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Introduction and Summary Perspectives 

Coal and Allied (C&A) welcomes the opportunity to make the following submission in response to the 

ACCC’s Consultation Paper regarding the Australian Rail Track Corporation Limited’s (ARTC) proposal for 

the adoption of the Final Indicative Service (FIS). C&A appreciates the effort that ARTC made in 

engaging with stakeholders as part of the FIS process and also in outlining the methodology used to 

determine the characteristics of the FIS and the resultant access charges. C&A also appreciated the 

efforts of the Hunter Valley Coal Chain Coordinator (HVCCC) and the broader stakeholder reference 

group in supporting this process.  

At a summary level, C&A is supportive of the FIS configurations proposed by ARTC for each pricing zone 

– specifically, the 96 and 82 wagon services – and provides the following comments for the 

consideration of the ACCC:  

1. Access Charge Pricing Differentials 

The Final Indicative Access Charges (FIAC) proposed by ARTC reflect wider price differentials than 

those imposed under the Initial Indicative Service (IIS) variation when comparing the most efficient 

train configuration (96 wagon train) and smaller less efficient train configurations (e.g. 82 wagon 

trains). C&A supports the view that less efficient train services should incur a higher access charge 

where it can be found that the use of these services delivers less Network and Coal Chain Capacity 

in a given pricing zone. Furthermore, C&A is of the view that the extensive modelling completed by 

the HVCCC as part of the FIS process has successfully demonstrated that smaller trains (in terms of 

nominal payload) are indeed less efficient, with the 96 wagon configuration clearly shown to be the 

most efficient of available practical options.   

2. Access Charge Component Weightings 

C&A believes ARTC should investigate the application of a more effective methodology for deriving 

the weightings applied in developing pricing zone access charges, in particular, the methodology 

and assumptions used for determining Network Capacity and Coal Chain Capacity. Of specific 

concern to C&A is that ARTC’s approach of equally weighting Network and Coal Chain capacity 

continues to appear arbitrary, with no supporting evidence or assumptions as to why the split is 

appropriate. For some train configurations, the relative weighting of Network and Coal Chain 

Capacity can be shown to have a material impact on the overall pricing of a service, therefore, C&A 

is of the view that it is essential that ARTC works to  improve this area of price formulation.  

3. Access Charge Calculation Transparency 

C&A has consistently called for improved pricing transparency from ARTC on the basis that it is 

important to ensure that all stakeholders can develop a clear understanding of the assumptions 

that underpin ARTC’s modelling and price formulation. The Supporting Documentation provided by 

ARTC outlined the general process used for determining the FIAC, and although this was an 

improvement on past submission documents, C&A required additional analysis and information to 

determine the reasonableness of the FIAC proposed for 2015 (e.g. extrapolation and sensitivity 

analysis). C&A remains of the view that ARTC can continue to improve transparency for all access 

holders, which can only assist users of the Hunter Valley Coal Network in making more effective 

commercial decisions with respect to coal chain operations. 
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Access Charge Pricing Differentials 

C&A has consistently advocated that the access charge regime must send efficient economic pricing 

signals to industry in order to ensure the efficient use of and investment in coal supply chain 

infrastructure. Furthermore, C&A believes that there is no sound basis for the access charges in a given 

pricing zone to be structured in a way that essentially compensates for the inability of some users to 

utilise the most efficient service in that zone. C&A notes that a similar view was expressed by the ACCC 

during the consultation process for the Initial Indicative Service (IIS) variation. 

In the context of the Hunter Valley Coal Network, the FIS process has confirmed that coal chain capacity 

will be maximised by using train configurations that rail the largest amount of coal, as shown in Figure 2 

of ARTC’s Supporting Documentation for the variation application. HVCCC modelling highlights that 96-

wagon trains of 9400t nominal payload are the most efficient of potential train configurations that are 

currently employed within the Hunter Valley Coal Network. With this in mind, C&A is firmly of the view 

that train services incapable of hauling large payloads – whether due to length, power or axel load 

limitations – must be priced with appropriate recognition of their impact on the consumption of 

Network Capacity and Coal Chain Capacity in each pricing zone. ARTC must set access charges 

accordingly, ensuring that cross-subsidisation of service charges is not occurring to the detriment of 

some users. 

The access charge differentials for various train services are summarised in Table 1, comparing the TOP 

charges under the Initial Indicative Access Charges (IIAC) and the proposed FIAC for both 82-wagon 25 

tonne axle loads (TAL) and 30TAL configurations, versus the 96-wagon configuration. 

