long-term

network planning:

e the number of times that the network control officer deviated from a DTP*%?

3% Queensland Rail, sub. 32, pp. 36-37.

37 New Hope, sub. 31, p. 16.

3992025 DAU, cl. 5.1.2(a)(iv).

400 Aurizon Coal and Bulk, sub. 24, pp. 23-24.
401 Queensland Rail, sub. 32, p. 37.

402 pacific National (sub. 7, pp. 17-18) submitted that operators needed visibility of whole-of-network delays and cancellations
in order to interrogate root causes and understand what it meant for network resilience and efficient use of the network.
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e information on ad hoc planned possessions*®

e modelling on future passenger service growth and the likely impacts for rail freight.*%

A greater understanding of system performance may assist access holders to identify potential areas
for investment or operational improvement, particularly as systems become more congested.
However, at this time, we consider that providing further information to better analyse system
performance or to inform long-term planning should be further considered at the respective
regional user groups.

Queensland Rail stated that it will work with customers on an ongoing basis to further develop the
available reporting, subject to the feasibility of updating reporting systems. Queensland Rail
submitted that it had worked with the North Coast Line User Group to provide additional
reporting.4%

The Rail Operators Group submitted that it appreciated the progress that has been made in system
user groups to identify performance indicators that highlighted opportunities to improve system
performance. However, the Rail Operators Group did not consider that this removed the need for
useful and informative public KPIs.4% System user groups were limited to existing system
participants, and different indicators were being developed for each group reflecting the specific

performance improvement objectives for each system.*"’

We consider that the required amendments to the reporting obligations in the 2025 DAU will
provide interested parties with adequate information on how efficiently Queensland Rail has been
performing, while balancing Queensland Rail's legitimate concerns about additional compliance
costs.

Queensland Rail may incur significant additional costs where further reporting obligations are
incorporated in the regulatory framework. For instance, Queensland Rail submitted that its Vizirail
system did not have the ability to record the number of times that the network control officer made
a decision to deviate from a DTP. Moreover, Queensland Rail considered that it was not appropriate
to impose this administrative burden on train controllers, as they needed to be fully focused on the
task of network control.*®® While there may be potential solutions for obtaining and reporting this

409

information,*%? obligations to report this information will impose costs on Queensland Rail.

Moreover, the extent that end users value additional performance information may vary, especially
because network and customer characteristics for each system vary significantly. For instance, not all

Moreover, Pacific National considered that with greater congestion on the network, deviations from the DTP were likely to
increase. Pacific National submitted that removing this reporting requirement would increase the information asymmetry
between rail operators and Queensland Rail.

403 Pacific National (sub. 7, pp. 18-19) considered that such information assisted it to assess and understand whether
Queensland Rail’'s maintenance planning process was efficient. Pacific National considered that any trend towards
increased ad hoc planned possessions raised concerns about Queensland Rail's maintenance planning process. Pacific
National also considered that this information enabled it to reconcile where a train had been cancelled due to ad hoc
possessions or related impacts.

404 Pacific National (sub. 7, p. 13) and the Rail Operator Group (sub. 15, p. 1) considered that the 2025 DAU should include a
requirement for Queensland Rail to provide modelling on future passenger service growth and the likely impacts for rail
freight, to inform long-term network planning. In this regard, Pacific National submitted that both the Queensland freight
task and demand for passenger rail services were expected to increase significantly. Pacific National considered that
increased transparency about how Queensland Rail would make capacity decisions would be required.

405 Queensland Rail, sub. 27, p. 59.

406 The Rail Operators Group submitted that publicly reported KPIs provided information on rail system performance to all
existing and new rail operators: allowed rail operators to assess likely performance outcomes; enabled comparison of
performance across systems, might enhance the operation of system user groups; and might assist pursuing opportunities
to promote modal shift to rail.

407 Rail Operators Group, sub. 28, p. 13.

408 Queensland Rail, sub. 1, pp. 62-63.

409 For instance, Pacific National (sub. 7, pp. 17-18) considered that Queensland Rail could seek a solution that automated
most of this work for train controllers; or allocated dedicated time at the end of each shift so train controllers could
document reasons for any deviation.
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systems will suffer from increasing congestion during the upcoming regulatory period. We consider
that regional user groups are better placed to identify and address system-specific issues than
overarching obligations in an access undertaking.

New Hope submitted that its preference was to work with the regional user group so that the type of
information needed to understand system performance and drive improvements was made
available, rather than prescribe further reporting requirements in the 2025 DAU.4'

The Rail Operators Group considered that there was value in including a commitment by
Queensland Rail to hold an annual stakeholder forum during the AU3 regulatory period to discuss
opportunities for improved performance indicators.*'" We consider that regional user groups are
best placed to determine suitable engagement timeframes to identify further opportunities for
improving performance reporting. Importantly, there is scope for system user groups to establish

arrangements that best suit the needs of specific participants.*'?

7.2.3 Further reporting on ad hoc planned possessions

We do not consider it is necessary for the 2025 DAU to include a requirement for Queensland Rail
to delay implementing any planned possession that is subject to a dispute (see section 6.1.3 of this
decision). However, it is important that the reporting obligations in the 2025 DAU provide sufficient
transparency in relation to Queensland Rail’s performance in implementing planned possessions.
This is necessary to hold Queensland Rail accountable for its performance in scheduling
possessions and to promote disciplined operation of the network.*'

The proposed reporting obligations in the 2025 DAU do not require Queensland Rail to report ad
hoc planned possessions.

A number of stakeholders considered that ad hoc planned possessions had implications for rail
operators.*'* Aurizon Coal and Bulk considered that if Queensland Rail wanted to retain the right to
apply ad hoc planned possessions, it was important that it was transparent and accountable in the
way it used this right. Aurizon Coal and Bulk submitted that adopting a simplified approach to

reporting on compliance with possession timeframes may be satisfactory.*'®

In our draft decision, we considered it appropriate for the 2025 DAU to require that Queensland Rail
report on ad hoc planned possessions as part of its quarterly report.

In response to our draft decision, Queensland Rail proposed to:

e delete the definition of ad hoc planned possession (and all references to ad hoc planned
possessions) from the 2025 DAU

411 Rail Operators Group, sub. 28, p. 3, 14, 28-29; sub. 33, pp. 5-6. The Rail Operators Group submitted that an annual forum
would also provide a smoother transition between access undertakings and would facilitate discussion of National Rail
Action Plan interoperability and harmonisation objectives.

412 Yancoal (sub. 34, p. 8) submitted that it remains interested in seeking to develop a more effective, transparent and
customised reporting regime through the South West User Group.

413 Scheduling possessions for the purpose of undertaking regular maintenance and capital works should be planned in
advance to provide access holders with certainty as to the upcoming scheduling of train services.

414 Aurizon Coal and Bulk (sub. 2, p. 42), New Hope (sub. 5, p. 27), Pacific National (sub. 7, p. 18; sub. 20, p. 16) and Yancoal
(sub. 9, p. 24) all questioned Queensland Rail's assertion that ad hoc planned possessions only had a minor effect on
delays for rail operators. Pacific National submitted that the downstream impacts of any delay could be significant in terms
of supply chain management, and ultimately the end customer suffered the consequences of such repercussions. Pacific
National considered that such delays could also have labour impacts and could potentially cause a cancellation in
subsequent services in instances where the rail operator had exhausted all available crew. GrainCorp (sub. 4, p. 3)
considered there could be a significantly increased reliance on ad hoc planned possessions, which would further erode
train paths for grain in the DTP.

415 Aurizon Coal and Bulk, sub. 2, pp. 42-43.
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e replace the definition of regular planned possession with the definition of planned possession
— as a possession (other than an urgent or an emergency possession) that is entered into the
MTP and DTP and adversely affects the operation of train services.

Queensland Rail submitted that these amendments made it clear that all possessions (other than
emergency and urgent possessions) that adversely affect train services were scheduled in the MTP.
The Rail Operators Group accepted Queensland Rail’s proposed removal of references to ad hoc
planned possessions.*'®

Importantly, we consider that Queensland Rail's proposed amendments to the definitions of
planned possessions, along with the required amendments to the reporting obligations in the 2025
DAU (see section 7.2), will provide interested parties with adequate information on Queensland
Rail's performance in scheduling planned possessions.

Yancoal submitted that it appeared that the concept of an ad hoc planned possession was only
redundant if there were in fact no possessions (other than urgent or emergency possessions) that
were not entered into the MTP. Yancoal considered that the network management principles should
specifically prohibit possessions (other than urgent or emergency possessions) unless the process in
the undertaking had been followed for changes to the MTP to include such possessions.*"’

We consider that Queensland Rail’s proposed amendments to the 2025 DAU provide sufficient
transparency in relation to Queensland Rail’s performance in implementing planned possessions. At
this time, we do not consider that further amendments are required to restrict Queensland Rail’s
ability to undertake, or hold it accountable for, further possessions that do not affect the scheduling
of train services. Reducing such flexibility may have implications for the efficient operation of the
network.

Summary 7.2

It is not appropriate to approve Queensland Rail's proposed reporting requirements
(Part 5 of the 2025 DAU).

It is appropriate for Queensland Rail to amend the 2025 DAU to:

e provide for the quarterly performance reports to be more informative for end
users

e clarify that planned possessions that may adversely affect the operation of train
services are to be scheduled into a MTP, in accordance with the network
management principles.

416 Rail Operators Group, sub. 28, pp. 27-28.
“V7 Yancoal, sub. 29, p. 12; sub. 24, p. 9.
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8 West Moreton access terms

The preceding chapters, covering the majority of the 2025 DAU, represent our final decision on
those matters. However, we have decided it is appropriate to give parties a further chance to
comment on West Moreton access terms. Accordingly, we include our draft positions on West
Moreton in Appendix B and rate of return matters in Appendix C, while our suggested drafting of
amendments to the DAU is in Appendix D.

Submissions on the West Moreton access terms that we set out in Appendices B to E are due by
Monday 14 April 2025. Following consideration of submissions, we intend to proceed directly to a
final decision on West Moreton access terms.
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Submissions

Closing date for submissions: 14 April 2025

Public involvement is an important element of our decision-making processes. Therefore, we invite
submissions from interested parties on West Moreton access terms (addressed in Appendices B to E
of this decision document). We will take account of all submissions received within the stated
timeframes. Submissions, comments or inquiries regarding this paper should be directed to:

Queensland Competition Authority
GPO Box 2257, Brisbane Qld 4001
Tel 07 3222 0555

WWwWw.gca.org.au/submissions

Confidentiality

In the interests of transparency, and to promote informed consultation, we intend to make all
submissions publicly available. However, if a person making a submission believes that information
in it is confidential, they should claim confidentiality over the relevant information (and state the
basis for that claim). We will assess confidentiality claims in accordance with the Queensland
Competition Authority Act 1997. Among other things, we will assess if disclosure of the relevant
information is likely to damage a person’s commercial activities, and we will consider the public
interest.

Claims for confidentiality should be clearly noted on the front page of a submission, and relevant
sections of the submission marked as confidential. The submission should also be provided in both
redacted and unredacted versions. In the redacted version, all information claimed as confidential
should be removed or hidden. In the unredacted version, all information should be exposed and
visible. These measures will make it easier for us to make the remainder of the document publicly
available. A confidentiality claim template is available at www.qca.org.au/submission-policy.

The template gives guidance on the type of information that may help us to assess a confidentiality
claim. We encourage stakeholders to use this template when making confidentiality claims.

Public access to submissions

Subject to any confidentiality constraints, submissions will be available for public inspection at our
Brisbane office or on our website at www.qca.org.au. If you experience any difficulty gaining
access to documents, please contact us on 07 3222 0555.
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Appendix A: The access regime

A.1 Queensland access regime

Part 5 of the QCA Act sets out the statutory regime for access to services in Queensland, including
the process for declaration of services and the negotiation of terms of access. The regime is based
on a negotiate-arbitrate framework, which envisages that, in the first instance, access to a declared
service should be procured on the basis of terms and conditions that are commercially agreed
between the access seeker and the provider of the declared service.

The regime also provides for developing an ‘access undertaking’, which is defined under the QCA
Act as 'a written undertaking that sets out details of the terms on which an owner or operator of the
service undertakes to provide access to the service whether or not it sets out other information
about the provision of access to the service'.*'® It is notable that since implementation of the
Queensland access regime, access to declared services has primarily been facilitated through
approved access undertakings. These have been the primary means of setting out a process
required for an access seeker to negotiate access; general terms and conditions that apply when
negotiating access agreements; and how disputes in relation to access are to be resolved.

A.2 Queensland Rail

Queensland Rail provides access to declared services for the purposes of the access regime. The
relevant services involve 'the use of rail transport infrastructure for providing transportation by rail if
the infrastructure is used for operating a railway for which Queensland Rail Limited, or a successor,
assign or subsidiary of Queensland Rail Limited, is the railway manager'.*'? On 1 June 2020, the
Treasurer and Minister for Infrastructure and Planning declared the following parts of the
Queensland Rail service, which parts are each a service, under section 84(1)(b) of the QCA Act: the
North Coast Route service; the Mount Isa Route service; the West Moreton Route service; the
Central Western Route service; the Western Route service; and the South Western Route service
(collectively referred to in this decision as the 'declared services').#?°

As a result of this service declaration, Queensland Rail is subject to various obligations under the
QCA Act, including engaging in negotiations in good faith regarding access to the service (s. 100),
providing information to access seekers regarding the service, and participating in access dispute
resolution.

The following are previous access undertakings involving Queensland Rail: 42!

e 2008 access undertaking — 2010-2015
e 2016 access undertaking — 2016-2020
e 2020 access undertaking (AU2) — 2020-2025.

418 QCA Act, Sch. 2.

41 The declaration of Queensland Rail's below-rail infrastructure is set out in s. 250(1)(b) of the QCA Act.

420 Queensland Government, Gazette (Extraordinary), vol. 384, no. 31, 1 June 2020.

421 Additional information is available on the QCA website at https://www.qca.org.au/project/queensland-rail/previous-
access-undertakings/.
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Appendix B: West Moreton

Queensland Rail has proposed reference tariffs for coal haulage on the West Moreton route service
(the West Moreton reference tariff). The two systems that comprise the declared route service (the
West Moreton and Metropolitan systems) connect mines in southern Queensland with the coal
export terminal at the Port of Brisbane.

We consider a West Moreton coal reference tariff of $38.29//000 gtk ($14.27 per net tonne?*??) will
recover Queensland Rail’s efficient costs at our best forecast of coal volumes and is appropriate to
approve, having regard to the criteria in section 138(2) of the QCA Act and our determination of
how those criteria should be weighed. We also consider it appropriate to require some
amendments to the non-price terms, including the process for cooperation on maintenance and
capital planning, and an annual true-up for capital expenditure.

At the same time, we encourage Queensland Rail and its customers to continue their efforts to find
consensus on terms that suit their risk preferences. These may include a reasoned and prudent
strategy for delivering capacity, and other price and non-price terms of access. These matters can
be subsequently implemented through a draft amending access undertaking (DAAU) or, if the
parties move quickly, agreed amendments to the 2025 DAU.

In several sections of this appendix, we have drawn on the material in our December 2024
discussion paper.#?® In most cases, we have provided references to the discussion paper, rather than
repeating its content in full.

West Moreton access terms (Schedules D and E) - summary

Queensland Rail proposal Clause QCA position

Appropriate use of reference tariffs

Queensland Rail proposed to Sch.D, cl. 3 We consider it is appropriate to
include a West Moreton reference develop a reference tariff. See
tariff in the 2025 DAU.** section B.2.

Stakeholders also said the
undertaking should include a West
Moreton reference tariff.#?®

Sustainable West Moreton capacity

Queensland Rail proposed two We consider that the tonnages

forecast capacity scenarios: forecast under scenario 2 are

e  scenario 1a with tonnages achievable should Queensland
peaking at 9.6 mtpa Rail implement measures to

e  scenario 2 with tonnages deliver the specified works
peaking at 7.5 mtpa.“2 programs with fewer possession

hours. See section B.3.

422 The full cost of access, including $3.08 to traverse the Metropolitan system, is $17.35 per net tonne.
425 QCA, Queensland Rail 2025 Draft Access Undertaking, discussion paper, December 2024.

424 Queensland Rail, sub. 1, p. 5.

425 New Hope, sub. 31, pp. 3-7; Yancoal, sub. 34, pp. 2-4.

426 Queensland Rail, sub. 27, pp. 15-16.
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Queensland Rail proposal Clause QCA position
Coordination and non-price terms
Queensland Rail said its capital We consider a reasoned and
and maintenance plan for West prudent strategy, agreed with
Moreton would reduce customers, is the best basis for
operational risk.4?’ efficient management of West
Moreton. See section B.4.1.
Queensland Rail proposed a Sch. E We consider amendments are
capital expenditure review process appropriate to promote
unchanged from the 2020 consultation with customers on
undertaking.*? West Moreton investment
planning. See section B.4.2.
Queensland Rail proposed Sch. D, cl. 3.2 We consider an annual true-up

triggers for review of its capital

indicator.*??

Customers proposed an annual
true-up process.**

process promotes efficient
investment. See section B.4.3
and Appendix D.

Queensland Rail proposed
accelerated depreciation to
address its asset stranding risk.**’

We consider Queensland Rail
and its customers may want to
negotiate contractual terms that
address stranding and security of
access. See section B.4.4.

Queensland Rail did not propose
transitional provisions for
adjustments to the reference tariff
after the approval date.

Cl. 7.1, Endorsed Variation

Event

We have proposed transitional
provisions for adjustments to the
full cost recovery reference tariff
after the approval date. See
section B.4.5.

West Moreton efficient costs

Queensland Rail proposed a total
revenue requirement of $501
million (in 2025-26 dollars) over
the five-year undertaking period,
for annual volumes of 9.6 million

tonnes.*?

