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Dear Stakeholder 

2022 Hunter Valley Access Undertaking  

The purpose of this letter is to inform stakeholders that the ACCC intends to start to engage 
with the Australian Rail Track Corporation (ARTC) and stakeholders about the 2022 Hunter 
Valley Access Undertaking (HVAU). The 2022 HVAU is expected to replace ARTC’s current 
2011 HVAU, which is set to expire on 31 December 2021.  

The ACCC recognises the importance of the Hunter Valley Coal Chain as the largest coal 
export operation in the world. It consists of 35 coal mines owned by 11 coal producers, and 
four above-rail operators transporting coal to three coal terminals. A key component of the 
Hunter Valley Coal Chain is ARTC’s Hunter Valley network which is the below-rail 
infrastructure used to transport coal from the Hunter Valley to the Port of Newcastle for 
export. The Hunter Valley network is also used to transport coal to power stations, non-coal 
traffic, including general and bulk freight (such as grain) and passenger services. 

ARTC has a natural monopoly over this below-rail infrastructure which forms the Hunter 
Valley network. In the absence of appropriate access regulation, ARTC would have the 
ability and incentive to exercise its market power to charge higher prices, to operate 
inefficiently, and undertake unnecessary investment. This would be to the detriment of coal 
producers using the infrastructure as well as participants in upstream and downstream 
markets. In particular, promoting an environment for coal producers and associated 
industries where efficient investment and expenditure is not undertaken. This would 
ultimately impact upon the efficiency and productivity of the Australian economy.    

Access to ARTC’s Hunter Valley network is currently regulated through the 2011 HVAU, 
which sets out the terms and conditions for access seekers (both current and future). The 
ACCC first accepted the 2011 HVAU submitted by ARTC under Part IIIA of the Competition 
and Consumer Act 2010 (the Act).  

Since its initial acceptance, ARTC has sought several variations to the 2011 HVAU under 
Part IIIA of the Act which have been accepted by the ACCC. More recently, on 29 June 
2017, the ACCC consented to a variation to the 2011 HVAU incorporating revised 
commercial parameters and a new expiry date of 31 December 2021. On 29 November 
2018, the ACCC accepted a further variation to the 2011 HVAU incorporating path based 
pricing and an incremental cost methodology. 

Importantly, the ACCC notes that the 2011 HVAU is due to expire in less than two and a half 
years on 31 December 2021. While this may appear to be some time away, the ACCC’s 
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previous experiences have shown that considerable time is required to appropriately consult 
on and assess, access undertakings for the Hunter Valley network submitted by ARTC 
under Part IIIA of the Act.   

For example, while the 2011 HVAU was initially accepted in June 2011, ARTC first 
submitted an access undertaking application for its Hunter Valley network in April 2009. This 
was subsequently withdrawn in April 2010 and ARTC submitted a second proposal for an 
access undertaking for the ACCC’s consideration in September 2010. ARTC then submitted 
a revised application to the ACCC in April 2011. Following a consultation process, ARTC 
withdrew this application and provided an amended version in June 2011. This version was 
eventually accepted by the ACCC. However, this process ultimately took over two years.  

Similarly, in December 2015, ARTC submitted an access undertaking application to replace 
the expiring 2011 HVAU. This was later withdrawn in June 2016, and the ACCC received 
another application for a replacement access undertaking in December 2016. Once again, 
this application was withdrawn in May 2017. ARTC has since extended the operation of the 
2011 HVAU with some variations to incorporate path based pricing and an incremental cost 
methodology. These experiences highlight that there are a variety of complex issues that the 
ACCC needs to consider when assessing access undertaking applications and variations 
under Part IIIA of the Act.  

The ACCC notes that under the 2011 HVAU, coal producers with operations between 
Muswellbrook and Narrabri are part of Pricing Zone 3 and that Pricing Zone 3 is considered 
unconstrained. This means that Pricing Zone 3 coal producers do not currently pay their full 
economic cost for their use of the Hunter Valley network. Instead, ARTC capitalises any 
revenue shortfalls below the full economic cost from Pricing Zone 3 coal producers into a 
loss capitalisation account. The balance of this loss capitalisation account would be 
ultimately recovered in the future when Pricing Zone 3 coal producers are able to pay their 
full economic cost.  

The ACCC understands ARTC and Pricing Zone 3 coal producers have agreed that by 31 
December 2021 ARTC will have fully recovered the loss capitalisation account balance. This 
would mean that Pricing Zone 3 will also become constrained and Pricing Zone 3 coal 
producers will pay their full economic cost. The way in which ARTC’s financial model in the 
2022 HVAU treats the costs attributed to Pricing Zones 1, 2 and 3 will be a significant matter 
that needs to be resolved.  

Further, it is likely that any changes to ARTC’s financial model in the 2022 HVAU will create 
additional complexity relating to how the changes interact with provisions that were 
previously accepted in the current undertaking. This was highlighted in the Hunter Rail 
Access Task Force’s (HRATF) submission to ARTC’s proposed December 2017 variation to 
the 2011 HVAU:1 

HRATF wishes to use this opportunity to make clear that its support for the package of 
amendments comprising the HVAU Variation is limited to the period over which loss 
capitalisation is occurring. The HRATF does not necessarily accept that the tariff 
framework being implemented will continue to be appropriate once the entire Hunter 
Valley network becomes constrained. 

The ACCC notes that ARTC has previously made commitments to commence engaging with 
stakeholders on the renewal of its HVAU in the second half of 2019:2 

                                                
1 HRATF, HRATF supplementary submission to December 2017 variation of the 2011 Hunter Valley Access Undertaking, 30 
May 2018, p.2. 
2 ARTC, Letter to the ACCC ‘Re: December 2017 HVAU Variation’, 23 May 2018, p.1. 
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As it has done in the past, ARTC will engage with its customers in respect of the 
effectiveness and efficiency of the operation of the HVAU to ensure it has maximized the 
ability to achieved [sic] stakeholder consensus of any renewed HVAU submitted to the 
ACCC for approval to replace the current HVAU on its expiry. ARTC expects this process 
would commence in the second half of 2019, and include a consultation with 
stakeholders, among other things, relating to the ceiling mechanism and pricing 
approach to operate under PZ3 becoming constrained having regard to the objectives of 
the HVAU and the circumstances at that time. Further details on timing and scope will 
become clearer at the relevant time. 

Noting the time needed to consider previous access undertakings for the Hunter Valley 
network, the ACCC is supportive of ARTC setting out an indicative timetable for consultation 
and development of the replacement undertaking shortly. In the meantime, the ACCC will 
start to engage with stakeholders to understand some of the key issues that will need to be 
considered for any replacement access undertaking. 

If you have any questions about this letter, or would like to arrange a meeting with the 
ACCC, please contact Kristopher Morey on (03) 9290 1948 or at 
kristopher.morey@accc.gov.au.  

 

Yours sincerely  

 

 

 

Matthew Schroder 
General Manager 
Infrastructure & Transport – Access & Pricing Branch 
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