Table 1: Take-or-pay (TOP) charge differentials between IIS and FIS 96-wagon trains and 82-wagon trains 

Train Configuration 
PZ 1TOP Component 

($/kgtkm) 

Differential 

IIS-96 PZ1 FIS-96 PZ1 

IIS 82 (25TAL) 11.466 16% 21% 

NIS 82 (25TAL)  11.625 (1) 18% 23% 

NIS5 82 (30TAL) 10.099 (2) 2% 6% 

FIS 82 (30TAL) 10.603 7% 12% 
(1) Expected 2015 PZ1 TOP charge extrapolated from 96 wagon FIAC 
(2) 2014 non-indicative service pricing  

 

Table 1 highlights the expected increase in access charge differentials between the IIS and the FIS 

configurations for both indicative and non-indicative 82 wagon service configurations. As stated, C&A 

has advocated for accurate and appropriate price differentials to ensure that services that can be 

shown to be less efficient in terms of the consumption of Network Capacity and Coal Chain Capacity are 

priced accordingly. C&A is satisfied with ARTC’s approach to determining Network Capacity and with 

regard to Coal Chain Capacity, C&A is of the view that sufficient modelling has been conducted by the 

HVCCC as part of the FIS evaluation process to validate the relative efficiency of various services (see FIS 

results in Table 11 of the Supporting Documentation). After applying ARTC’s calculation methodology, it 

is clear that the increase in price differentials between the IIS and FIS is largely a reflection of ARTC’s 

ability to more effectively account for the impact of Coal Chain Capacity. On this basis, C&A is 

supportive of the increase in price differentials for the proposed FIAC, subject to comments that follow 

regarding the respective weightings of Network Capacity and Coal Chain Capacity. 
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Access Charge Component Weightings 

ARTC’s component weightings for developing the FIAC are shown in Table 12 of the Supporting 

Documentation. C&A is concerned that ARTC’s approach of equally weighting Network and Coal Chain 

Capacity (section 8.2.4 of Supporting Documentation) continues to appear arbitrary, with no supporting 

evidence or key assumptions as to why an equal split is appropriate. C&A believes ARTC must work 

toward improving the transparency and/or the methodology employed to determine the appropriate 

weightings.   

As part of the IIS variation process, C&A put forward a general position that the relative weightings of 

Network and Coal Chain Capacity were important, particularly where there was an inability in the past 

to assess the impact on Coal Chain Capacity of various train configurations. C&A remains of the view 

that weighting the two measures effectively can provide a pricing signal that promotes efficient 

investment in and use of the Network, and the Coal Chain as a whole. 

In analysing the weightings and pricing differentials under the FIAC, C&A also conducted sensitivity 

analysis by adjusting the component weightings of Network and Coal Chain Capacity for 82 wagon train 

configurations. Figure 1 presents a graph showing the impact on the relevant TOP charge for lower 

payload trains in Pricing Zone 1 as the component weighting for Coal Chain Capacity is adjusted 

between a minimum of 0% (i.e. 80% Network Capacity) and a maximum of 80% (i.e. 0% Network 

Capacity):  

Figure 1: TOP charge component sensitivity analysis for FIS82 (30TAL) and NIS82 (25TAL) 

 

Figure 1 shows that the TOP charge in Pricing Zone 1 for the 82 wagon 30TAL service is only mildly 

sensitive to changes in the weighting of Network and Coal Chain Capacity, but in the case of the lower 

payload 82 wagon 25TAL configuration, the TOP charge is highly sensitive. These results are not 

surprising given the relative differences in Network Capacity and Coal Chain Capacity consumption 

between the respective 82 wagon services and the 96 wagon service. However, Figure 1 highlights 

precisely why it is essential that the weightings are set appropriately, as it is clear that the least efficient 

services in terms of capacity consumption are also the most sensitive to the TOP charge component 

weighting.  
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During the IIS variation process, C&A argued for a higher weighting of Network Capacity over Coal Chain 

Capacity, due in part to the fact that ARTC had an inability at the time to accurately assess the relative 

impact of various services on Coal Chain Capacity. With the benefit of HVCCC modelling, ARTC is now 

able to make that assessment. However, in determining the FIS, C&A continues to view the efficient 

pricing of Network Capacity consumption as the more critical component to directing efficient 

investment in and operation of the stand-alone Network. This is particularly the case in the current 

environment where the Network is considered to be the key constraint on overall coal chain capacity, 

supporting the view for a higher weighting of Network Capacity in the TOP charge. If in the future the 

consumption of Coal Chain Capacity becomes the more critical factor in track access pricing (e.g. due to 

surplus rail network capacity or capacity shortages at the port terminals), then ARTC may have the 

ability to flex the component weightings at the time. C&A therefore believes it is important for ARTC to 

provide a stronger basis for the application of equal weighting to Network Capacity and Coal Chain 

Capacity, or develop an appropriate methodology that ensures the resulting pricing signal is efficient in 

terms of investment and operation of the Network.      

Conclusion 

C&A appreciates the efforts of ARTC and all stakeholders who participated in the FIS development and 

consultation process and believes that the process has been successful in determining the most 

efficient service configurations for the Hunter Valley Coal Network. Further, C&A believes that the 

application of differential pricing between service configurations, based on the relative efficiency of 

each service in terms of capacity consumption, is now being applied in a broadly effective manner by 

ARTC. However, C&A remains concerned that ARTC’s pricing methodology continues to understate the 

significance of Network Capacity versus Coal Chain Capacity as a component weighting in developing 

applicable TOP charges. ARTC must, therefore, improve its methodology in this area in order to 

promote the efficient investment in and operation of the rail network and the coal chain as a whole.   

 