We consider total revenue of
$434.7 million over the five years
is appropriate to approve, for
annual volumes of 7.5 million
tonnes. See section B.5 for
analysis of the building blocks.

Conclusion — appropriate reference tariff

Queensland Rail proposed a
reference tariff of $32.63/'000 gtk,
for annual volumes of 9.6 million
tonnes.**3

Sch. D, cl. 3

We consider a full cost recovery
reference tariff of $38.29 is
appropriate to approve for
annual volumes of 7.5 million
tonnes. See section B.7.

427 Queensland Rail, sub. 1, pp. 9-10.

428 Queensland Rail, 2025 DAU, Schedule E.

429 Queensland Rail, sub. 1, p. 30.

430 New Hope, sub. 5, pp. 26, 36-38; Yancoal, sub. 9, pp. 15, 28-29 and sub. 16, p. 7.
41 Queensland Rail, sub. 1, pp. 32-37.

432 Queensland Rail, sub. 1, pp. 10-12.

433 Queensland Rail, sub. 1, pp. 10-12.
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Queensland Rail proposal Clause QCA position

Agreed West Moreton reference tariff still possible

Queensland Rail and stakeholders We consider that the parties may
said it was difficult to reach an be able to agree West Moreton
agreed outcome.** access terms that best suit their

risk and service preferences. See
section B.8.

B.1 Reference tariff proposals

Both Queensland Rail and its customers have provided tariff proposals since our draft decision.
Queensland Rail submitted an amended tariff proposal in November 2024, and the West Moreton
customers provided suggested approaches in February 2025. These are summarised below.

B.1.1 Queensland Rail’s amended proposal

Queensland Rail's 2025 DAU proposed a reference tariff for coal haulage on the West Moreton
system, based on forecast annual volumes of 9.6 million tonnes. We said in our draft decision that
the reference tariff and related measures were not appropriate to approve because of, among other
things, a lack of a reasoned and prudent strategy for West Moreton and uncertainty about both

demand and capacity.*®®

After our draft decision, Queensland Rail exchanged information with its West Moreton customers
and agreed with them that it would prepare an alternative scenario, for annual volumes of 7.5
million tonnes.

In its collaborative submission of November 2024, Queensland Rail included both its original 9.6

million tonne forecast (as scenario 1a) and a second proposed reference tariff for 7.5 million tonnes

(scenario 2).43¢

Table 5: Queensland Rail’s coal volume forecasts (mtpa)

Scenario 2025-26 2026-27 2027-28 2028-29 2029-30
1a (9.6 mtpa)? 8.2 9.5 9.6 9.6 9.6
2 (7.5 mtpa) 6.0 6.0 7.5 7.5 7.5

a Scenario 1ais an updated version of the original tonnage estimate in Queensland Rail’'s DAU.
Source: Queensland Rail, sub. 27, p. 12.

For reasons set out in this chapter and the discussion paper we published in December 2024,4” we
have largely focused our analysis in this appendix on volumes of 7.5 million tonnes.

Key aspects of Queensland Rail’s proposed West Moreton coal reference tariff for annual volumes
peaking at 7.5 million tonnes (scenario 2) include:

e anopening regulatory asset base of $446.2 million allocated to coal services
e aweighted average cost of capital (WACC) value of 7.39%

434 Queensland Rail, sub. 32, pp. 4-5; New Hope, sub. 31, p. 3; Yancoal, sub. 34, p. 2.

435 QCA, Queensland Rail 2025 Draft Access Undertaking, draft decision, June 2024.

43¢ Queensland Rail, sub. 27, p. 12. For more detail on both volume scenarios, see QCA, Queensland Rail 2025 Draft Access
Undertaking, discussion paper, December 2024, pp. 44-55.

47 QCA, Queensland Rail 2025 Draft Access Undertaking, discussion paper, December 2024, pp. 42-43.
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e capital expenditure of $256.6 million

e  existing assets depreciated over lives of 19 years, with 14-year lives for new assets built in the
last year of the undertaking period

e maintenance expenditure of $141.3 million

e  operating expenditure of $74.6 million.

These building blocks result in a proposed reference tariff of $37.75//000 gtk. However, this price
understates Queensland Rail's proposed tariff as it excludes extra capital expenditure above the
capital indicator during the 2020 undertaking period, and recovery of capitalised losses.

B.1.2 Customers’ tariff proposals

New Hope and Yancoal both proposed alternative tariff approaches in their February 2025
submissions. Many of their suggestions were similar or identical. Key measures included:

e accelerated depreciation over 19 years for all assets

e a20% reduction in the capital indicator for the final three years of the undertaking period,
subject to a true-up process if actual spending exceeds the indicator amount and is assessed as
prudent by us

e an efficiency dividend in maintenance and operating costs

e loss capitalisation amounts to be recovered through tariffs only where the average coal price
exceeds certain thresholds

e  customer consultation and approval of capital expenditure.*3®

However, New Hope's and Yancoal's suggested approaches differed in some respects. In particular,

Yancoal proposed an ‘affordability cap’ on the tariff at the price proposed by Queensland Rail for

9.6 million tonnes, subject to some adjustments.*%’

Box 2: Proposed prices

Description Price ($/'000 gtk)

Queensland Rail 9.6 mtpa (scenario 1a) $32.63
Queensland Rail 7.5 mtpa (scenario 2 in $37.75
November 2024 submission)

Queensland Rail 7.5 mtpa, (scenario 2 with $39.66
AU2 capex adjustments)

Stakeholders’ 7.5 mtpa® $37.64
Full cost recovery reference tariff $38.29

a This price reflects Yancoal's and New Hope's proposed tariff approach at 7.5 mtpa. However,
Yancoal also proposed a lower cap at Queensland Rail's scenario 1a (9.6 mtpa) price, subject to
adjustments. We estimate this would give a price of $27.86/'000 gtk.

Note: These prices are expressed in $/'000 gtk for comparison purposes. The reference tariffs
recover half the revenue on a $/1,000 gtk basis and half on a train path basis. The tariff components
are discussed in more detail in the analysis in section B.5. All figures are in 2025-26 dollars.

438 New Hope, sub. 31, pp. 13-16; Yancoal, sub. 34, pp. 5-7.
%7 Yancoal, sub. 34, p. 5.
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B.2  Appropriate use of reference tariffs

A reference tariff has applied for West Moreton coal services for most of the time since we approved
the 2006 access undertaking for QR Network.*% In this section, we consider the regulatory context
for reference tariffs, and whether they are appropriate for West Moreton coal services at this time.

B.2.1 Regulatory context for reference tariffs

The reference tariff and related provisions in successive approved access undertakings have
provided a degree of certainty for Queensland Rail and its customers and may have reduced
transaction costs in agreeing West Moreton access terms.

However, there is no requirement that an undertaking include a reference tariff. Section 137 of the
QCA Act provides that:

An access undertaking for a service may include details of the following—
(a) how charges for access to the service are to be calculated;

Notably the section provides an undertaking ‘may’ include details of how charges are calculated.

Where a 'reference tariff' is specifically referenced in section 101(4) of the QCA Act, this is in the
context of our discretion to allow pricing and costing information to be given in the form of an
approved reference tariff (see Box 3). Setting a reference tariff is not like setting a regulated price; it
is the basis for negotiation, and a source of information, rather than being a requirement. The
parties are able to agree terms that reflect their risk preferences and commercial interests.

Box 3: Section 101

Section 101(2) of the QCA Act requires that the access provider give the access
seeker, among other things:

(a)  information about the price at which the access provider provides the service,
including the way in which the price is calculated;

(b)  information about the costs of providing the service, including the capital,
operation and maintenance costs;

(c) information about the value of the access provider's assets, including the way
in which the value is calculated

The QCA Act also provides in section 101(4) that:

Despite subsection (2), the authority may allow the matters mentioned in
subsection (2)(a) to (c) to be given in the form of a reference tariff.

It is clear that a reference tariff is optional, and whether one should be approved, is to be
determined by us, having regard to the criteria in the QCA Act. All services on Queensland Rail’s
network, except West Moreton coal, already have terms of access settled by negotiation and do not
have prices approved by us through a reference tariff.

440 A reference tariff applied from 2006 until June 2015, when the 2008 QR Network access undertaking, as applied to
Queensland Rail, terminated. There was then a period of more than a year with no Queensland Rail undertaking, and no
reference tariff. We approved the 2016 undertaking, including a West Moreton coal reference tariff, in October 2016.
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The current Dalrymple Bay Coal Terminal (DBCT) access undertaking also provides a precedent for
an undertaking to be approved by us without a reference tariff. In our decision on the 2019 DBCT
DAU, we emphasised the primacy of negotiated outcomes where these could be achieved:

As a general principle, we consider that it is preferable for parties to negotiate price
and non-price terms and conditions of access as opposed to us imposing them.
This is because there will be differences in business operations between individual
users and access seekers, and ultimately, parties know what is of most value to
them and what they are willing to trade away.**'

We said imposing a reference tariff had the potential to stifle negotiations between Dalrymple Bay
Infrastructure Management Pty Ltd and its customers, and if the parties could not agree, they had
access to arbitration to settle their differences.

B.2.2 West Moreton access pricing

In our draft decision on Queensland Rail’'s 2025 DAU, we found a number of areas of uncertainty
about how West Moreton would operate during the undertaking period, particularly concerning
capacity and demand. We said this created significant obstacles for us in applying a building blocks
approach to estimate an efficient reference tariff. We encouraged Queensland Rail and its
customers to work together to come up with a mutually beneficial outcome, based on a reasoned
and prudent strategy for operating the rail system.*+?

Investigations for our subsequent discussion paper confirmed these concerns over a lack of
sufficient capacity (the analysis of capacity is summarised in section B.3 of this appendix). We
considered that it was not appropriate to include a West Moreton coal reference tariff in the 2025
DAU, unless Queensland Rail and its customers could find consensus on a price and related matters

that bridged the substantial differences between their respective current positions.*#3

Queensland Rail said that an undertaking without ‘an appropriate reference tariff set by the QCA’,
among other things:

e failed to ensure Queensland Rail recovered at least its efficient costs of providing the service
e failed to ensure proper regard to Queensland Rail’s legitimate business interests
e failed to ensure Queensland Rail recovered accumulated capital losses

e required Queensland Rail to provide the service at an ongoing material loss.**

Queensland Rail's consultant, HoustonKemp, said not having a reference tariff would hamper access
and price negotiations:

Removing the West Moreton reference tariff will likely give rise to negotiations

between Queensland Rail and access seekers that are less efficient, due to both
restrictions imposed by existing contracts and the extent of interdependencies

between the different West Moreton coal mines.*4

Queensland Rail said we should set a reference tariff at either:

e the price we specified in our December discussion paper, for an annual volume of 7.5 million
tonnes, or

441 QCA, DBCT 2019 draft access undertaking, final decision, March 2021, p. 46.

42 QCA, Queensland Rail 2025 Draft Access Undertaking, draft decision, June 2024, pp. 92-94.

443 QCA, Queensland Rail 2025 Draft Access Undertaking, discussion paper, December 2024, pp. 6-9.
44 Queensland Rail, sub. 32, pp. 4-5.

445 Queensland Rail, sub. 32, Att. 1, p. 15.
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e ‘atleast atthe lower level proposed by Queensland Rail in its Draft Access Undertaking and
associated submissions including forecast AU2 capital expenditure in 2023/24 and 2024/25'.4%¢

Stakeholders also said the undertaking should include a reference tariff. New Hope said ‘regulatory
intervention’ was necessary to address Queensland Rail's inability to resolve commercial and pricing
matters.*” Yancoal said the lack of progress toward an agreed price demonstrated the difficulty of
commercial negotiations with Queensland Rail.#4

We still consider that an agreed outcome would best balance all the parties’ interests, and reconcile
their competing cost, revenue and reliability goals. As discussed in the remainder of this chapter,
some of the matters Queensland Rail and its customers may seek to address are capacity, strategy,
costs and non-price terms.

However, we also observe that it has been 2% years since Queensland Rail wrote to the QCA saying
it was ‘committed to undertaking extensive consultation with stakeholders, seeking agreement and
joint understanding of positions both prior to lodging and during the QCA approval process’.**
While we understand there has been progress in negotiations in recent weeks, time is running out
before the end of the 2020 undertaking period.

Having regard to the submissions of the parties, their lack of an agreed outcome at this time and the
criteria in the QCA Act we have determined it is appropriate to develop a reference tariff. In this
respect we note that the original obstacles which hindered us developing such a reference tariff
have largely been resolved through the consultation process.

B.3 Sustainable West Moreton capacity

A reliable estimate of expected volumes is central to calculating a building blocks price that is
appropriate to approve.

Our draft decision not to approve Queensland Rail's proposed West Moreton reference tariff
reflected uncertainty about whether customers would contract for the proposed volumes and
whether there was capacity to provide those volumes if they were required.

After our draft decision, we sought further advice on the sustainable capacity of West Moreton.
Arcadis’ analysis and conclusions are summarised in Box 4.

4¢ Queensland Rail, sub. 32, p. 6.

47 New Hope, sub. 31, p. 3.

48 Yancoal, sub. 34, p. 2

44? Queensland Rail, Queensland Rail Access Undertaking, letter to the QCA , 23 October 2022.
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Box 4: Arcadis’ capacity analysis

We engaged Arcadis to analyse Queensland Rail's 9.6 mtpa and 7.5 mtpa volume
proposals (scenarios 1a and 2), as well as estimate a sustainable volume for the West
Moreton system as it is currently configured. The advice was prepared with input
from Queensland Rail and its customers. A key input was the number of hours
Queensland Rail forecast that the system would be unavailable to traffic each year.

Arcadis found that Queensland Rail’s capacity forecasts were unlikely to be achieved
without significant changes to Queensland Rail’s proposals. Specifically, the number
of hours in a year the track was under possession to complete works programs, and
therefore unavailable to train services, would have to be reduced from approximately
4,161 hours to 2,555 hours to accommodate 7.5 mtpa at a sustainable 75% utilisation
rate (Figure 7).

However, it advised that ‘9.6 mtpa cannot be sustainably hauled'#*° as it would
require operating the system at 95-100% utilisation with no contingency for weather,
or other, disruptions.

Figure 7: Capacity utilisation by hours of operation

Possession Capacity utilisation
hours

100% 95% 90% 85% 80% 75% 70% 67% 65%

0 15.87 14.93 1410 13.16 1232 11.49 10.55 10.02 BCNA
365 15.14 1420 13.37 1253 11.69 10.86 10.02 BALN 9.19
730 14.41 13.57 1274 11.90 11.17 10.34 9.50 9.08 8.77
1095 13.68 12.84 1211 11.28 10.55 EAY 8.98 856 8.25
1460 1295 1222 1149 10.75 10,02 9.29 8.56 8.04 7.83

1825 1222 11.49 10.75
2190 11.49 10.75
2555 10.75

7.10 6.79
7.00 6.58 6.37
7.10 6.47 6.16 5.85
6.79 6.16 585 5.64
7.10 647 595 564 543
7.00 647 595 543 512 491
6.79 637 585 543 4.91 4.59 4.49
7.00 658 6.06 564 5.22 470 449 4.28
4380 710 658 616 574 533 491 439 418 3.97

8.88
8.25
7.94

9.40
9.08

8.77
8.46

3650 8.56

a Hours of system unavailability forecast by Queensland Rail for scenario 1a; b Hours of system
unavailability forecast by Queensland Rail for scenario 2.

More information on Arcadis’ analysis and our previous considerations is provided in:

e Arcadis, Review of West Moreton System Costs and Other Technical Matters in
Queensland Rail’'s DAU3 — Addendum, 2024
e QCA, Queensland Rail 2025 Draft Access Undertaking, discussion paper, 2024.
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Stakeholders generally agreed on the importance of having an accurate picture of capacity on the
West Moreton system and users appreciated the initiative of having the analysis performed. Aurizon
Coal and Bulk considered it 'a thorough assessment of the maximum theoretical capacity of the
WMS" and provided suggestions for future development. Queensland Rail was critical of the
assumptions used by Arcadis, in particular basing the estimate of the number of hours the track was
available to traffic using Queensland Rail’s forecast of system availability as opposed to Queensland
Rail's forecast of the number of hours where the track was under possession. However, we note that,
even when using Queensland Rail's preferred assumptions, the results of the analysis by AECOM
show only minor differences with Arcadis’ results (Table 6). These differences do not change our

overall conclusions.**?

Table 6: Capacity utilisation to achieve forecast system capacity, by scenario in the 2025 DAU

Scenario Arcadis estimate AECOM estimate?

Possession hours Utilisation Possession Utilisation

(pa) hours
(pa)

1a (9.6 3102 95-100% 2848 95-100%
mtpa)
2(7.5 4161 100% 3676 90-95%
mtpa)

a Queensland Rail, sub. 32, Attachment 2, pp. vi-vii.

Note: Arcadis used possession hours based on Queensland Rail's forecasts in its DAU and November 2024
submission of when the system would be unavailable to traffic. AECOM's possession hours are based on Queensland
Rail's forecasts of when the system would be under possession specifically for works programs.

We recognise, as noted by stakeholders,* that capacity analysis is ‘a long term and complex
process'** and a more granular analysis than was possible within the confines of our investigation
would likely result in a more refined estimate of capacity. However, we do not expect a more refined
estimate of capacity to make such a difference that it would alter our overall conclusions. We also
recognise that, while Arcadis’ assumptions are consistent with international experience and based
on data from Queensland Rail and other West Moreton stakeholders, the analysis is necessarily a
forecast, and reasonable minds may differ as to the most accurate forecast.

