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Executive Summary 
ARTC, in its application to extend the 2011 Hunter Valley Coal Network Access Undertaking (2011 
HVAU) made a commitment to lodge a variation to the extended 2011 HVAU to incorporate Path 
Based Pricing (PBP) and apply an incremental cost methodology to codify the Australian 
Competition and Consumer Commission’s (ACCC) 2013 Compliance decision. This Explanatory 
Guide (Guide) supports the commitment   to introduce these two methodologies. 

Capitalised terms used in this Guide that are not defined, have the meaning given to them in the 
2011 HVAU. 

1.1 Proposed methodology 

The combination of PBP and the introduction of an Incremental Cost methodology results in the 
proposed pricing methodology contained in this variation. The variation includes a 3 part tariff 
consisting of: 

• Non-Take Or Pay (Non-TOP) prices reflecting Variable Maintenance Costs, with access 
charges based on Actual gross tonne kilometres (GTK). 

• Take Or Pay (TOP) 1 prices covering the Incremental Capital Costs, with access charges 
based on Contract GTK. 

• TOP 2 prices reflecting the remaining revenue requirement, excluding the charges to recover 
Variable Maintenance Costs and Incremental Capital Costs.  These are priced on Contract 
Train Kilometre (TKm). 

A comparison between the proposed and current pricing methodologies is set out in the table below: 
 

 Current Methodology Variation  Recommended Methodology 

Pricing structure 2 part 3 part 

TOP Pricing Unit / 
Allocator 

Contract GTK 
 

(1) Contract GTK for Pricing Zone  1 
Incremental capital costs 

 
(2) Contract Tkm (for all other TOP 

Components) 

Non-TOP Pricing 
Unit / Allocator 

Actual GTK Actual GTK 

Differentiation Yes for all train configurations No 

TOP Components • Fixed capital costs (depreciation / 
return) 

• Fixed maintenance 
• Corporate overhead 
• Network control 
• HV Business Unit Management 
• Pricing Zone 3 Capitalised loss 

recovery 

• Fixed capital costs (depreciation 
/return) 

• Fixed maintenance 
• Corporate overhead 
• Network control 
• HV Business Unit Management 
• Pricing Zone 3 Capitalised loss 

recovery 
• Pricing Zone 1 Incremental Capital 

Costs (depreciation / return) 

Non-TOP 
Components 

• Variable maintenance 
• PRICING ZONE 1 Incremental 

Capital Costs (depreciation / 
return) 

• Variable maintenance 
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Further details as to the specifics of the PBP and Incremental Cost methodologies are contained 
below. 

1.2 Path Based Pricing 

ARTC intends that the variation of the HVAU for PBP as committed to in the accepted undertaking 
will deliver the benefits of clarity in pricing makeup and certainty through increased simplicity and 
transparency.  The implementation of PBP supports the relevant competition law requirements and 
ensures efficiency incentives are retained over time. The approach further supports Access Holders 
being able to freely evaluate and negotiate tradeoffs with above rail/below rail cost/benefit options 
absent the impact of opaque price differentiations for different train configurations via the application 
of the current pricing mechanism.  

PBP delivers simplicity and transparency compared to the current mechanism by replacing multiple 
prices set for each train configuration by Pricing Zone with a single Pricing Zone tariff that does not 
differentiate for each train configuration. PBP will provide an incentive to design and operate train 
configurations that maximise utilisation, and therefore capacity of the rail network. With capacity 
reaching design limits and likely to stay at the threshold of demand, even in the event of capacity 
growth ongoing for the network west of Muswellbrook, PBP will enable Access Holders to assess 
the trade-off between the value of more efficient utilisation of existing paths compared with the cost 
of additional network infrastructure. 

With the continued application of the combinatorial economic model through application of the 
HVAU, PBP is considered a simple and fully transparent method of pricing which both reflects the 
cost causation of operating above rail services and provides incentives to best utilise network 
capacity. 