The analyses by Arcadis and AECOM based on the 2025 DAU works programs as proposed by
Queensland Rail both show that very high utilisation rates, which are inconsistent with international
best practice, would be needed to achieve the forecast volumes under each scenario (see Table 6).
These utilisation rates would leave very little resilience in the system to compensate for the everyday
operational challenges faced on any rail system, particularly one with mixed traffics interacting with
a complex metropolitan network. Nor would they allow for the frequent weather-related restrictions
and closures, sporadic (but often lengthy) range shutdowns, flooding events and other unforeseen
events experienced by the West Moreton system. However, should Queensland Rail devise a
reasoned and prudent strategy for its works programs with significantly reduced possession hours
and procedures for dealing with, and recovering from, system interruptions, it may be possible for
adequate resilience to be found to support the forecast tonnages.

450 Arcadis, Review of West Moreton System Costs and Other Technical Matters in Queensland Rail’s DAU3 - Addendum,
2024, p. 12.

451 Aurizon Coal and Bulk, sub. 30, p. 1.

452 Appendix E discusses specific issues raised regarding the capacity analysis.

453 Aurizon Coal and Bulk, sub. 30, pp. 1-2; New Hope, sub. 31, p. 7.

44 New Hope, sub. 31, p. 7.
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As Figure 8 shows, the West Moreton system has not consistently delivered coal tonnages in excess
of the contractable tonnage estimates from Arcadis in the last 15 years and has never delivered the
tonnages forecast under scenario 1a.

Figure 8: Comparison of Arcadis’ estimated capacity and historical performance
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Note: Figures for 2025-26 to 2029-30 are Queensland Rail's forecast volume in the 2025 DAU.
Source: Queensland Government, Coal industry review statistical tables, Coal production data by mine, coal type and
financial year, Open Data Portal, accessed 4 October 2024.

For our purposes, based on the information provided by stakeholders and advice from Arcadis, we
consider Queensland Rail's volume forecasts under its works programs as presented are either
highly unlikely to be achieved, or will be very challenging to achieve. Arcadis concludes that 7.5
mtpa would be a reasonable tonnage for the system, if efficiencies and programs can be
implemented to reduce annual possession time from 4,200 hours to 2,500 hours.*>> It advises that
9.6 mtpa is not a reasonable tonnage for the West Moreton system as it is currently configured.*>¢ In
other words, the changes to Queensland Rail’s proposed works program to enable sustainable
capacity of 7.5 mtpa will be challenging, but are likely to be achievable. For 9.6 mtpa, so much more
maintenance and other work would need to be completed, in significantly less time, that the volume
would not be achievable on a sustainable basis without further capital investment that is not
currently included in Queensland Rail’s proposal.

Ultimately, Queensland Rail and its customers are the parties best placed to further investigate
capacity issues and determine the most suitable risk and service levels for the West Moreton system.

455 Arcadis, Arcadis, Review of West Moreton System Costs and Other Technical Matters in Queensland Rail's DAU3 -
Addendum, 2024, p. 5.

456 Arcadis, Memorandum: Answer to Queensland Rail’s Response to the QCA's Discussion Paper on Queensland Rail’s Draft
Access Undertaking 3, p. 2.
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Since our draft decision was published, much of the uncertainty around the New Acland mine has
been resolved, as it is no longer subject to a legal challenge.*” Therefore, we are satisfied that there
will likely be user demand for at least 7.5 mtpa (Table 7).

For the purposes of estimating costs for our building blocks price calculation, we have used
Queensland Rail's scenario 2 (tonnages peaking at 7.5 mtpa). We have taken into account
information provided by all stakeholders during this process, advice from Arcadis, and likely
demand levels as well as historical performance. While the capacity necessary to serve this demand
appears unlikely to be delivered based on the proposals as presented by Queensland Rail in its
November 2024 submission, we consider 7.5 mtpa to be an achievable capacity should Queensland
Rail implement measures to deliver the specified works programs with fewer possession hours. On
this basis, we consider 7.5 mtpa to be a reasonable (and the best in the circumstances) estimate of
what the West Moreton system could sustain with appropriate measures.

Table 7: QCA West Moreton 2025 DAU demand forecasts

Demand
(mtpa)
Cameby Downs 2.5°
Wilkie Creek 2.1°
New Acland Ramping up to 5.0¢
Total (peak) 9.6

a Demand figure that Yancoal provided to the QCA.
b Inferred from demand information on Cameby Downs and New Acland.
c New Hope, Annual Report 2024, p. 9.

There remains potential for demand levels of 9.6 mtpa should the Wilkie Creek mine resume railing
during the 2025 DAU period.**® However, given the advice from Arcadis that 9.6 million tonnes of
capacity cannot be sustainably hauled,*? should this capacity level be required, we encourage
Queensland Rail to develop a reasoned and prudent strategy with its customers, to help assess
whether and how to complete the capital expenditure necessary to achieve that volume.

B.4 Coordination and non-price terms

We consider that Queensland Rail should develop a reasoned and prudent strategy for operating
the West Moreton system on a consensus basis with its customers. It should then work with those
customers and other stakeholders on the most efficient way to implement that strategy, by involving
them in investment decisions. There should also be an annual capital expenditure true-up.

B.4.1 Reasoned and prudent strategy

Spending is most likely to be efficient if it is based on a reasoned and prudent medium- to long-
term strategy such as an asset management plan and/or a long term operational and development
plan setting out possible future investment. The strategy should preferably be agreed on a

47 ABC, 'Oakey Coal Action Alliance ends New Acland mine expansion legal battle’, ABC News, 14 January 2025.

458 At the time of writing, we have been advised by Queensland Rail that the Wilkie Creek Mine is no longer under
administration. However, we are not aware of any publicly available information indicating the Wilkie Creek Mine has
resumed railing coal.

459 Arcadis, Review of West Moreton System Costs and Other Technical Matters in Queensland Rail's DAU3 - Addendum, 2024
p. 12.
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consensus basis with customers and reflect their service requirements and cost and risk preferences.
Key elements should include:

e  appropriate targets, such as an expected capacity, at an agreed level of reliability
e aframework for achieving those goals.

This reasoned and prudent strategy should clearly articulate the approach for capital, maintenance
and operating programs, and be capable of being assessed by us as we consider whether
Queensland Rail's proposal is appropriate to approve having regard to the section 138(2) factors
(including the pricing principles) of the QCA Act. It should reflect the legitimate interests of both
users and Queensland Rail. As users and Queensland Rail are reliant on each other, it is likely that
their interests will align in many circumstances. Where their objectives diverge, it is highly preferable
that they negotiate trade-offs rather than leave us to determine an outcome.

The reasoned and prudent strategy will drive detailed spending plans, supported by business cases
that explain how the proposed specific investments align with the strategic goals.*® Once there is a
reasoned and prudent strategy for West Moreton, the specific spending proposals arising from that
strategy should be prepared in a way consistent with the four-part approach we set out in our
guideline on climate change-related spending. The approach focused on demonstrated need,
consultation, consideration of options, and efficient cost (Figure 9).

Figure 9: The four key elements of a robust business case

Any spending proposal should solve an identified problem or fulfil a
Demonstrated demonstrated need, whether it be for increasing or sustaining the service
need potential of the facility. This need should be demonstrated with reference

to a reasoned and prudent long-term strategy and should not be ad hoc.
This might be established through a quantitative approach or, where that
is not possible or reasonable, through a qualitative analysis.

The proposal should have regard to customers’ views, including their risk
Consultation with preferences. Consultation should include potential customers, where this

customers

is possible.

What have customers said about their preferred approach to investment
in the rail infrastructure? Have customers been provided with robust and
transparent information? How have their views been taken into account
when choosing the proposed approach? This consultation could be
demonstrated through customer letters of support or, as is done for
some regulated businesses, a customer vote process. The consultation
on an individual investment may be less important than consultation on a
reasoned and prudent overall strategy.

The business should show it has considered a range of alternative ways
Demonstrated . - . .
to address the identified problem. What options have been considered

consideration of
options in assessing both the scope and standard of the planned spending?

What are the pros and cons of those options? Are the options consistent
with any hierarchy of options identified in the long-term strategy? The
business case should explain how and why the proposed approach has
been selected over the alternatives.

460 We refer to the long-term broader plan as a ‘reasoned and prudent strategy’ and the related asset-specific plan as a
‘business case’ to reflect the differences in the nature of the two types of plans, and to avoid confusion.
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The efficient cost should reflect value for money, rather than a simplistic
choice of lowest upfront cost. Least cost should be considered over the

Efficient cost

life of an asset. Efficient cost also reflects externalities, in addition to the

costs directly incurred by the regulated business and, ultimately, its
customers.

The upfront cost could be established through an appropriate process,
such as a competitive tender.

Source: Adapted from Table 1 in QCA, Climate change related spending, guideline, September 2023, p. 7.

B.4.2 Capital expenditure coordination

Queensland Rail has proposed a capital expenditure review and approval process in Schedule E of
the 2025 DAU that is unchanged from that in the 2020 undertaking.

This provides for annual review of commissioned capital projects that are only included in the
regulatory asset base once they have been found prudent in scope, standard and cost.

New Hope and Yancoal submitted that Schedule E should be amended to require Queensland Rail
to:

e  provide details of capital expenditure projects to customers

e  consult with customers (including a vote process) before committing to significant projects

e  prepare business cases that demonstrate the need for the projects and how a particular scope
had been selected

e seek preapproval from us where customers did not support a proposed project, as rejection by

customers would be relevant, but not determinative.*’

The two mining companies provided the same suggested drafting of amendments to Schedule E.*?

Aurizon Coal and Bulk endorsed this capital expenditure approval proposal and said Queensland
Rail should ‘investigate interest in forming an industry group to evaluate and approve the scope,
benchmarks and costs of QR’s maintenance and capex plans on a regular basis’. It said such a group
would be similar to the Rail Infrastructure Group established under Aurizon Network’s 2017 access
undertaking (UT5) and the Rail Capacity Group established under ARTC's Hunter Valley Access

463

Undertaking.

Queensland Rail said it was contractually committed to providing the capacity and was responsible
for the safe operation of the network.** It said:

Queensland Rail believes that the proposed amendments to DAU3 suggested by
Yancoal and New Hope, where individual projects are voted on by users will
introduce uncertainty and timing risk to the delivery of the overall program and
reduce the effective control the Queensland Rail has over its network. This will put
at risk system capacity, operational efficiency and safety.*®

We said in our draft decision that we would need more evidence to form a view that a consultative
approach to managing capital and maintenance spending on West Moreton would put capacity,
efficiency or safety at risk.

41 New Hope, sub. 5, p. 26; Yancoal, sub. 9, p. 20.

42 New Hope, sub. 5, pp. 34-36; Yancoal, sub. 9, pp. 26-28.
463 Aurizon Coal and Bulk, sub. 2, pp. 75-76.

44 Queensland Rail, sub. 14, pp. 11-12.

465 Queensland Rail, sub. 14, p. 12.

Queensland Rail 2025 draft access undertaking m



Queensland Rail said in its collaborative submission that consultation on capital expenditure would
‘address stakeholder concerns about capacity'. It said it would continue to work with stakeholders to
agree that mechanism.*¢ It did not address consultation with its customers in its submission on our
discussion paper.

However, the evidence available to us does not substantiate that such consultation is occurring and,
in any event, an unenforceable promise by Queensland Rail is clearly of limited value (as compared
to a documented regime in the access undertaking with which Queensland Rail would be required

to comply).

Aurizon Coal and Bulk, which is the only rail operator hauling coal on West Moreton, said
Queensland Rail was only communicating with the South West User Group (the relevant industry
group) after it had decided to commit to capital expenditure projects.

QR is not giving SWUG members information about the pros and cons of potential
projects or an opportunity to ask questions about possible timetable
consequences, that the likely impacts of not proceeding may be or whether a lower
cost alternative is available and has been considered.*¢”

Aurizon Coal and Bulk also said:

Aurizon sees value for the supply chain in QR engaging with stakeholders on its
target outcomes. If QR can communicate its assessment of how proposed projects
will improve operational performance measures it will improve stakeholder
understanding and get feedback on stakeholder priorities.*¢®

Based on information including these submissions, and our own experience reviewing capital
expenditure claims, we consider that the capital expenditure approval process in Schedule E of
Queensland Rail's 2025 DAU does not provide for sufficient involvement by customers in decision-
making. This does not promote efficient investment in and use of the West Moreton infrastructure, is
not in the interests of access seekers or holders and reduces the incentives to reduce costs or
otherwise improve efficiency.

We consider it will promote efficient operation and use of, and investment in West Moreton
infrastructure if Queensland Rail has two-way conversations with key stakeholders, including
customers and rail operators. Accordingly, we consider it appropriate for Schedule E of the 2025
DAU to be amended to provide for sharing of information, consultation on projects, fully developed
business cases, and a mechanism for preapproval of the scope and standard of investments. A
similar model is already operating effectively for Aurizon Network and its customers in central
Queensland.

Our drafting is included in Appendix D.

B.4.3 Investment triggers and reconciliation

Review provisions can be an effective way of dealing with uncertainty. They also provide an avenue
to promote full recovery of efficient costs for Queensland Rail, if its efficient spending ends up being
more than the amounts included in the capital indicator. Queensland Rail and its customers have
each proposed review provisions to address variation in capital expenditure on West Moreton.

46¢ Queensland Rail, sub. 27, p. 54.
47 Aurizon Operations, submission to the QCA, Queensland Rail's 2023-24 capital expenditure claim, 26 February 2025, p. 1.
468 Aurizon Operations, submission to the QCA, Queensland Rail’'s 2023-24 capital expenditure claim, 26 February 2025, p. 2.
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o Queensland Rail's 2025 DAU includes ‘volume triggers’ that provide for Queensland Rail to
lodge a DAAU to reset the reference tariff each time a West Moreton contract is up for
renewal if it is not renewed.*¢?

o New Hope and Yancoal proposed an annual reconciliation or true-up to address any under-
or overspend of the capital indicator, with tariffs adjusted during the term of the

undertaking.4’®

Both proposals are ways of addressing a circumstance where the capital indicator reflects potential
projects that may end up not being required or completed.

We recognise that there is a level of uncertainty about future demand which makes it difficult for
Queensland Rail to plan its capital investments. Demand uncertainty also gives less comfort to
Queensland Rail that it will recover those investments, let alone achieve a long-term return
commensurate with the regulatory and commercial risks. However, capital spending is planned well
in advance and is unlikely to vary immediately based on fluctuations in contracted volumes. In
addition, the end of a legal challenge to the New Acland mine means demand is more certain, at
least up to 7.5 mtpa.

In our discussion paper, we said we considered it was appropriate to approve the reconciliation or
true-up process suggested by New Hope and Yancoal. We said the true-up was:

an effective alternative to Queensland Rail’s proposal for triggers and enables the
revenue and prices to be adjusted to reflect actual spending, without the parties
having to wait for the subsequent undertaking period for the adjustments to take
effect.

Queensland Rail did not comment on capital reconciliation or true-up mechanisms in its submission
on our discussion paper.

We consider that the ‘trigger’ mechanism proposed by Queensland Rail in the 2025 DAU is not
appropriate to approve as it does not promote efficient investment in or operation and use of the
West Moreton infrastructure. It is also not in the interests of access seekers and holders, as it may
require them to pay a price that includes indicator amounts for assets that are not built.

An annual reconciliation or true-up process will be in the interests of access holders, as it will lessen

the degree to which they pay a tariff that includes indicator amounts for assets that may not be built.
Further, a true-up mechanism should give customers an incentive to contract early enough, and for

long enough, that Queensland Rail has the certainty it needs to undertake capital investment in time
to provide the access the customers require.

While an annual reconciliation or true-up process may mean more variability in pricing on a year-to-
year basis (and that variability will create some degree of uncertainty as to future prices) we consider
this disadvantage is outweighed by the preceding advantages we have noted.

We consider that a true-up mechanism largely consistent with that proposed by New Hope and
Yancoal remains the appropriate way to reconcile the capital indicator with Queensland Rail’s actual
approved capital expenditure.

We also observe that the reconciliation or true-up mechanism is part of a framework that includes
the user forums for capital approval discussed in B.4.2. Both are necessary for a balanced tariff
approach that provides incentives to reduce costs or otherwise improve productivity, while also

469 Schedule D, cl. 3.2.
470 New Hope, sub. 5, pp. 26, 36-38; Yancoal, sub. 9, pp. 15, 28-29 and sub. 16, p. 7.

Queensland Rail 2025 draft access undertaking m



generating expected revenue for the service that is at least enough to meet the efficient costs of
providing access.

Drafting for the true-up mechanism is provided in Appendix D.

B.4.4 Capital underwriting and renewal rights

In their submissions after our draft decision, Yancoal and New Hope both opposed the accelerated
depreciation proposed by Queensland Rail in the 2025 DAU. New Hope said Queensland Rail’s
proposed asset lives of 19 years or less contributed $6.48 to Queensland Rail's proposed tariff of
$37.86/'000 gtk at annual coal volumes of 7.5 million tonnes.*’" Neither New Hope nor Yancoal
proposed any alternatives to accelerated depreciation for mitigating Queensland Rail’s asset

stranding risk. They also reiterated their desire for renewal rights.*’?

However, in their latest submissions, after our December 2024 discussion paper, both New Hope
and Yancoal said they accepted Queensland Rail's 19-year asset lives, although they opposed
Queensland Rail's proposal that new assets should have lives as short as 14 years.*’® New Hope also
said it was prepared to accept the renewal mechanism proposed by Queensland Rail, without extra

rights for coal access holders, for the purposes of resolving the undertaking’.#74

We still consider, as we said in our draft decision, that measures to reduce chances of asset
stranding for Queensland Rail and to provide security of access for its customers, are linked, and are
best addressed by agreement between the parties.

Queensland Rail, as an owner of regulated assets, will have less incentive to invest in new
infrastructure if it does not have a reasonable expectation it will recover that investment, including a
return that reflects the regulatory and commercial risks of owning the asset. This reassurance for
Queensland Rail could come in the form of measures such as long-term contracts or capital
underwriting.

Equally, customers are less likely to be prepared to assume some or all of the risk and cost of
Queensland Rail's investments if they do not expect they will receive rail access for long enough to
justify their own investments, which will include the cost of assuming those risks.

However, it appears that in this instance, New Hope and Yancoal prefer to pay for faster
depreciation, in return for a lack of commitment or contractual entitlement to long-term access.
Equally, Queensland Rail seems to be prepared to invest without a long-term commitment from its
customers to underwrite that investment.

B.4.5 Reference tariff adjustment after the approval date

Given that some inputs to the final full cost recovery reference tariff may not be known until after the
2025 undertaking takes effect, we have prepared suggested drafting for a transitional provision,
using the ‘endorsed variation event’ provisions that are already included in Schedule D of the 2025
DAU.

Our proposed drafting provides for post-approval adjustments to CPI, loss capitalisation and the
Capital Expenditure Carry-over Account. Some of these may already be known by the time
Queensland Rail submits its amended DAU and will therefore not require inclusion in this

41 New Hope, sub. 26, p. 5.

472 New Hope, sub. 19, p. 14; Yancoal, sub. 23, p. 9.
47 New Hope, sub. 31, p. 14; Yancoal, sub. 34, p. 6.
474 New Hope, sub. 31, pp. 15-16.
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transitional provision. However Queensland Rail will need to include a post-approval adjustment for
time-variant parameters in the WACC, if it has not nominated an averaging period that ends in time
for the final figures to be included in its resubmitted DAU.

Proposed drafting for the endorsed variation event for updating the reference tariff after the
approval date is provided in Appendix D.

B.5 West Moreton efficient costs

Given the uncertainty about both contracted volumes and available capacity at the time of our draft
decision, we did not consider it appropriate to provide an assessment of the efficiency of each of
the building blocks to form a view on the reference tariff.*”> A degree of uncertainty remains.
However, the end to the legal challenge to the operation of the New Acland mine makes demand
more certain, and our further analysis of capacity shows that there are ways in which Queensland
Rail can potentially deliver its 7.5 mtpa forecast.

In addition, in their most recent submissions, Queensland Rail, New Hope and Yancoal said they
wanted us to develop a reference tariff, drawing on the information about efficient costs and other
matters we provided in our December discussion paper. We have had regard to this request and
provided our view on each of the building blocks (see the summary below) to calculate a full cost
recovery reference tariff. This reference tariff is based on what we consider to be a sustainable
volume for the West Moreton system, and associated estimates of efficient costs.

West Moreton building blocks — summary

Queensland Rail Queensland Rail QCA indicative
scenario 1a scenario 2 estimate
Coal volumes Volumes buildingto 9.6 Volumes buildingto 7.5  Volumes building to 7.5
mtpa.*’¢ mtpa.*’”’ mtpa.
Opening Opening West Moreton ~ Opening West Moreton ~ Opening West Moreton
regulatory asset regulatory asset base RAB*" of $535.2m, of RAB of $594.4m, of
base (RAB)*’® of $535.2m,*"? which $446.2m which $497m allocated
of which $446.2m allocated to coal to coal services.
allocated to coal services.*®?

services.*®

WACC 7.39%"83 7.39%"* 7.39%
Capital $346.9m*8 $256.6m*8¢ $223m
expenditure

475 See QCA, Queensland Rail 2025 Draft Access Undertaking, draft decision, June 2024, chapter 8, pp. 73-94.

47¢ Queensland Rail, sub. 1, p. 9.

47 Queensland Rail, sub. 27, p. 9.

478 As at 1 July 2025.

479 Unless stated otherwise, all figures in this chapter are expressed in 2025-26 dollars and exclude interest during
construction where applicable.

480 Queensland Rail, sub. 1. p. 12.

81 As at 1 July 2025.

42 Queensland Rail, sub. 1. p. 12.

483 Queensland Rail, sub. 1, p. 10.

44 Queensland Rail, sub. 27, p. 9.

85 Queensland Rail, sub. 1, p. 10.

¢ Queensland Rail, sub. 27, p. 9.
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Queensland Rail Queensland Rail QCA indicative
scenario 1a scenario 2 estimate
Maintenance $172.5m*7 $141.3m?e $141.3m
expenditure
Operating $85.3m*? $74.6m*° $74.6m
expenditure

Asset lives

New assets to be
depreciated over 14
years indexed 1 July
2025, and existing

assets over 19 years.*”’

New assets to be
depreciated over 14
years indexed 1 July
2025, and existing

assets over 19 years.*??

All assets to be
depreciated over 19
years.

Appreciation

The RAB should be
escalated by inflation,
forecast to be 3%,

reducing to 2.5% for the

final 2 years of the AU3
period.*”

The RAB should be
escalated by inflation,
forecast to be 3%,
reducing to 2.5% for the
final 2 years of the AU3
period.

The RAB should be
escalated by inflation,
forecast to be 3%
reducing to 2.5% for the
final 2 years of the AU3
period.

Metropolitan
system reference
tariff

Escalate the existing
Metropolitan system
reference tariff by CP

| 494

Escalate the existing
Metropolitan system
reference tariff by CPI.

Escalate the existing
Metropolitan system
reference tariff by CPI.

Allowable revenue

$501.4m

$428.6m

$434.7m

Opening regulatory asset base

Queensland Rail's opening regulatory asset base has been calculated using the methodology in use
since AU1. As Table 8 shows, we have calculated the opening regulatory asset base based on the
asset base as at 2025-26 plus the expected capital expenditure for the remaining period of AU2.
This overall regulatory asset base is then allocated to coal services based on the proportion of train
paths available to these services.

%7 Queensland Rail, sub. 1, p. 11.

488 Queensland Rail, sub. 27, p.10.

47 Queensland Rail, sub. 1, p. 11.

490 Queensland Rail, sub. 27, p. 10.

41 Queensland Rail, sub. 1, pp. 10-11.
42 Queensland Rail, sub. 27, p. 10.

4% Queensland Rail, sub. 1, p. 11.

494 Queensland Rail, sub. 1, p. 59.
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Table 8: Opening regulatory asset base

2022-23 regulated asset base 469.2
2023-24 claimed capital expenditure 44.9
2024-25 proposed capital expenditure 20.2
2023-24 loss capitalisation 23.1
2025 DAU opening regulatory asset base 594.4
Opening regulatory asset base allocated to coal services? 497.0

a The asset base is allocated to coal services based on the proportion of total paths that is available for contracting by
coal services.

Note: Values are nominal and include interest during construction.

Sources: QCA analysis; Queensland Rail DAU3 explanatory document; Queensland Rail 2023-24 capital expenditure
claim.

Further information about the regulatory asset base, including its make-up and historical values, is
available in the discussion paper we published in December 2024.

Rate of return

We consider that Queensland Rail's proposed indicative rate of return of 7.39% is reasonable for
assessing prices to apply to the coal handling services operating on the West Moreton and

Metropolitan systems. Our reasoning is set out in Appendix C. The rate of return will need to be
updated for time-variant parameters once Queensland Rail has nominated an averaging period.

Expenditure

In our draft decision, we did not consider the forecast volumes and, by extension, the capital works
programs based on these volumes, were appropriate to approve at the time due to the level of
uncertainty. The efficient levels of expenditure estimated by Arcadis were published in the interests
of providing information to assist negotiations between Queensland Rail and its users.

In its collaborative submission, Queensland Rail provided revised expenditure programs, including
one for its 7.5 mtpa scenario.

Given Arcadis’ advice that the tonnage forecast under scenario 1a (9.6 mtpa) cannot be sustainably
hauled (discussed in section B.3),%”> we consider 7.5 mtpa to be the best estimate, based on
available information, of a capacity the West Moreton system could potentially sustain with
appropriate programs to reduce network possession windows. To support parties in their efforts to
reach agreement on negotiated access terms, we sought advice from Arcadis (see Box 5) on the
efficient costs of the expenditure programs proposed by Queensland Rail to deliver this level of
capacity.

495 Arcadis, Review of West Moreton System Costs and Other Technical Matters in Queensland Rail's DAU3 - Addendum,
December 2024, p. 12.
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Box 5: Arcadis’ expenditure assessment

Arcadis was asked to assess the expenditure programs proposed for scenario 2
(7.5 mtpa) in Queensland Rail's collaborative submission. The assessment is
summarised in Table 9.

Capital expenditure

Arcadis considered the capital works programs, including the reduced expenditure
in programs previously proposed and 4 additional programs proposed under
scenario 2, to be reasonable for the revised capacity forecast of 7.5 mtpa.

Operating expenditure

Arcadis also considered the operating expenditure to be reasonable for the reduced
tonnage forecast and noted that since Arcadis’ draft report Queensland Rail had
provided additional information justifying corporate overhead expenditure.

Maintenance expenditure

The reduced maintenance costs proposed under scenario 2 were considered
reasonable by Arcadis, with the exception of $5.5 million of proposed expenditure
for repairs.

Table 9: Arcadis’ assessment of proposed expenditure

Expenditure type 2025 DAU value Arcadis value
($2025-26 million) ($2025-26 million)
Capital expenditure 256.6 256.6
Operating expenditure 74.6 74.6
Maintenance expenditure 141.3 135.8

Source: Arcadis, Review of West Moreton System Costs and Other Technical Matters in Queensland
Rail’s DAU3 - Addendum, December 2024, p. 23.

However, while Arcadis considered the significantly reduced expenditure proposed
by Queensland Rail for scenario 2 was reasonable, it noted that the delivery of the
works programs would need to be revised to significantly reduce possession hours to
sustainably deliver the peak forecast tonnage of 7.5 mtpa.

More information on the analysis by Arcadis and our previous considerations can be
found in the following publications:

e Arcadis, Review of West Moreton System Costs and Other Technical Matters in
Queensland Rail’'s DAU3 — Addendum, 2024
e QCA, Queensland Rail 2025 Draft Access Undertaking, discussion paper, 2024.

Based on advice from Arcadis, we consider that the work programs in Queensland Rail's November
2024 submission could deliver the engineering capacity necessary for the tonnage forecasts under
scenario 2, provided Queensland Rail can develop a reasoned and prudent strategy for completing
those programs in less time than it has proposed (see section B.3).
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Based on the information available, we consider the expenditure proposed by Queensland Rail
under scenario 2 to be reasonable. While Arcadis considered $5.5 million of proposed maintenance
expenditure was not prudent, this reduction will not have a material impact on the price calculations.
Given the $5.5 million has an immaterial impact on price calculations we do not consider its
inclusion would result in costs not being efficient and on this basis we have not excluded it from the
maintenance expenditure.

Asset lives

In its 2025 DAU, Queensland Rail proposed an accelerated depreciation profile based on forecast
mine lives estimated for it by AME, whereby:

e  existing assets would be depreciated over a maximum of 19 years, while assets that had a
shorter technical life would be depreciated over the remainder of that life
e 2025 DAU capital expenditure would be depreciated over 14 years, indexed to 1 July 2025.

New Hope*? and Yancoal*”’ supported accelerated depreciation where all assets (including 2025
DAU capital expenditure) were depreciated over a maximum of 19 years. New Hope noted that the
marketable reserves of its New Acland Mine had increased to 199 million tonnes, supporting a
longer mine life than assumed by Queensland Rail in its original calculations. 47

Generally, the impact on the building blocks of a shorter depreciation schedule is a faster return of
assets. This accelerated return results in higher annual revenue and increased prices (assuming no

change in volumes) and makes it more likely Queensland Rail will recover its investments, assuming
it can retain its customers.

Based on information provided by stakeholders, we consider that all assets being depreciated over
a maximum of 19 years (with assets having a shorter technical life depreciated over the remainder of
that life) would be appropriate to approve. The original proposal from Queensland Rail to
depreciate new capital expenditure by 2044 meant an economic life of 14 years for assets
commissioned in the last year of the AU3 period. This was based on Queensland Rail’s estimate of
the life of the New Acland stage 3 mine.*”? For our full cost recovery reference tariff, we have taken
into account the latest information from New Hope that its reserves support a longer mine life.5®
Depreciation over a maximum of 19 years provides better mitigation of Queensland Rail’s stranding
risk, compared with the longer asset lives used in calculating the AU2 tariff.

Appreciation

Queensland Rail proposed to continue escalating the RAB, maintenance costs and operating costs
by inflation each year. Queensland Rail proposed to apply forecast inflation rates of 3% for the first
three years of AU3, and 2.5% for the final two years, with these figures to be updated with actual
inflation each year when the RAB is rolled over. Queensland Rail's proposal was supported by New
Hope. 501502

4% New Hope, sub, 31, pp. 14.

497 Yancoal, sub. 34, pp. 6-7.

4% New Hope, sub, 31, pp. 14.

49 Queensland Rail, sub. 1, p. 32.

50 New Hope, sub. 31, p. 4.

50" New Hope, sub. 12, p. 2.

%92 We note that while Aurizon Network proposed ending RAB indexation, this was in the context of accelerated depreciation.
See Aurizon Network, sub. 3, p. 21.
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Given indexation is a well-established regulatory approach to managing the real value of a RAB, and
the submissions were supportive, we have calculated the indicative estimate of the cost recovery
price in line with this position.

Capitalised losses

Queensland Rail's 2020 undertaking included a mechanism for capitalising the difference between
Queensland Rail’s full costs of providing access (the ‘approved ceiling revenue limit') and the
amount of revenue that Queensland Rail actually received from the approved reference tariff and
other charges.®® The capitalised losses represent the difference between the following amounts:

e theincremental cost of providing access (described by Queensland Rail as the ‘incremental
(affordable) reference tariff'*%*) — calculated based on a forward-looking cost buildup that
included forecast capital, maintenance and operating expenditure but excluded recovery of the
sunk costs in the opening RAB

e revenue from a full cost recovery price — calculated from all the building blocks including a
return on and of the sunk costs in the opening RAB.

The capitalised amounts are therefore, in effect, deferred return on and of the opening RAB that
existed at 30 June 2020 but was not included in the calculation of the affordable tariff.

As it turns out, the losses over the 2020 undertaking period are set to be at the low end of possible
outcomes, given average annual railings have substantially exceeded the 2.1 million tonne forecast
used when assessing the 2020 undertaking reference tariff. Overall, Queensland Rail will have

recovered about 94% of the approved ceiling revenue limit over the term of the 2020 undertaking.

%05 and Yancoal®® proposed that capitalised losses be excluded from the reference tariff

New Hope
to address affordability concerns. They proposed a recovery mechanism linked to average coal

prices.

However, given the unrecovered amount is only a small proportion of the forecast costs over the
2025 undertaking period, we consider it appropriate to approve including the amount in the annual
revenue allowance for 2025-26, to be recovered as part of the 2025-30 reference tariff. This is
consistent with permitting Queensland Rail to recover efficient costs of providing access to the
service. The small amount involved means, in our determination, that factors which might have
justified not including this expenditure do not have great weight in this circumstance.

Metropolitan system reference tariff

As discussed in our draft decision, we consider it is appropriate to approve Queensland Rail's
proposal to maintain the existing Metropolitan system tariff in real terms, escalating the current tariff
charges by CPI, on the basis that this approach remains an appropriate way of determining a price
that sits between:

e theincremental cost — which would be at or near zero
e the standalone cost — which could be expected to be at least as high as the price that is being
charged.

503 See the 2020 undertaking, Schedule D, cl. 8.
504 Queensland Rail, sub. 1, p. 55.

595 New Hope, sub, 31, pp. 13-14.

0 Yancoal, sub. 34, pp. 6-7.
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B.6 West Moreton benchmarking

West Moreton has always been a high-cost system. It crosses difficult terrain, on an alignment that
dates back to the 1860s. The original reference tariff we approved — almost two decades ago — was
at a premium to access prices that applied for central Queensland coal.>%’

Queensland Rail's capital investment program and other measures included in its 2025 DAU
reference tariff proposal lead to a cost recovery price that is almost twice as much as the next most
expensive comparable Australian coal rail systems (Figure 10).

Figure 10: Below-rail comparison — cost per net tonne, 2025-26

Queensland Rail - West 17.4

Moreton
CQCN - Blackwater
CQCN - overall

CQCN - Goonyella

Hunter Valley

0.0 2.0 4.0 6.0 8.0 10.0 12.0 14.0 16.0 18.0 20.0

Note: West Moreton includes Metropolitan system
Source: QCA analysis.

This comparison reflects that West Moreton remains an expensive system to operate, and that it
lacks the economies of scale achieved in other coal systems. We recognise that this creates
particular challenges for both Queensland Rail and its customers in concluding access terms that
balance their sometimes competing interests.

B.7 Conclusion

We consider a full cost recovery reference tariff of $38.29//000 gtk is appropriate to approve for coal
carrying services on West Moreton during the 2025 undertaking period, having regard to the
criteria in section 138(2) of the QCA Act as discussed above. We also consider other related
amendments to the West Moreton access terms proposed in the 2025 DAU are appropriate to
approve.

In our draft decision, we found that the West Moreton reference tariff Queensland Rail proposed in
the 2025 DAU was not appropriate to approve for a number of reasons, including uncertainty about
both capacity and demand, and the lack of an agreed reasoned and prudent strategy for managing
and investing in the West Moreton rail infrastructure.

57 QCA, QR’s 2005 Draft Access Undertaking, decision, December 2005, pp. 72-78; QR’s 2006 Draft Access Undertaking,
position paper, June 2006, p.11; QR’s 2006 Draft Access Undertaking, final approval, June 2006, p. 8.
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To support parties in their efforts to reach agreement on negotiated access terms, we provided
substantially extended timeframes to respond to our draft decision and sought further advice on the
sustainable contractable capacity of the West Moreton System and on the efficient costs of
delivering that capacity.

We also published a discussion paper with additional information and opportunity for consultation.
In the discussion paper, we said we were reluctant to approve either a subsidy, or a price that was
not affordable.

In both the draft decision and our December 2024 discussion paper, we urged the parties to find
consensus and work towards an agreed outcome that balanced all the parties’ interests, and
reconciled competing cost, revenue and reliability goals.