1.3 Incremental Cost Methodology 

The introduced application of Incremental Costs is not currently defined in the 2011 HVAU. This 
variation seeks to rectify this whilst ensuring that the capital recovery mechanism is aligned with the 
commitments which underpinned the investment in the development of network capacity. The 
proposed variation to introduce the concept of Incremental Cost therefore incorporates the following: 

• Variable Maintenance Costs are allocated on the basis of actual usage and Incremental 
Capital Costs are allocated on the basis of contracted capacity; 

• take or pay charges include Incremental Capital Costs based on contracted capacity;  

• Pricing Zone 3 Access Holders who pay their Incremental Capital Costs and Variable 
Maintenance Costs for the remaining term of the undertaking; and 

• a dual ceiling limit. 

These concepts provide a consistency between the funding decisions to invest in incremental 
capacity made on the back of contracted commitments by Customers and the pricing of the costs of 
that investment. In addition, they ensure that the development of the incremental cost methodology 
is consistent with the commercial framework and take or pay principles of the HVAU. The benefits to 
Access Holders of the codification of Incremental Capital Cost methodology are: 

• it provides price structure stability; 

• it makes the majority of the price known by way of the magnitude of the TOP charge in the 
price makeup, ahead of annual production decisions; 
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• it removes the short and medium run production decisions of competitors as a variable in the 
below rail cost function of other Access Holders; and 

• provides certainty in the treatment of Incremental Capital Costs throughout the term of the 
HVAU. 

1.4 Worked Examples 

ARTC has developed a package or worked examples that in combination with the review of the 
relevant HVAU Clauses are illustrative in: 

• the determination and application of incremental costs;  

• the building blocks for the Ceiling Limit, revenue reconciliation and overs and unders process 
for the Constrained Network; and  

• the reconciliation of revenue for Pricing Zone 3.  

ARTC has held workshops with Customers and Stakeholders to review the examples. A copy of the 
worked examples is included at Appendix 1. 

1.5 Minor Amendments 

ARTC has taken the opportunity provided by this variation to remove redundant clauses in the 2011 
HVAU such as the development of the Final Indicative Service. These administrative amendments 
have been undertaken in consultation with Customer representatives. 

1.6 Stakeholder Inclusion 

ARTC committed to engage in “good faith” negotiations with Access Holders in respect of this 
variation and conducted a multiple round inclusion process with all Customers and Stakeholders. 
These rounds can be summarised to include a: 

• first round reflecting the presentation of the PBP and Incremental Cost Methodologies as 
reflected in the 2017 HVAU submitted on 9 December, 2016; 

• second round proposing the adapted 3 part PBP methodology as ARTC’s response to 
positions put by Stakeholders in the first round of engagements; 

• third round of engagement providing worked examples of the pricing impacts of PBP and the 
understanding of the compliance changes and interaction of the proposed dual ceiling tests; 
and 

• review of this Guide and proposed drafting by Customers and their representatives. 
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2 Introduction 
The purpose of this Guide is to detail, and provide context that aids the understanding of, the 
features of the submission to vary the 2011 HVAU submitted to the ACCC in December 2017 for 
approval.   

This Guide provides the context for the development of the variation and the basis and benefits of 
the PBP and Incremental Cost Methodologies which are proposed. The appendices to the Guide 
include worked examples, illustrative of the pricing impact of PBP as drafted in the proposed varied 
HVAU, the understanding of the compliance changes, interaction of the proposed dual ceiling tests 
and summary of the variation drafting changes. 

2.1 Status Of This Guide 

This Guide is intended as a public document and ARTC believes publishing of this Guide will aid the 
comprehension of the application to vary the 2011 HVAU.   

This Guide does not comprise part of the 2011 HVAU nor does it seek to repeat the contents 
thereof, but rather it seeks to aid understanding of the variation to the 2011 HVAU through provision 
of supplementary information and clarification.  

2.2 Development Approach 

This Guide and the accompanying drafting has been developed after consultation and input from 
ARTC’s Customers and Stakeholders. The methodology contained herein reflects the outcome of 
an iterative process that included information and feedback loops. ARTC has adapted the proposed 
methodologies, supporting documentation and clarifying terms informed via the Customers and 
Stakeholders directly.  