For the reasons set out in this appendix, we consider that some of the matters considered in our
draft decision have changed since that time such that it is now appropriate to implement a West
Moreton reference tariff. However, we still consider the West Moreton reference tariff proposed in
the 2025 DAU is not appropriate to approve. We have noted above the areas where we disagree
with Queensland Rail. The most significant area is projected volumes. The tariff proposed was based
on annual volumes of 9.6 million tonnes. We do not consider the system has the capacity to
transport such volumes. Nor has Queensland Rail established there is sufficient demand to reach
these volumes. Prices based on these volumes would not promote efficient investment in, or use of,
the rail infrastructure.

Queensland Rail has proposed new prices, based on updated volumes, which we have used as the
basis for our assessment of efficient costs.

Appropriate reference tariff

There have been some changes in circumstances in the 10 months since we published our draft
decision. In particular, the largest mine using the West Moreton system, New Acland, is no longer
subject to a court challenge.>%® Given this we consider the best estimate of forecast volumes should
be based on a 7.5 mtpa demand forecast.>?

While we note that New Hope and Yancoal have expressed concerns as to the affordability of the
reference tariff proposed by Queensland Rail, we do not consider it appropriate that we set a
subsidised price.’"® While it is only one of the factors to which we are to have regard and weigh, we
consider that, in effect, locking Queensland Rail into a tariff which would not allow recovery of its
efficient costs is inconsistent with the regulatory regime. It is inconsistent with the pricing principles
in section 168A of the QCA Act as well as the legitimate interests of Queensland Rail and the public
interest.

Queensland Rail may be prepared to offer services for a price below the full cost recovery reference
tariff, but we consider it is a commercial decision for Queensland Rail whether it is prepared to forgo
recovery of efficient costs and not something to be imposed upon it by us.

In recent months, Queensland Rail and its customers have discussed various aspects of the West
Moreton tariff and related terms. There has been some encouraging progress, with their positions
less far apart than previously. However, both Queensland Rail and the customers that commented

%08 New Hope Group, New Acland Stage 3 Update, ASX release, 14 January 2025, New Hope Group website, accessed 3
February 2025; New Hope Group, New Acland Stage 3 Update: Conclusion of legal proceedings, ASX release, 15 January
2025, New Hope Group website, accessed 3 February 2025.

%% However, the 9.6 mtpa demand forecast remains uncertain. The Wilkie Creek mine went into receivership more than a
year ago, and there have been no public statements about the outcome of the sale process.

510 Affordability is relevant to ss. 138(2)(d), (e) and (h).
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on West Moreton access terms in response to our December 2024 discussion paper said

negotiations were difficult and they wanted us to determine a reference tariff.>"

We observe, though, that Queensland Rail has not changed its proposal since November, while the
customers have presented tariff proposals that address some or all of Queensland Rail’s concerns.

Having regard to the above history and the other matters set out in this Appendix B, we have opted
to develop a cost-recovery price that provides incentives to reduce costs and improve productivity.
We have had regard to affordability by applying many of the measures proposed by the miners as
part of developing a reference tariff that provides for full recovery of Queensland Rail’s efficient
costs.

We have not implemented the aspects of Yancoal's proposal that would result in Queensland Rail
receiving less than its efficient costs, as we consider such a price reduction would amount to a
subsidy. For the reasons noted above, having regard to and weighing the factors in section 138(2),
we do not consider a subsidy should be imposed.

The building blocks discussed in section B.5 generate a full cost recovery West Moreton coal
reference tariff of $38.29/'000 gtk, or $14.27 per net tonne. Our reference tariff is higher than the
price for 9.6 mtpa in Queensland Rail’'s 2025 DAU, which Queensland Rail said it was prepared to
accept, with some caveats.

The full cost recovery reference tariff provides an opportunity for Queensland Rail to recoup its sunk
costs, including its capitalised losses that remain at the end of the current regulatory period.®'? But
our price also reflects forecast efficiencies in both investing in and maintaining the West Moreton
infrastructure. We anticipate that Queensland Rail will work with its customers on ways to deliver
these efficiencies. The customers too will have an incentive to engage as, if the efficiencies do not
arise, there is an opportunity for Queensland Rail to recoup some of the costs through the annual
true-up process (see section B.4.3).

Nevertheless, we retain our concerns that:

e the price is a substantial premium to access charges in other coal systems

e  the forecast demand may not end up being contracted for the full term of the undertaking

e while we consider 7.5 mtpa the best forecast of likely capacity, it is still only a forecast and the
capacity may not be able to support the forecast demand of 7.5 mtpa

e thereis no agreed reasoned and prudent strategy for managing the system.

It remains open for the parties to find consensus on ways to resolve these concerns, as discussed in
section B.8.

> New Hope, sub. 31, p. 3; Yancoal, sub. 34, p. 2; Queensland Rail, sub. 32, pp. 4-5, 7, 12, 18, 25, 27.
12 The estimated capitalised losses as at 30 June 2025 are included in the building blocks used to calculate
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Summary B.1

We consider it is appropriate to approve a full cost recovery West Moreton reference
tariff of $38.29//000 gtk.

B.8 Agreed West Moreton reference tariff still possible

While we consider it is appropriate to approve our reference tariff for West Moreton coal services if
itis included in a resubmitted 2025 DAU, we still encourage further efforts by Queensland Rail and
its customers to agree a reference tariff or some other consensus outcome for access terms that
better matches the risk profile of the parties.

We understand that there may have been further progress toward agreed outcomes since the
parties’ most recent submissions, provided in early February in response to our December 2024
discussion paper. We will welcome any agreed proposals that emerge from these discussions.

Queensland Rail and its customers may find it helpful to consider the approach to the West Moreton
reference tariff we approved in the 2006 QR Network undertaking. That tariff was a compromise
proposed by Queensland Rail and accepted by its customers. QR Network (the predecessor
company of Queensland Rail) had originally proposed prices ranging from $12.48 to $13.19/°000
gtk. In the end, the approved price of $10.50/°000 gtk was about halfway between the prices
submitted by Queensland Rail and the benchmarked price we determined in our final decision on
the QR Network 2005 DAU.5™

A negotiated outcome promotes efficient use of the West Moreton system, enabling access charges
that encourage customers to use the network, while maximising the revenue that Queensland Rail
can recoup, up to the standalone cost of providing access.

If the parties do reach agreement, there are a variety of mechanisms to amend or replace our full
cost recovery reference tariff. These include agreed amendments to the DAU in the coming weeks,
before Queensland Rail resubmits it. Or, if more time is required, Queensland Rail could submit a
draft amending access undertaking after the 2025 undertaking has commenced.

We would need to consider any such agreed proposal against the criteria in section 138(2) of the
QCA Act, including having regard to the interests of parties that did not participate in the
negotiations. But we would look favourably on a consensus outcome.

513 For more on how the consensus West Moreton reference tariff approved in 2006 was developed, see QCA, QR’s 2005
Draft Access Undertaking, decision, December 2005, pp. 72-78; QR’s 2006 Draft Access Undertaking, position paper, June
2006, p.11; QR’s 2006 Draft Access Undertaking, final approval, June 2006, p. 8.
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Appendix C: Rate of return

We consider that Queensland Rail's proposed indicative rate of return®' of 7.39% is reasonable for
determining the reference tariffs to apply to the coal handling services operating on the West
Moreton and Metropolitan systems. We are currently minded to approve a rate of return based on
Queensland Rail's proposal, with updates to reflect:

e anupdated risk-free rate, calculated using an averaging period nominated in advance by
Queensland Rail

e an updated cost of debt, using the average of 12-monthly observations from April to March in
advance of the upcoming regulatory period.

While Queensland Rail did not seek to update these time-variant parameters before our final
decision, we consider it appropriate that an approved rate of return reflect updates to these two
parameters before the start of the AU3 regulatory period. The methodologies that we consider
appropriate for updating these two time-variant parameters are specified below.

We consider that this will provide for a rate of return that is commensurate with the regulatory and
commercial risks faced by Queensland Rail in providing access to coal handling services on the
West Moreton and Metropolitan systems.

In forming this view, we have considered Queensland Rail's exposure to risks afresh as part of our
bottom-up WACC estimate and our overall consideration of the reasonableness of Queensland
Rail's proposed rate of return. This has necessarily involved the exercise of judgment.

In assessing the reasonableness of Queensland Rail's proposed rate of return for the AU3 regulatory
period, we have:

e undertaken a bottom-up WACC estimate, based on our preferred methodology for calculating
the WACC and each of the relevant individual parameters.

e considered the overall reasonableness of Queensland Rail’s proposed rate of return.

Our approach to assessing Queensland Rail's proposed rate of return, including the methodology
applied to calculate our bottom-up WACC estimate, is consistent with the approach outlined in our
rate of return review.>"

C.1 Bottom-up WACC estimate

We have calculated an indicative bottom-up WACC of 6.70% for Queensland Rail for the AU3
regulatory period (Table 10).

To calculate an indicative bottom-up WACC for Queensland Rail, we have used a nominal, post-tax
WACC5" based on our estimates of individual WACC parameters. Our assessment of the individual
parameters used to generate our bottom-up estimate is further outlined in our draft decision.

1% The rate of return compensates the investor for the time value of money and risk that they face in providing the assets that
deliver the services that are subject to the regulatory regime.

515 QCA, Rate of return review, final report, version 4, September 2024.

516 Our approach uses the Officer WACC3 model and estimates the WACC for a benchmark firm, rather than the regulated

firm'’s actual WACC.
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Table 10: Parameters used to calculate our indicative bottom-up WACC estimate

WACC parameter QCA preliminary estimate

Risk-free rate® 3.37%
Market risk premium 6.3%
Asset beta 0.48
Equity beta 0.71
Gearing 40%
Cost of debt® 4.95%
Gamma 0.484
Indicative bottom-up WACC estimate 6.70%

a Placeholder values have been adopted for the risk-free rate and the cost of debt to estimate an indicative bottom-up
WACC estimate for Queensland Rail's AU3 regulatory period.

C.1.1 Updating the risk-free rate estimate

Queensland Rail proposed an indicative risk-free rate of 3.37%, applying this methodology and
using a 20-business-day averaging period ending April 2023.5"7

We consider it appropriate for the risk-free rate to be updated before the start of the AU3 regulatory
period, using an averaging period nominated by Queensland Rail. Queensland Rail is to propose
the timing and length of its nominated averaging period in advance of the averaging period
commencement date. The nominated averaging period should:

e  be between 20 and 60 business days to provide a rate that reflects current conditions, but
smooths the effects of temporary shocks

e commence as close as reasonably practical to the start of the regulatory period (ending before
commencement of the period) to capture current rates.

We consider it appropriate for Queensland Rail to update its estimate of the risk-free rate using the
following methodology:

e Use 10-year Australian Government (nominal) bond yields as the proxy for calculating
Queensland Rail's risk-free rate.”'® These bonds have very low default risk and are also highly
liquid. We consider using long-term Australian Government bonds reflects the requirements of
investors and lenders who, in relation to long-lived infrastructure assets, will deploy equity over
the entire life of the asset, rather than over any given regulatory period.

e Average the yields over a period nominated in advance by the regulated entity that is between
20 and 60 business days in length, ending as close as reasonably possible to the
commencement of the regulatory period. Averaging the daily risk-free rate over a short period
will manage the risk of unanticipated volatility from one-off shocks.

17 Queensland Rail, sub. 1, p. 82.

518 Qur approach is to use daily Australian Government bond rates published by the Reserve Bank of Australia (RBA) (F2
table) to estimate the risk-free rate, converting the daily yields into an effective annual rate using the conversion method
outlined in Appendix F of our rate or return review. See QCA, Rate of return review, final report, version 4, February 2024.
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C.1.2 Updating the cost of debt estimate

Queensland Rail proposed an indicative cost of debt of 4.95% using a 20-business day averaging
period ended 30 April 2023, applying:

e a 10-yearterm cost of debt>"”

e aBBB benchmark credit rating®?°

e anunweighted trailing average approach,®?' with annual debt tranche refinancing. %2

Queensland Rail also applied a 10-basis-point uplift to its cost of debt estimate for debt

raising/refinancing costs.*?®

We consider it appropriate for the cost of debt to be updated using this methodology before the
start of AU3. Consistent with our rate of return guidelines, Queensland Rail is proposing to update
its cost of debt calculation to the average of 12-monthly observations from April to March in
advance of the upcoming regulatory period.>*

In doing so, we consider that the cost of debt data source should reflect 10-year corporate bond
yields reported by the RBA. Furthermore, we consider it appropriate to linearly extrapolate Reserve
Bank of Australia (RBA) 10-year bond yields to 10 years.>?®> Our approach involves extrapolating the
DRP component of the debt yield to 10 years and adding to it an estimate of the 10-year base rate

(i.e. risk-free rate).52¢

We have published a supporting workbook on our website that provides an example of this

approach for estimating the cost of debt.%?

In implementing a trailing average cost of debt, the impact of the updated cost of debt may occur
either through annual updates to Queensland Rail’s allowable revenues, or through a true-up at the
beginning of the next regulatory period. Queensland Rail does not propose arrangements in its
2025 DAU for updating allowable revenues throughout the regulatory period to reflect annual
updates to the cost of debt. Therefore, the impact of the updated cost of debt throughout the
regulatory period is to occur through a true-up at the beginning of the next regulatory period.

Annual updates would minimise mismatches between the regulatory cost of debt allowance
captured in allowable revenues and the actual cost of debt from a benchmark efficient firm during
the regulatory period.

We received no further submissions from stakeholders as to whether it is appropriate for the impact
of the updated cost of debt throughout the regulatory period to occur through a true-up at the
beginning of the next regulatory period, or whether annual adjustments are appropriate.

519 This is consistent with the efficient debt financing practices of regulated infrastructure entities with long-lived assets.

520 This reflects the benchmark credit rating approved to estimate Queensland Rail's WACC for the AU2 regulatory period.
No justification has been provided to warrant a departure from this benchmark credit rating.

521 This reflects that it may be efficient for capital-intensive infrastructure firms to manage refinancing risk by staggering debt
financing, rather than refinancing the entire debt portfolio over a relatively short window of time.

522 Queensland Rail, sub. 1, p. 82.

52 Queensland Rail, sub. 1, p. 87.

24 Queensland Rail, sub. 14, p. 77.

525 The RBA determines its 10-year bond yields by aggregating relevant bonds with a residual maturity close to the target 10-
year tenor, but the aggregated tenor of its 10-year bonds has tended to be marginally less than 10 years.

526 Prior to September 2024, our understanding was that the RBA's published 10-year yield comprised a 10-year base rate
and a DRP component that was less than 10 years. Consequently, our approach to estimating a 10-year cost of debt
involved extrapolating only the DRP component of the yield to a 10-year term. However, based on recent correspondence
with the RBA, our understanding is that the RBA's published 10-year yield comprises a base rate and DRP component that
are both less than 10 years. Therefore, we consider it appropriate that the base rate component of the yield as well as the
DRP are adjusted to reflect a 10-year term.

527 QCA, Cost of debt estimation workbook, September 2024.
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C.2 Top-down assessment

In considering whether Queensland Rail's proposed WACC is appropriate to approve, we have
undertaken a top-down assessment to consider whether it provides Queensland Rail with an
appropriate level of compensation commensurate with the risks Queensland Rail faces.

While Queensland Rail's proposed indicative rate of return of 7.39% is above our indicative bottom-
up WACC estimate, we consider that Queensland Rail's proposal will provide it with a rate of return
commensurate with the regulatory and commercial risks involved in providing access.

Queensland Rail's overall approach for calculating its proposed rate of return is consistent with that
applied to calculate the approved rate of return for the 2020 access undertaking. Differences
between Queensland Rail's proposed rate of return and the rate of return approved as part of the
2020 access undertaking largely reflect timing differences in the calculation of specific time-variant
WACC parameters. In updating these time variant parameters for AU3, Queensland Rail has applied
the relevant methods and values set out in our rate of return review.

We consider that taking this approach to calculate the rate of return for the 2025 DAU is reasonable
and consistent with the requirements of section 138(2), given there has been no material reduction
in Queensland Rail's exposure to risk in providing access to the West Moreton and Metropolitan
systems.

New Hope and Yancoal both questioned why Queensland Rail should be allowed a rate of return
that was higher than the WACC calculated in accordance with conventional bottom-up method.
New Hope and Yancoal considered that a bottom-up WACC estimate of 6.70% would
overcompensate Queensland Rail for the regulatory and commercial risks involved.>?®

New Hope and Yancoal considered that Queensland Rail's exposure to risk had changed since the
AU2 regulatory period, reflecting:

e changesin Queensland Rail's customer profile®?’

e Queensland Rail's proposed changes to the regulatory arrangements.>°

In particular, New Hope submitted that Queensland Rail had relatively limited exposure to
fluctuations in domestic economic conditions because of the availability of revenue protection
mechanisms and the nature of customer demand.®*' Yancoal submitted that Queensland Rail had
not justified why adopting the same equity beta as applied in AU2 remained appropriate where new
regulatory mitigants to stranding and volume risk had been introduced. Yancoal considered that

Queensland Rail's proposal gave insufficient weight to the electricity and water regulated assets.>¥

As such, New Hope did not consider that simply following the AU2 method for estimating the
WACC made Queensland Rail’s proposal ‘reasonable’.>3® Moreover, Yancoal submitted that

528 New Hope, sub. 19, pp. 8-9; Yancoal, sub. 23, pp. 5-6.

529 New Hope and Yancoal noted that Queensland Rail was forecasting much higher contracted volumes. Yancoal also
submitted that the New Acland Stage 3 mining lease had been approved with production volumes ramping up and the
New Wilkie mine had reopened.