3 Context 
In its application to extend the 2011 HVAU, approved by the ACCC on 29 June, 2017, ARTC 
committed to, under Clause 2.3(b) of the approved extended 2011 HVAU: 

… engage in good faith negotiations with Access Holders and, by no later than 31 December 2017, 
lodge a variation application with the ACCC under section 44ZZA(7) of the CCA to vary this 
Undertaking to:  

(i) incorporate path based pricing; and 

(ii) apply an incremental costs methodology such that: 

(A) Pricing Zone 3 Access Holders contribute incremental costs for the remaining term of 
the Undertaking; 

(B) incremental maintenance costs are allocated on the basis of actual usage and 
incremental capital costs are allocated on the basis of contracted capacity; 

(C) take or pay charges include incremental capital based on contracted capacity; and 

(D) a dual ceiling limit applies. 

This Guide outlines the main areas the variation was intended to address; being the incorporation of 
PBP and clarifying the application of an Incremental Cost Methodology. 
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4 The basis for Path Based Pricing 

4.1 Background 

Prior to 2011, rail access pricing under the New South Wales Rail Access Undertaking (NSWRAU) 
was configured on a dollar per tonne ($/t) basis. The price for a particular mine was entirely volume 
dependent (i.e. variable) and paid by rail haulage operators who held the contract with ARTC. The 
binding commitment and regime at that time had limited application or symmetry in capacity or 
commercial commitments and therefore posed a degree of uncertainty regarding future rail network 
(supply) capability over the medium and longer term. 

The Honorable Nick Greiner led a review of the Hunter Valley Coal Chain which resulted in the 
instrumental implementation of a long term framework for access to and expansion of export 
capacity in the Port of Newcastle (known as the Capacity Framework Arrangements). The 
framework provided a mechanism for coal exporters in the Hunter Valley to contract long term 
capacity at the coal export terminals in a commercially viable manner. Whilst ARTC is not party to 
the Capacity Framework Arrangements, the adoption of aligned principles and a change to the 
contracting model that provided Producers the ability to directly contract as Access Holders for their 
own capacity on the Hunter Valley Rail Network was incorporated in the ACCC accepted 2011 
HVAU. This change was to provide long term certainty to Producers in respect of access to required 
rail capacity whilst also providing ARTC with long term certainty on the revenue commitments to 
support its operations and future investment. 

4.2 Pricing under the 2011 HVAU 

In establishing the access charging structure for the 2011 HVAU, ARTC considered how pricing 
would promote an efficient utilisation of both the rail network and the overall Hunter Valley Coal 
Chain having regard to the configuration of the network, the trains in service in the Hunter Valley 
and known Coal Chain constraints. 

At the time of developing the 2011 HVAU, some Producers proposed that a PBP methodology be 
adopted for the pricing mechanism. At that time however, it was believed there was a risk that PBP 
may encourage train configurations that would maximise network capacity at the detriment of overall 
Hunter Valley Coal Chain capacity and throughput.   

ARTC developed an alternative mechanism which would define the characteristics of what was 
considered to be the efficient train or ‘Indicative Service’ for each Pricing Zone to provide for optimal 
use of the network with the objective of optimising Coal Chain capacity. Differentiation factors were 
established for the pricing of Non-Indicative Services to reflect the maintenance cost, Network and 
Coal Chain capacity impacts relative to the efficient train.  

As a transition to this pricing structure, the primary configurations that were operating in Pricing 
Zone 1 and Pricing Zone 2 by Pacific National and QR National (now Aurizon) were held at pricing 
parity for a period until 2013 to provide for a transition to the new HVAU pricing structure. 

The Initial Indicative Service (IIS) was introduced in 2014 which initiated the differentiation in pricing 
between the various train configurations, with the 96 wagon service in Pricing Zones 1 and 2 
resulting in the lowest relative dollar per GTK ($/GTK) price, followed by the 91 wagon and then the 
88 wagon configurations with a higher relative charge. In effect, this was the application of the 
pricing signal set out in the 2011 HVAU to encourage efficient capacity consumption. 