530 New Hope, sub. 5, pp. 14-17 and sub. 19, pp. 8-9; Yancoal, sub. 9, pp. 8-9. New Hope and Yancoal noted that
Queensland Rail had proposed an accelerated depreciation profile for AU3 based on an estimated weighted average mine
life. Yancoal also referred to Queensland Rail's proposal to introduce a volume-based trigger for re-opening reference
tariffs during the AU3 regulatory period.

31 New Hope, sub. 19, pp. 8-9.

32 Yancoal, sub. 23, pp. 5-6.

533 New Hope, sub. 19, p. 10. New Hope noted that a key element of that methodology for setting the WACC for the AU2
regulatory period was including a specific uplift to address short-term uncertainty.
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Queensland Rail was not facing the same volume uncertainty as it did in the AU2 regulatory period,
removing any justification for the 'top-down' uplift.>3

We do not consider that our bottom-up WACC estimate has adopted a relatively high equity beta.
In particular, we do not consider that Queensland Rail's proposed amendments to the regulatory
framework result in it having a risk profile that aligns with that of a regulated energy and water
business.

Accelerated depreciation will mitigate Queensland Rail's exposure to the risk of volumes not being
sustained by access holders, or reallocated to new coal-handling access seekers, over the long-
term. However, we consider that Queensland Rail remains exposed to the risk of a customer’s
volume forecasts not materialising. This is particularly the case where long-term take-or-pay
contracts are not a key feature of the regulatory framework to mitigate the risks associated with
volume uncertainty. In this regard, none of the forecast volume is contracted for the full term of AU3.
The risk protection from accelerated depreciation extends only as long as there are access
agreements in force.

There is a risk that low coal-handling volumes in the West Moreton system may affect how
Queensland Rail is able to recover the associated revenues from coal-handling access holders over
the AU3 regulatory period.>*®> While the current volume forecasts for certain coal-handling
customers on the West Moreton system have increased since the rate of return was assessed for the
AU2 regulatory period, volume forecasts change over time. Queensland Rail remains exposed to
the risk that the current volume forecast fails to materialise.

Overall, we consider that Queensland Rail will be exposed to a higher level of volume risk than
regulated energy and water businesses, noting regulated energy and water businesses are able to
diversify the risk of a customer's volume forecast not materialising across a large pool of customers.

Furthermore, it is important for Queensland Rail to be able to earn a rate of return that provides
sufficient incentives to promote efficient investment in the network. If the rate of return is too low, it
could have a 'chilling' effect on investment, leading to inadequate capacity and/or service quality.
Importantly, Queensland Rail has identified that significant capital expenditure is required over the
AU3 regulatory period to deliver the level of capacity requested by access holders. From our
analysis, we consider it appropriate to exercise judgement beyond our bottom-up WACC estimate
so that Queensland Rail's WACC provides a reasonable overall rate of return.

Overall, we consider that an indicative rate of return of 7.39% provides Queensland Rail with a rate
of return for the AU3 regulatory period that is reasonable, having regard to matters including our
statutory obligations, public consultation, commercial and regulatory risk, values applied for each
parameter, and the WACC values of other regulated entities.

Accordingly, we consider Queensland Rail's proposed WACC, adjusted for updated time-variant
numbers in 2025, is appropriate to approve. We consider it is also in the interests of customers to
provide Queensland Rail with a return that supports investment in the network to provide the access
they require.

In response to our draft decision, New Hope submitted that it was not clear how any particular
WACC could be considered reasonable at this time, where the risk sharing arrangements had not

%3 Yancoal, sub. 23, pp. 5-6 and sub. 29, p. 3.

35 In the AU2 regulatory period, a reference tariff established at low volumes was set to recover Queensland Rail's
incremental costs, with the shortfall from the full costs incurred by Queensland Rail recovered at a later date from a loss
capitalisation account.
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been settled.>*¢ Yancoal and New Hope questioned how it could be concluded that an increase in
the WACC was appropriate where numerous matters that had a material impact on Queensland
Rail’s risk profile had not been settled.>’

We recognise that a final view on the WACC will depend in part on the regulatory framework being
approved, including any positions agreed between Queensland Rail and its customers as part of
their reference tariff negotiations (including risk allocation and system coordination). A change in
the regulatory framework may affect our assessment of the risks faced by Queensland Rail which, in
turn, may affect our assessment of an appropriate WACC.

C.2.1 Normalisation

In assessing Queensland Rail’s proposed rate of return, we have also compared Queensland Rail’s
proposal to the WACC values adopted for a number of other Australian regulated entities. In doing
so, we have undertaken a normalisation exercise®® for timing differences to make for a more
meaningful comparisons across regulatory decisions.

We have compared Queensland Rail's WACC against the corresponding nominal post-tax WACCs
calculated for a range of Australian regulated businesses. In doing so, we have sought to calculate
the time-varying parameters of the other regulators’' WACC values with reference to the averaging
period applied in Queensland Rail's proposed rate of return (April 2023) (Figure 11).57 Where a
regulated business's WACC has also been calculated in 2023, we have made a direct comparison
with that approved WACC.

Figure 11: Normalised WACCs for selected Australian regulated businesses, 2023

AER - Rate of return instrument (2023 annual update) @ || GcININGEGIING : :

Queensland Rail - 2025 DAY [ 7

Aaccc - ARTC's HVCN (June 2021 AU) @ [ ' -:

ERA - Arc Infrastructure (2023 WACC update) @ _ 8.41

QCA - Aurizon Network's COCN (UT5 reset values) (4) _ 8.51

ERA - Pilbara railways (2023 WACC update) | > /0

3.00 4.00 5.00 6.00 7.00 8.00 9.00 10.00

Notes: 1. The Australian Energy Regulator (AER) WACC estimate is obtained from the AER's rate of return 2023 annual
update, which used a August 2023 averaging period. 2. ARTC's approved WACC for the Hunter Valley Coal Network
(HVCN) reflects a negotiated outcome between ARTC and its users. We have normalised the risk-free rate using the
methodology applied to estimate the risk-free rate in the ACCC’'s HVCN 2017 DAU draft decision for an April 2023
averaging period. We have not normalised the cost of debt, as the approach applied in the ACCC's HVCN 2017 DAU

536 New Hope, sub. 19, p. 10. New Hope submitted that there are unresolved matters that impacts Queensland Rail’s risk
profile (such as accelerated depreciation).

%37 Yancoal, sub. 23, pp. 5-6; New Hope, sub. 19, p. 10.

538 To provide for a more like-for-like comparison of the WACC values, we have sought to calculate the time-varying
parameters of the other regulators' WACC values with reference to the same point in time.

%3 That is, we have sought to update the risk-free rate and debt risk premium applying the same method for calculating these
parameters as outlined in the respective regulatory decisions.
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draft decision can no longer be reproduced due to relevant information no longer being produced by the RBA. 3. The
Economic Regulation Authority (ERA) WACC estimates are obtained from the ERA’s 2023 determination on the
WACC s for the freight and urban networks and the Pilbara railways, which used a June 2023 averaging period.

4. Aurizon Network’'s WACC estimate for the COCN is obtained from our reset Schedule F values decision, which used
a June 2023 averaging period.

Sources: QCA analysis; AER, Rate of return annual update 2023, December 2023; ACCC, Australian Rail Track
Corporation’s 2017 Hunter Valley Access Undertaking, draft decision, 20 April 2017; ERA, 2023 Weighted average cost
of capital for the freight and urban networks and the Pilbara railways, final determination, September 2023; QCA,
Aurizon Network'’s reset Schedule F values, decision, October 2023.

At this time, our comparison with other regulatory decisions supports Queensland Rail's proposed
WACC being reasonable. %4

However, New Hope and Yancoal submitted that some of Queensland Rail’s industry peers in
Australia were difficult to compare directly because of different circumstances:

e The ARTC's WACC was negotiated as part of a broader package of commitments,>' and the
underlying parameter values for the ARTC's WACC are not specified.>*?

e Aurizon Network's WACC was commercially agreed as a result of the introduction of
performance targets and independent capacity assessments that did not apply to Queensland
Rail.>43

e ArclInfrastructure’s WACC was benchmarked against North American railroads, which had a
different risk profile from Queensland Rail's West Moreton coal services®**
e The AER's WACC is based on a different averaging period to Queensland Rail’s ‘placeholder’

period and applies an ‘on-the-day’ return on debt figure.>*

New Hope considered that a comparison with rates of return that had been agreed, as part of a
broader package, for two other coal-carrying systems was not a sufficient basis for assessing the
reasonableness of Queensland Rail’s proposal.®*

We recognise the limitations associated with our normalising the rate of returns of other regulated
entities for comparison with Queensland Rail's proposed rate of return and the results should be
interpreted with caution. As such, we have not solely relied on this analysis in assessing whether the
overall rate of return proposed by Queensland Rail is reasonable. However, we consider that the
WACC values of other Australian regulated entities may provide a guide to inform our assessment
as to whether Queensland Rail's proposed rate of return is reasonable.

While Queensland Rail has not negotiated an appropriate WACC with its coal-handling customers
on the West Moreton system, Queensland Rail is proposing to undertake the capital expenditure
required to be able to support the volumes requested by access holders and access seekers.

%40 On a normalised basis, Queensland Rail's rate of return proposal is lower than the WACCs for the two other major coal-
carrying systems in Australia, ARTC's HVCN and Aurizon Network’s CQCN. Amongst other things, we consider that
differences in customer base will contribute to West Moreton coal facing a higher level of risk relative to both ARTC's
HVCN and Aurizon Network’s CQCN. For instance, Queensland Rail serves three West Moreton mines, all producing
thermal coal, albeit of high quality. In comparison, Aurizon Network’s CQCN and ARTC Hunter Valley both serve many
more mines, with a substantial proportion of those mines shipping metallurgical coal, which has a higher value and is likely
to have a longer-term commercial future.

1 New Hope, sub. 5, p. 22 and sub. 19, pp. 10-11; Yancoal, sub. 9, p. 10 and sub. 23, p. 5.

%42 New Hope, sub. 19, pp. 10-11.

3 Yancoal, sub. 9, p. 10 and sub. 23, p. 5; New Hope, sub. 19, pp. 10-11. New Hope considered that for the ARTC and
Aurizon Network, the acceptance of the WACC values by users was conditional on the service providers making additional
commitments and taking on greater risk.

544 New Hope, sub. 5, p. 22 and sub. 19, pp. 10-11; Yancoal, sub. 23, p. 5. Yancoal submitted that the relevant ERA decision
confirmed the WACC assessment was based on international comparators due to lack of appropriate domestic
comparators. New Hope considered that a proper comparison must include WACCs determined by regulators for
businesses with a comparable risk profile.

%45 New Hope, sub. 19, p. 10.

%% New Hope, sub. 19, p. 8.
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We consider that our comparison of other regulatory decisions supports Queensland Rail’s
proposed WACC being reasonable, being commensurate with the regulatory and commercial risks
involved in providing access and likely to promote efficient investment in the infrastructure required
to provide the West Moreton route service. When Queensland Rail proposes a rate of return that
reflects updated time-variant parameters, we will seek to update our normalisation analysis in
considering whether the rate of return is appropriate to approve.

C.2.2 Adjustment to the bottom-up estimate

In proposing an indicative WACC of 7.39%, Queensland Rail applied an uplift of 0.6% to its bottom-
up estimate.>” This is consistent with the approach applied for the AU2 regulatory period, where an
uplift to the cost of debt was provided to compensate for volume uncertainty.>® Queensland Rail
submitted that it still faced the same volume uncertainty on the West Moreton system that it faced in
the AU2 period.>*

New Hope and Yancoal considered that Queensland Rail’s proposed adjustment to the WACC was
not justified. New Hope considered that the circumstances for AU3 were markedly different. It
argued that the short-term uncertainty present at the time of the AU2 decision had been
substantially addressed,**° while longer-term risk factors had been addressed through other
elements of Queensland Rail's proposal. Yancoal also considered that Queensland Rail's exposure
to volume risk had been significantly reduced.®’

New Hope submitted that the mere existence of some volume risk did not justify a separate uplift
above the calculated WACC.52

We consider that there is evidence that the volume uncertainty remains a concern for the AU3
regulatory period. In particular, none of the mines that use West Moreton coal haulage services are
contracted for the full term of the undertaking. Moreover, we consider there is a risk that low coal-
handling volumes in the West Moreton system may affect how Queensland Rail is able to recover
the associated revenues from coal-handling access holders over the AU3 regulatory period and
beyond.

Having regard to Queensland Rail’s exposure to risk, we consider that an overall indicative rate of
return of 7.39% is reasonable. We have applied judgement in the context of the assessment as to
whether the estimated WACC value is commensurate with the risks Queensland Rail faces, and
therefore whether it provides Queensland Rail with an appropriate level of compensation.

Our assessment is not based on a view on the merits of applying a specific adjustment or ‘top-up’ to
the bottom-up WACC estimate consistent with the approach used to estimate Queensland Rail's
WACC for AU2. Rather, we have considered whether overall the proposed WACC provides
Queensland Rail with an appropriate level of compensation commensurate with the risks it faces
and, as we consider it does, we have approved the proposed WACC.

%7 Queensland Rail, sub. 1, p. 29.

54 This uplift to the cost of debt was equivalent to around a 0.6% adjustment to the bottom-up WACC estimate.

%9 Queensland Rail, sub. 1, p. 29.

%50 New Hope submitted that an adjustment to the bottom-up WACC estimate was approved for the AU2 regulatory period to
specifically to address short-term uncertainty around approvals for the New Acland Stage 3 mine development.

1 New Hope, sub. 5, pp. 14-15 and sub. 19, p. 8; Yancoal, sub. 9, pp. 3, 9-11.

%52 New Hope, sub. 19, pp. 8-9. New Hope considered that any remaining volume uncertainty was appropriately accounted
for in the equity beta and credit rating assumptions — stating that the sample used for estimation of the equity beta
included businesses that faced considerable volume risk.
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Appendix D: Tariff drafting

Our assessment of the West Moreton access terms in Queensland Rail’'s 2025 DAU, having regard to
the matters mentioned in section 138(2) of the QCA Act and the stakeholder submissions received,
is set out in detail throughout Appendices B and C. As part of our assessment, we have outlined the
way in which we consider it is appropriate to amend schedules D and E of the 2025 DAU.

Appendix D (Table 11 and Table 12) proposes specific drafting amendments to the 2025 DAU that,
we consider, will give effect to those positions outlined in Appendices B and C. In addition to the
amendments that we have identified to particular provisions, we note there may be other
consequential amendments to the current drafting of the 2025 DAU that may be necessary to give
effect to the proposed changes.

Table 11: Drafting amendments required to Part 7 of the 2025 DAU

2025 DAU Proposed amended provision

clause
Clause 7.1, means;
(a) the occurrence ... of the Reference tariff;_or
Endorsed o oo
L (b) no more than three months after the Approval Date, the determination of
Variation
Event (i) actual CPI for the 12 months to March 2025;

(ii) the actual amount of accumulated capitalised losses pursuant to Schedule D,
clause 8 of the 2020 access undertaking, as at 30 June 2025; and

(iii) any update to the balance of the Capital Expenditure Carryover Account

for which adjustments will be made to recalculate the Reference Tariff.

Table 12: Drafting amendments required to Schedule E of the 2025 DAU

2025 DAU Proposed amended provision

clause
Schedule E, Requirements for acceptance of capital expenditure into the Regulatory Asset
cl. 2.1 Base

(d)  The QCA will accept capital expenditure in relation to the West Moreton

Approval of System (and coal-specific infrastructure on the Metropolitan System) into
capital a Regulatory Asset Base if that capital expenditure:
expenditure

i. is or has been accepted by the West Moreton Users in accordance

with clause 2.3 (where a project will be considered as having been

accepted if the project as delivered does not vary materially in

scope, standard or cost from the project as accepted by West

Moreton Users), or

ii. is or has been accepted by the QCA as:

A. prudent in scope in accordance with clause 3;

53 1f Queensland Rail has not nominated an averaging period in time for the WACC to be determined before Queensland
Rail resubmits its DAU, this clause should provide for updating the WACC as defined in this clause 7.1, and the Reference
Tariff, to reflect final time-variant WACC parameters.

Queensland Rail 2025 draft access undertaking E



2025 DAU
clause

Proposed amended provision

prudent in the standard of works in accordance with clause
4: and
C. prudent in cost in accordance with clause 5; and

Schedule E,

For the purposes of clauses 3, 4 and 5:

c.2.2 (a)  the QCA:
. i. in assessing whether capital expenditure is prudent:
Assessing
prudency of A.
capital B. must consider any non-acceptance by West Moreton Users
expenditure of the relevant capital expenditure project and any
reasoning provided by each West Moreton User for their
vote for acceptance or non-acceptance (although, for
avoidance of doubt, the OCA is not bound by any non-
acceptance by West Moreton Users); and
{B)(C) may, as it considers necessary
Schedule E, (b)  Queensland Rail must seek acceptance by the West Moreton Users
2.3 under this clause 2.3 for:
i any capital expenditure project or program of capital works within
Seeking the West Moreton System anticipated to cost $20 million or more
customer (other than any capital expenditure to repair damage to or
acceptance destruction of the Network caused by a Force Majeure Event or
of capital undertaken to mitigate or avoid any emergency resulting from a
expenditure Force Majeure Event) whether that cost is to be incurred in a

single year, or over multiple years; or

any capital expenditure project or program of capital works that

has previously been accepted by West Moreton Users under this

clause 2.3 and either:

A. has undergone a material change to the scope, standard or
costs; or
B. is to be commenced more than 2 years after the date that

was proposed when the capital expenditure project was

previously accepted.

In order to seek acceptance by the West Moreton Users of a capital

expenditure project, Queensland Rail must at least 3 months prior to any

funds (other than study costs) being committed to a capital expenditure

project of the type described in clause 2.3(a):

make available to West Moreton Users information on the relevant

capital expenditure project which is material for assessing the

prudency in the scope, standard of works and cost of the capital

expenditure project, to a similar level of detail intended to be

provided to the QCA when seeking acceptance of prudency

(provided that Queensland Rail may require a West Moreton User

to sign a confidentiality agreement on reasonable terms prior to
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providing it with any commercially sensitive information under this
clause 2.3).

ii. schedule a meeting with the West Moreton Users to discuss the

capital expenditure project.;

Queensland Rail is permitted to seek acceptance of multiple capital

expenditure projects at the same time (and combine the information

provided and meeting held for the purposes of clause 2.3(b) for each

project), but where that occurs each such capital expenditure project will

be voted on separately.

During the Voting Period:

i Queensland Rail must use reasonable endeavours to provide

further information and engage in discussions with West Moreton

Users where reasonably requested by a West Moreton User; and

ii. each West Moreton User is to notify Queensland Rail of whether

they accept or do not accept as prudent the capital expenditure

project (and any failure to notify either such vote within the Voting

Period, will result in that West Moreton User being deemed to

have accepted the capital expenditure project as prudent).

If a West Moreton User votes:

i to not accept a capital expenditure project as prudent, it must

provide its reasons for the vote so that the QCA may understand

its reasons;

ii. to accept a capital expenditure project as prudent, it may, but is

not required to, provide any reasons for its decision.

The capital expenditure project will be considered to be accepted as

prudent by the West Moreton Users for the purposes of clause 2.1(a)(i) if

60% or more of the total number of available votes have approved or are

deemed to have approved the capital.

On a vote occurring under this clause 2.3, each West Moreton User has

the number of votes equal to the aggregate Train Paths they have

contracted on the West Moreton System across the next 5 Years after the

Year in which the vote is occurring, subject to also including any Train

Paths that have been renewed or reapplied for before their expiry.
Queensland Rail must notify each of the West Moreton Users of the

results of the vote for each capital expenditure project within five (5)

Business Days after Queensland Rail has determined those results.

A vote resulting in non-acceptance does not prevent Queensland Rail

from:

i proceeding with a capital expenditure project; and/or

ii. seeking the OCA's acceptance of the same capital expenditure.

For the purposes of this clause:

i Voting Period means:

A. the period specified by Queensland Rail when providing

information to West Moreton Users seeking acceptance,

which must be at least six weeks after the first information is

given; or
B. such longer period as Queensland Rail and the West

Moreton Users agree.
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2025 DAU Proposed amended provision

clause

ii. West Moreton Users means each Access Holder that has

contracted Access Rights on the West Moreton System, provided

that where the Access Holder is an Operator the relevant

Customer will be considered the West Moreton User not the

Operator.
Schedule E, () Queensland Rail will maintain registers in which it annually records all
cl.7 Approved Capital Expenditure for each Year (including identifying the
relevant capital expenditure by project) in relation to the West Moreton
Capital System (and coal-specific infrastructure on the Metropolitan System).
expenditure (m) Ifatthe end of any Year (other than the final two Years of the Term), the
reconciliation total Approved Capital Expenditure for each year of the Undertaking to

date (excluding any years in respect of which this clause 7(b) has

previously been applied) differs from the total of the Capital Indicator for

West Moreton System and Metropolitan System (as applicable) for the

corresponding years, the Reference Tariffs for the Year which

commences 12 months after the end of the relevant year for which the

QCA approved the Approved Capital Expenditure under clause 2.1 will

be adjusted by an amount which reflects the change in 'Allowable

Revenue' from which the Reference Tariffs have been calculated by the
QCA in the Final Decision dated [*] 2025 which includes:

i a return on capital component, calculated as the difference

between the return on capital calculated based on the Capital

Indicators for the relevant Years and the return on capital that

should have applied for the Approved Capital Expenditure for

those same Years;

ii. a depreciation component, calculated as the difference between

the depreciation calculated based on the Capital Indicators for the

relevant Years and the depreciation that should have applied for

the Approved Capital Expenditure for the same Years; and

iii. a tax depreciation component, calculated as the difference

between the tax depreciation calculated based on the Capital

Indicators for the relevant Years and the tax depreciation that

should have applied for the Approved Capital Expenditure for the

same Years

with the total of those adjustments rolled forward to the Year in which

the adjustments will be made at the WACC, and with those components,

and the changes to the Reference Tariffs calculated using the modelling

parameters and assumptions used to determine the Reference Tariffs by
the OCA in the Final Decision dated [*] 2025.

(n) The adjustment process described in clause 7(b) of Schedule E will not

apply if the difference between the total of the Capital Indicators and the

Approved Capital Expenditures for the relevant Years is less than [$*]

million or if OR can reasonably demonstrate that this difference is likely

to reduce to less than [$*] million within 12 months.

(o) For the avoidance of doubt, where clause 7(b) has been applied in

respect of any Year, the Capital Indicators and total Approved Capital
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2025 DAU Proposed amended provision

clause

Expenditures in respect of any such Year will be excluded from any

subsequent calculations of total Capital Indicators and total Approved

Capital Expenditures under clause 7(b) and clause 8.

Schedule E, tayQueenstandRaitwitmaintainregistersimwhich-it wittennuaty record-att

Capital Metropotitan-Systerm:

Expenditure (ba) If, at the end of each the last Year of the Term, there are any Years in
Carryover which:

Account

i. the Approved Capital Expenditure differs from the relevant
Capital Indicator for West Moreton System or the Metropolitan
System (as applicable); and

i. that Year was not the subject of an adjustment under cause 7(b)

such that it is excluded for these purposes as provided for in
clause 7(d)),

the difference will be entered in the Capital Expenditure Carryover

Account. The balance recorded in the Capital Expenditure Carryover
Account will be deemed as:
(iii) an under recovery of revenue, where the Approved Capital
Expenditure exceeds the relevant Capital Indicator; or
(ivt) an over recovery of revenue, where the Approved Capital
Expenditure is less than the relevant Capital Indicator.
(c) The balance recorded in the Capital Expenditure Carryover Account will
include:

i. a return on capital component, calculated as the difference
between the return on capital assumed for the relevant Capital
Indicator and the return on capital that should have applied for
the Approved Capital Expenditure, accrued at the WACC;

ii. a depreciation component, calculated as the difference between
the depreciation assumed for the relevant Capital Indicator and
the depreciation that should have applied for the Approved
Capital Expenditure; and

iii. a tax depreciation component, calculated as the difference
between the tax depreciation assumed for the relevant Capital
Indicator and the tax depreciation that should have applied for
the Approved Capital Expenditure, and will be calculated using
the modelling parameters and assumptions used to determine
the relevant Reference Tariff

(d) The balance in the Capital Expenditure Carryover Account at the end of
each Year to which clause 8(a) applies will be rolled forward at the WACC.

(e) The balance in the Capital Expenditure Carryover Account at the end of the
Term will be taken into account when determining:

i in relation to the West Moreton System, Reference Tariff; and

ii. in relation to the Metropolitan System, the Reference Tariff
input(s) relating to (in whole or part) the Regulatory Asset Base
applicable to the Metropolitan System,
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2025 DAU Proposed amended provision

clause

refevantto_in the next undertaking

A »!

ASSET Dasec ana the Casr OWTTOompone ac oead 1 d S
toaccountinsetting ReferenceTariffs. In the event there is no next
undertaking and the Reference Tariff last applicable under this Undertaking
was set at a level such that it would generate Expected Access Revenue equal
to the Approved Ceiling Revenue Limit, the portion of the balance in the
Capital Expenditure Carryover Account described in clause 8(b)7#c) will be
recovered from, or returned to, Access Holders (as the case may be) in the form
of a single payment following the Terminating Date.
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Appendix E: Other tariff matters

Queensland Rail raised a number of specific matters relating to the technical report by Arcadis that
we published with our discussion paper in December. This appendix outlines detailed responses to
these comments. We have also published a short supplementary report by Arcadis.

Issue Comment

‘the QCA's independent The QCA does not consider the capacity assessment incomplete and
capacity assessment, which ~ has never ‘acknowledged’ that it was.

the QCA now acknowledges Any assessment of capacity, let alone one conducted under the time
was incomplete’*** constraints of a DAU process, will always be capable of further
refinement as capacity assessment of a rail system is, as noted by New
Hope, ‘a long term and complex process’.>>® We encourage

stakeholders to work together to further refine the work in future.

‘remaining non-coal freight ~ Non-coal freight paths are not contractable and cannot be included in

paths provide an 11% any estimate of contractable capacity.
capacity buffer, which We clearly stated in both our draft decision and discussion paper that
Arcadis’ modelling has not unused non-coal freight paths could be used as a potential buffer for

1556 . 0 2
accounted for. either catch-up of contractable paths lost in the MTP or for maintenance

activities.>’

‘Arcadis references the 2009  Arcadis did not use any of the information in the CRIMP as part of its

QR Network Coal Rail analysis and makes no reference to that document in its report.
Infrastructure Master Plan The CRIMP was only considered by the QCA, and we remain of the
(CRIMP) to support its opinion that this analysis is a relevant perspective on the capacity of the
5.1Tmtpa to 6.8mtpa capacity \\est Moreton system.

estimate.”®

'AECOM (Attachment 2) has  AECOM's report does not demonstrate that the capacities under
reviewed Arcadis’ approach  scenario 1a or 2 can be delivered at 83% utilisation under the works

and determined revised programs Queensland Rail has proposed under the 2025 DAU. AECOM
values that better reflect concluded:

actual operating conditions: o ¢ 4 mtpa of operational capacity would require ‘95%-100%

(h) Capacity Utilisation: 83% utilisation’s60

e 7.5 mtpa of operational capacity would require '90%-95%
1561

(i) Daily Operating Hours: utilisation

(i) 13.9 hours per day to haul - 116 839 utilisation figure quoted by Queensland Rail:

7.5 mtpa ...
P ° is based on the maintenance allowance from AU1 of 988

... Using these more 562

possession hours per annum for maintenance,**? whereas

accurate operational
variables, AECOM

%4 Queensland Rail, sub. 32, p. 3.

5% New Hope, sub. 31, p. 7.

%% Queensland Rail, sub. 32, p. 29.

%7 QCA, Queensland Rail 2025 Draft Access Undertaking, draft decision, June 2024, p. 103; QCA, Queensland Rail 2025
Draft Access Undertaking, discussion paper, December 2024, pp. 39-40.

%% Queensland Rail, sub. 32, p. 30.

560 Queensland Rail, sub. 32, Attachment 2, p. vii.

%1 Queensland Rail, sub. 32, Attachment 2, p. vi.

%62 Queensland Rail, sub. 32, Attachment 2, p. iii.
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Issue

concludes that the West
Moreton system is capable
of supporting both 7.5 mtpa
and 9.6 mtpa coal

volumes'>®?

Comment
Queensland Rail proposes maintenance possession hours of 2,448
to 2,992 under its works programs for the 2025 DAU®%?

e  does notinclude possession hours for capital works, whereas
Queensland Rail proposes possession hours of 398 to 618
annually for capital works in addition to those for maintenance
under its works programs for the 2025 DAU>*

e onlyincludes the equivalent of 4.8 hours per day for which there
are no contractable paths available to coal traffic in the
Metropolitan system, compared to the actual figure provided by
Queensland Rail during the 2025 DAU process of 7 hours per day,
and

e s based on anincorrect annual availability calculation.®¢®

If Queensland Rail considers an 83% utilisation figure is an appropriate
level for the West Moreton system it will need to produce a reasoned
and prudent strategy outlining how it plans to sustainably deliver the
contractable capacity forecast under its 2025 DAU scenarios at this
level.

‘In four financial years (FY12,
FY13, FY14 and FY18),
actual West Moreton annual
railings exceed Arcadis’
upper capacity estimate of

1566

6.8mtpa.

‘These figures indicate that
Arcadis’ capacity
assumptions are overly
conservative and do not
align with demonstrated

system performance.’>®’

The estimates by Arcadis represent estimated long-term average
sustainable contractable capacities. They are not maximum limits. A
system may produce higher or lower throughput than average for short
periods.

In addition, historical figures quoted by Queensland Rail also include
non-contractable ad-hoc capacity used by coal services and as such are
not directly comparable to Arcadis’ estimates of contractable capacity.

As shown in Figure 8, even when including this additional non-
contractable capacity, West Moreton system performance has only
exceeded Arcadis’ estimate of contractable capacity by more than 0.2
mtpa twice in recent history, and for the majority of years has had
throughput within this range where there was sufficient demand.

'Arcadis’ daily operating
hours figure does not
account for reduced
maintenance possession
requirements following

completed capital works'>*®

Arcadis’ estimates of available capacity are based on Queensland Rail's
forecasts of the number of hours the West Moreton system would be
available to traffic for the final three years of the 2025 DAU period.

Should Queensland Rail revise its system availability forecasts to align
with possession hours this would increase the daily operating time by
less than 1.5 hours for each scenario and, as AECOM's analysis
shows®®?, does not materially affect the resulting capacity estimates or
conclusions.

"The QCA’s Discussion
Paper makes reference to
contracting paths prevented

According to information provided by Queensland Rail during this
process there are no contractable paths available for coal services

% Queensland Rail, sub. 32, pp. 33-34.

563 Average of FY29 and FY30. Queensland Rail, sub. 27, p. 35, Figure 8, p. 37, Figure 10.

54 Average of FY29 and FY30, Queensland Rail, sub. 27, p.3 5, Figure 8, p. 37, Figure 10.

%5 AECOM (Queensland Rail, sub. 32, Attachment 2, pp. iii, viii) bases its analysis on a system availability of 5,044 hours.
However, the total of the figures provided in figure 2 and subsequent tables do not equal this figure.

%% Queensland Rail, sub. 32, p. 32.
%67 Queensland Rail, sub. 32, p. 32.
%8 Queensland Rail, sub. 32, p. 33.

569
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Issue

for ‘up to 7 hours a day
during weekday peak
hours.’ This is not
considered suitable ...

... 24 return paths per week)

is most appropriate’”°

Comment
during these peak periods. As such, these entire periods must be
excluded from any estimate of contractable capacity.

As noted in our discussion paper, we understand that coal trains may

be allowed to pass through the Metropolitan system should a suitable

path be available, but this is only on an ad hoc basis.”

‘the assumed Capacity
Enhancement Projects
outlined in the 2009 CRIMP
to obtain the W8 Planning
Scenario (i.e. 7.4mtpa
export coal plus 0.5mtpa
domestic coal) are
substantially complete or in
progress.’

It is not clear from the information provided by Queensland Rail that all
of these works required to meet its 7.5 mtpa scenario will be complete
by FY28.372

In addition, Queensland Rail does not provide any information as to the
commencement or progress on the capacity enhancement projects
outlined in the CRIMP required to meet the tonnage required for
scenario 1a, for example increasing train length to 940 m, increasing
train payload to 2,610 tonnes, or new passing loops at Harlaxton,
Ballard and Toowoomba, and between Holmes and Murphy's Creek.>”?

70 Queensland Rail, sub. 32, Attachment 2, p. vii.

5T QCA, Queensland Rail 2025 Draft Access Undertaking, discussion paper, December 2024, p. 40.

572 For example, the current bridge renewal program (B.05649) aims to replace piers or structures of 21 bridges in total in 4
years. Assuming these works are completed as scheduled, Queensland Rail would still have to complete works on 32
further bridges to meet the recommendation in the CRIMP.

573 QR Network, 2009 Coal Rail Infrastructure Master Plan, pp. 86-87.
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Appendix F: Non-tariff drafting

Our assessment of Queensland Rail’'s 2025 DAU, having regard to the matters mentioned in section
138(2) of the QCA Act and the stakeholder submissions received, is set out in detail throughout our
decision. As part of our assessment, we have outlined the way in which we consider it is appropriate
to amend the 2025 DAU.

Appendix F proposes specific drafting amendments to the 2025 DAU that we consider will give
effect to those positions outlined in our decision (see Table 13). In addition to the amendments that
we have identified to particular provisions, we note there may be other consequential amendments
to the current drafting of the 2025 DAU that may be necessary to give effect to the proposed
changes.>*

Table 13: Drafting amendments required to the 2025 DAU

2025 DAU Proposed amended pro

clause

5.1.2(a) A quarterly report published under clause 5.1.1 will contain the following information:
Qu::rterly (ii) for Train Services that operated in the subject Quarter:

performance

report (A) the number and percentage of Train Services that reached their destination

(B) the total number of Train Services;

(C) the number and percentage of On-time Train Services:

(D) of those On-time Train Services, the number and percentage of Train Services
that reach their destination within the Allotted Time Threshold;
(E) the number and percentage of Train Services that are not On-time Train

Services, which are running late only due to causes within the Network (but

only where the root cause is outside the Access Holder or Rolling Stock

Operator’s control);

(F) of those Train Services that are not On-time Train Services, the number and

percentage of Train Services that do not deteriorate further;

(iii) the average Above Rail Delay, Below Rail Delay and Unallocated Delay, in minutes,
per +06-trainkitormetres-transit hour for the aggregate of the Train Services that
operated in the subject Quarter;

74 The Rail Operators Group (sub. 33, p. 2) submitted that the drafting amendments outlined in our discussion paper did not
reflect all consolidated amendment recommended, including references to regular planned possessions and ad hoc
possessions. We have updated our table to address this and note that other consequential amendments to the 2025 DAU
will be necessary to give effect to the drafting amendments outlined in this appendix (including amendments to any
references to regular planned possessions and ad hoc possessions to reflect that these terms are to no longer be defined).
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2025 DAU
clause

Proposed amended provision

(iv) the number and percentage of Train Services scheduled in the DTPs relating to the
subject Quarter that were cancelled® in each of the following circumstances:

(A) where that cancellation can be solely attributed directly to Queensland Rail in
its capacity as the Railway Manager;

(B) where that cancellation can be solely attributed directly to an Access Holder
or a Nominated Rolling Stock Operator; and

(C) where that cancellation occurred for any other reason;

5 A cancellation is defined as a service cancelled from Origin to Destination and

includes all cancellations regardless of whether they are in the planned MTP to DTP or
unplanned.

(x) the number and percentage of Planned Possessions for the subject Quarter that:

(A) started within 15 minutes of the scheduled time and finished within 15
minutes of the scheduled time;

(B) started between 15 minutes and two hours later than the scheduled time;

(C) finished between 15 minutes and two hours earlier than the scheduled time;

(D) finished between 15 minutes and two hours later than the scheduled time;

(E) started more than two hours later than the scheduled time;

(F) finished more than two hours earlier than the scheduled time;

(

G) finished more than two hours later than the scheduled time;

(xii) the total of Planned Possessions hours scheduled for the subject quarter and the

total additional Possession time (hours) required in excess of scheduled Planned

Possession to undertake planned maintenance work. s.

Part 7 On-time Train Service means a Train Service that presents to the Network within the
Allotted Time Threshold and operated in a manner consistent with the Train Service
Defining On- Description detailed in its Access Agreement.®’®
time Train
Service
Part 7
Consensus
drafting to
define . . . .
Planned Possession means a Possession (other than an Urgent Possession or an
planned. Emergency Possession) where such Possession is entered into the MTP and DTP and
possessions

adversely affects the operation of Train Services;

575 The Rail Operators Group (sub. 30, p. 7) submitted that a train service may meet this definition of on-time train service
even where the operator has caused delays to that train service on enroute. The Rail Operators Group considered that any
aggregate delays to the trains service that are outside the operator’s control should be considered in defining on-time train
service. We consider that our amendments to the quarterly reporting obligation and the definition of on-time train service
are sufficient to provide for end users to be better informed about the reasons for delayed services across the network. We
do not consider that further amendments are required.
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2025 DAU
clause

Proposed amended provision

Sch. F,
cl. 2.1

Consensus
drafting to
notify rolling
stock
operators of

(a) Queensland Rail will:

(iii) update the Supply Chain Calendar at least once per calendar month and
notify all Access Holders, Nominated Rolling Stock Operators and other

parties whose activities may be affected by the proposed Possession.

(d) Queensland Rail will notify all Access Holders, Nominated Rolling Stock Operators

proposed and any other parties whose activities may be affected (for example, parties that are

updates to affected by the availability of access to the Network including operators of rail and

the MTP or port facilities) by any modifications to a MTP;ortheschedutingofanAdHocPlanmed

DTP Possession; at least three months prior to the commencement of the modification
(except in the case of an Urgent Possession or Emergency Possession).28 However,
despite the foregoing, Queensland Rail is only required to notify parties (other than
Access Holders and Nominated Rolling Stock Operators) who have notified
Queensland Rail that they require to be notified in relation to changes.
(e) Subject to clause 2.1(f), an Access Holder or Nominated Rolling Stock Operator
must give Queensland Rail sufficient notice of any requested changes to a MTP to
enable Queensland Rail to consider the requested changes and, if Queensland Rail
agrees to the making of those modifications, to comply with clause 2.1(d).
(f) A notice given by an Access Holder or Nominated Rolling Stock Operator under
clause 2.1(e) must be given no less than:
(g) Except as otherwise provided in an Access Agreement, the cancellation of a Train
Service does not excuse either Queensland Rail, or an Access Holder or Nominated
Rolling Stock Operator from any relevant obligations under that Access Agreement.
(i) Despite clause 2.1(h), an Access Holder, their Nominated Rolling Stock Operator or
their Customer may (acting reasonably) request a copy of the current MTP or Supply
Chain Calendar from Queensland Rail, from time to time, and if Queensland Rail
receives such a request Queensland Rail will provide a copy of the relevant MTP or
Supply Chain Calendar to that Access Holder, Nominated Rolling Stock Operator or
Customer as soon as reasonably practicable.

Sch. F, (b) A DTP represents an expected performance target that, subject to variations to the

cl. 2.2 DTP permitted by this schedule F:

Consensus (i) each Access Holder and its Nominated Rolling Stock Operator must

drafting to . . . . . .

. . comply with for its Train Services, for a particular day of operation for a

notify rolling specified part of the Network.

stock

operators of (c) Queensland Rail will:

proposed

updates to (i) At least one Business Day prior to the Day of Operation, Queensland Rail

will schedule a DTP and provide all relevant Access Holders, Nominated
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2025 DAU Proposed amended provision

clause

the MTP or Rolling Stock Operators and Infrastructure Service Providers and any other

DTP parties whose activities are affected (including for example, relevant
operators of rail and port facilities) with an extract of the DTP specifying the
relevant Train Services. However, despite the foregoing, Queensland Rail is
only required to notify parties (other than Access Holders and Nominated
Rolling Stock Operators) who have notified Queensland Rail that they require

to be notified in relation to changes. For clarity, the DTP provided will be
complete and will not be redacted in any way.

(d) Except as otherwise provided in an Access Agreement, the cancellation of a Train
Service does not excuse either Queensland Rail, or an Access Holder or a Nominated
Rolling Stock Operator from any relevant obligations under an Access Agreement.

(e) A DTP must be developed by Queensland Rail from, and except as provided in this
schedule F, be consistent with, the applicable MTP and Supply Chain Calendar.
However, a DTP may be scheduled in variation to a MTP by Queensland Rail:
: s - . . .
(i) at least two Business Days prior to the Day of Operation, and prior to the

DTP being scheduled, in circumstances where any of the following apply:

(A) an Access Holder or its Nominated Rolling Stock Operator requests a

short-term change to the times at which any of its Train Services, as scheduled
in the MTP, operate;

(B) an Access Holder or its Nominated Rolling Stock Operator requests to run

an Ad Hoc Train Service; or

(C) Queensland Rail modifies the times at which any of its passenger Train
Services, as scheduled in the MTP, operate; and

provided that the variation does not result in any other Access Holder’s
scheduled Train Services not being met in accordance with the Access
Holder's Train Service Entitlement.

(j) Queensland Rail may make modifications to a scheduled DTP on a case by case
basis:

(i) where:

(A) before the Day of Operation, Queensland Rail receives a request from an
Access Holder or its Nominated Rolling Stock Operator to run an Ad Hoc

Train Service; or

(B) before a Train Service commences operation, the Access Holder or its
Nominated Rolling Stock Operator requests a change to the time at which its

Train Service will operate and that change is within the scope of the Access
Holder's Train Service Entitlement,

provided that the modification does not result in any other Access Holder's
scheduled Train Services not being met; or

(ii) where, before the commencement of a relevant Train Service, Queensland
Rail notifies the Access Holder and its Nominated Rolling Stock Operator that

an Emergency Possession is required; and
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2025 DAU

Proposed amended provision

clause

Sch. F, (e) Subjectto clause 2.1(f), an Access Holder must give Queensland Rail sufficient

cl. 2.1 notice of any requested changes to a MTP to enable Queensland Rail to consider
the requested changes and, if Queensland Rail agrees to the making of those

Responsive modifications, to comply with clause 2.1(d). Queensland Rail will use its best

to requests endeavours to provide a response as soon as possible to an Access Holder

to change regarding its requested changes under this clause. Where Queensland Rail does

the MTP not agree to the Access Holder's requested changes or considers that insufficient
notice of the requested changes was provided, Queensland Rail will provide to
the Access Holder reasons for its decision to decline the requested changes,
including, if applicable, why the period of notice provided was insufficient.

Sch. F, It is necessary for Network Control Officers to have sufficient discretion to take into

cl. 3(i) account the varying objectives of different traffic types, and the circumstances of a

particular part of the Network, in assessing the priority to be given to Train Services
Publishing and other activities on the Network. Network Control Officers will apply the following
peak periods principles in managing deviations from a DTP:

(ii) subject to clause 3(i)(i), passenger Train Services may be given priority over other
Train Services if the Network Control Officer reasonably believes that this is necessary
to seek:

(A) to bring a “Late” passenger Train Service back to being “On Time" or closer to
being “On Time";

(B) to preventthat “Late” passenger Train Service becoming “Later”; or

(C) to avoid an “On Time" or “Ahead” passenger Train Service that is operating, is
scheduled to operate, or will be scheduled to operate in the Metropolitan
System during any peak period*®® from becoming a “Late” passenger Train
Service;

*The time periods—{a)from6:06amto9:00am;and{b)from >mrto6-30pm,or
BusinessPaysorasotherwise notified by Queensland Rail (acting reasonably) and
published on Queensland Rail's website fromrtimeto-time.
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Table 14: Drafting amendments required to the Standard Access Agreement

SAA clause  Proposed amended provision

Cl. 13.2 A Party must not make any Claim against the other Party under, in relation to or arising
Limitation on out of this agreement or its subject matter including any breach of this agreement by,
Claims or any act or omission of, the other Party unless:

(a) notice and, to the extent known, full details of the Claim have been given to the

other Party within one year after the occurrence of the event or circumstance out
of which such Claim arises; and

Cl. 16.1 (a) The Operator must:

Operator’s (i) effect, or cause to be effected, before the Commitment Date (or, if applicable,
Obligation the earliest Commitment Date); and

to obtain (ii) maintain, or cause to be maintained, until both the expiry of the Term and the
and maintain Operator having fully complied with clause 15.11,

Insurance insurances in accordance with Prudent Practices having regard to the Operator’s

activities, works, obligations and responsibilities under this agreement (including
insurances covering all risks of an insurable nature in respect of which the
Operator is obliged to indemnify Queensland Rail under this agreement)

provided that such insurances must include-fwithouttimitation):

(iv) a public liability policy of insurance:

tA)—thatcoversthe Operator

tB) (A)for an amount of not less than $350 million per occurrence;

t€) (B) the coverage of which includestwithouttimitationy):

(1 the rights, interests and liability in respect of any Claim

against an Insured Party arising out of:
(1) any damage or loss occurring to any property; and
(2) injury (including death) to any person,

arising out of or in connection with-any-thing-doneoromittec

tobedoneimtheperformanceorpurported-performanceof
thisagreementthe business activities of the Operator.;amct

e O reratorreorers et Ne
————— U dlu U aliu ditu d \Y O N WO a

tvi) (v) all other insurances that the Operator or the Operator's agents,
consultants, contractors and their sub-contractors are required by Law to hold
in relation to or in connection with the exercise of rights or the performance of
obligations under this agreement.

The Operator agrees to use its best endeavours to engage its agents, consultants

and contractors involved in the provision of services relevant to the performance
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SAA clause

Proposed amended provision

of the Operator’s functions under this Agreement on terms that require those

agents, consultants and contractors to hold the same types and values of

insurance policies that the Operator is obliged to hold under this Agreement, to

the extent relevant to the particular service being provided by the consultant or

contactor.
Cl.16.3
Insurer
The Access Holder and the Operator must ensure that their respective insurance,
effected and maintained in accordance with clause 16.1 or 16.2, is with an insurer that
(a) acorporation (as defined in the Corporations Act); and
(b) licensed to conduct insurance business in Australia; or
(c) otherwise reasonably acceptable to Queensland Rail.
Cl. 16.4(b) The Access Holder and the Operator must ensure that, for their respective Insurances,
Essential to the extent permitted by Law, all Insurances effected and maintained in accordance
terms and with clause 16.1 or 16.2 must:
conditions
(b) not contain any exclusions, endorsements or alterations which adversety
amendreduce the cover provided below that which is required by clause 16 of this
agreementwithoutthe-writtenconser =enstandRaiH{whichconsentmu
notbeunreasonably-withhetd-ordetayed).
Cl. 16.9 (a) In addition to any other obligation on the Access Holder or the Operator, the
Claims Access Holder and the Operator respectively must:

(i) notify Queensland Rail as soon as practicable after the occurrence of any
claim under their respective Insurance (including providing reasonable
details of the claim relevant to or arising out of the subject matter of this
agreement); and

(ii) keep Queensland Rail informed of subsequent developments concerning
any claim

to the extent that such claims affect, relate to or are in connection with this

agreement or any right, liability or real or other property of Queensland Rail or

otherwise affect the ability to claim under the relevant policy of insurances.

Upon settlement of a claim under any Insurance covering damage to the Network,

if Queensland Rail is entitled to payment in respect of such damage, the Insurance

monies received must be paid to Queensland Rail commensurate-with-theamount
e at - rstarc imrretationtothedamage-unless the Access

Holder or the Operator has already partially or totally indemnified Queensland
Rail for the relevant damage (including in respect of the amount of any
deductible), in which case the monies will be paid to the Access Holder or the
Operator (as applicable) but only to the extent that Queensland Rail has been
indemnified.
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SAA clause  Proposed amended provision
Cl. 19.2

Resolution (c) Ifthe Dispute is not resolved under clause 19.2(b), the Dispute must be referred to

by escalation each Party’s chief executive officer (or his or her nominee - who, for a Party, must
be more senior than that Party’s representative(s) referred to in clauses 19.2(a)
and (b)) for resolutionz and who must use reasonable endeavours to resolve the

Dispute within ten Business Days (or such longer period as agreed by the parties)

after the Dispute has been so referred.

(d) If the Dispute is not resolved under clause 19.2(c) within 26-10 Business Days after
the BisputeNotice Datedispute has been so referred (or such other time as

agreed between the Parties), the relevant Dispute:

(i) unless otherwise agreed by the Parties to the Dispute (in each Party’s
absolute discretion), must, where this agreement requires referral to an
Expert; and

(ii) may, by agreement of the Parties to the Dispute (in each Party's absolute
discretion) in any other case,

be referred for resolution by an Expert in accordance with clause 19.3.

Cl. 22.1
Assignment
by
Queensland
Rail

(a) If Queensland Rail will no longer have a right to operate the Network or any

part of the Network relevant to providing the Access Rights under this Agreement

it will Assign all or part of its rights or obligations under this agreement

corresponding to the parts of the Access Rights which Queensland Rail can no

longer provide to an Assignee who:

(i) will have the right to operate the relevant parts of the Network; and

(i) has the expertise (including accreditation), the financial resources and

other relevant resources to enable it to provide the relevant Access
Rights

without the prior consent of the other Parties, provided that Queensland Rail

procures the Assignee to covenant by deed with the other Parties to provide the

Access Rights to the extent of the rights and obligations Assigned to the Assignee.

(b) Queensland Rail may Assign all or part of its rights or obligations under this
agreement to an Assignee who has the expertise, the financial resources and
other relevant resources to enable it to discharge the obligations of Queensland
Rail under the QCA Act theAccessUndertaking and this agreement without the

prior consent of the other Parties provided that Queensland Rail procures the

Assignee to covenant by deed with the other Parties to be bound by and to
perform the obligations of Queensland Rail under theAccessUndertakingand
this agreement to the extent of the rights and obligations Assigned to the

Assignee.
(c) Before exercising its right under clause 22.1(a) or 22.1(b), Queensland Rail will:
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SAA clause  Proposed amended provision

(i) give the Access Holder and the Operator no less than 21 Business Days
notice; and
(i) use its best endeavours to secure the cooperation of the Assignee to:

(A) provide information requested by the Access Holder or the Operator
to confirm that it has the expertise, financial resources and other

relevant resources to enable it to provide the relevant Access Rights;
and

(B) negotiate and enter into an interface agreement (as defined in the
RSNL) with the Operator.
tc) (d) On the Assignee entering a deed required under clause 22.1(a) or clause
22.1(b), and subject to that deed becoming effective in accordance with its terms,
Queensland Rail is released and discharged from further liability under this
agreement in respect of the obligations which the Assignee has undertaken to be
bound by and to perform.
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Appendix G: List of submissions

Submission Number

Queensland Rail initial submission

Queensland Rail's DAU3 explanatory document 1

Submissions in response to the DAU

Aurizon Coal and Bulk 2
Aurizon Network 3
Centrex 10
GrainCorp 4
New Hope Group 5
North West Phosphate 6
Pacific National 7
Qube Logistics 8
Yancoal 9

Responsive submissions

Glencore 11
Mount Isa Line Users 17
New Hope Group 12
Pacific National 13
Queensland Rail 14
Rail Operator Group 15
Yancoal 16

Submissions in response to the draft decision

Aurizon Coal and Bulk (Aurizon Operations)®’¢ 24
MMG 18
New Hope Group 19
Pacific National 20
Queensland Rail 21
Rail Operator Group 22

Yancoal 23

576 Aurizon Group's above-rail bulk freight businesses submitted under two different names at different times. We have opted
to use the first name the business used, Aurizon Coal and Bulk, for references in this document.
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Collaborative submissions

GrainCorp 25
New Hope 26
Queensland Rail 27
Rail Operator Group 28
Yancoal 29

Submission in response to the discussion paper

Aurizon Coal and Bulk (Aurizon Operations) 30
New Hope 31
Queensland Rail 32
Rail Operators Group 33

Yancoal 34

Queensland Rail 2025 draft access undertaking m



Glossary

ACCC
AER
ARA
ARTC
AU
AU2
AU3
CEO
CPI
CQCN
DAU
DBCT
DBl
DTMR
DTP
ERA
HVCN
MTP
OTClI
RBA
SAA
SCC
STP
QCA
WACC
uTS

Queensland Rail 2025 draft access undertaking

Australian Competition and Consumer Commission
Australian Energy Regulator

Australian Railway Association

Australian Rail Track Corporation

access undertaking

Queensland Rail's 2020 access undertaking
Queensland Rail's 2025 access undertaking (once approved)
Chief Executive Officer

consumer price index

Central Queensland coal network

draft access undertaking

Dalrymple Bay Coal Terminal

Dalrymple Bay Infrastructure

Department of Transport and Main Roads, Queensland Government
daily train plan

Economic Regulation Authority

Hunter Valley coal network

master train plan

overall track condition index

Reserve Bank of Australia

standard access agreement

supply chain calendar

short-term plan

Queensland Competition Authority

weighted average cost of capital

Aurizon Network’s 2017 access undertaking
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