ARTC was required to complete the implementation of the Indicative Service mechanism by way of 
determining and applying a Final Indicative Service (FIS) which was to provide an appropriate 



2011 Hunter Valley Coal Network Access Undertaking Variation 

Explanatory Guide 

December 2017 

Page 9 of 104 

pricing signal to achieve efficient use of the Network and Coal Chain capacity into the future. An 
aligned industry position on the FIS was unable to be achieved which resulted in ARTC’s 
subsequent withdrawal of the application to vary the HVAU with the FIS methodology. Therefore the 
IIS, which was proposed only as an interim measure to apply until the FIS could be implemented, 
remains in place now. 

Since 2011, train configuration changes and adaptations have occurred with the average train size 
increasing by approximately 20% (2011 – 6,932t; 2016 – 8,091t). Arguably this has been due to the 
commercial imperative to achieve efficient above rail operations rather than being driven by the 
signal and impact of rail access pricing. ARTC considers it important that it’s pricing methodology 
and signals do not contradict these developments.     

The chart below shows the distribution and configuration movement over this timeframe and also 
highlights that this improvement has been well in advance of what was assumed at the time the 
paths were contracted. 

 

4.3 Legislative linkage to Path Based Pricing 

ARTC is a Commonwealth Government owned corporation established in 1998 for the purpose of 
managing and providing access in a commercially sustainable manner to the National Interstate Rail 
Network and the NSW leased Hunter Rail Network. 

The HVAU provides for access arrangements to the Hunter Valley Rail Network operated by ARTC 
in NSW. In accepting the HVAU, the ACCC is required to have regard to objects of Part IIIA of the 
Competition and Consumer Act which includes the following (as set out in Section 44AA): 

 -
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• Promoting the economically efficient operation of, use of and investment in the infrastructure 
by which services are provided, thereby promoting effective competition in upstream and 
downstream markets. 

ARTC believes that this requirement precisely aligns to the purpose ARTC was established by its 
shareholders to achieve and therefore, as an organisation, encouraged to enhance the efficacy in 
how these, and other obligations, under the Act can be achieved. Further, ARTC believes that the 
evolution from the current pricing construct to the PBP structure (as set out in the application to vary 
the 2011 HVAU) directly promotes the efficient utilisation and investment in infrastructure and 
competition in a range of upstream and downstream markets. 

ARTC is on record in recognising that its role in the operation, maintenance and investment in the 
Hunter Valley rail network is to primarily improve utilisation and performance of rail services to 
optimise coal exports and cost competiveness of the Hunter Valley coal industry. Consequently, 
ARTC extends this focus in ensuring its activities are aligned with the Hunter Valley coal industry’s 
objective in developing, maintaining and utilizing the supply chain in a highly efficient manner. 

This focus is consistent with the pricing principles related to pricing of access requirements in 
Section 44ZZCA of the Competition and Consumer Act (CCA): 

(a) that regulated access prices should: 

(i)  be set so as to generate expected revenue for a regulated service or services that is at 
least sufficient to meet the efficient costs of providing access to the regulated service or 
services; and 

(ii)  include a return on investment commensurate with the regulatory and commercial risks 
involved; and 

(b)  that the access price structures should: 

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

(ii)  not allow a vertically integrated access provider to set terms and conditions that 
discriminate in favour of its downstream operations, except to the extent that the cost of 
providing access to other operators is higher; and 

(c)  that access pricing regimes should provide incentives to reduce costs or otherwise improve 
productivity. 

 

Therefore the objectives sought by ARTC through the implementation of a PBP mechanism are 
twofold, namely: 

1. To ensure that pricing provides an incentive for efficient consumption of network capacity in the 
context of the supply chain that it operates within; and 

2. To ensure that the same pricing incentives encourage efficient long-term investment in the 
below rail network infrastructure, as well as in downstream above rail infrastructure. 

Frontier Economics was engaged by the ACCC in July 2016 to conduct a review of ARTC’s 
proposed PBP methodology. Frontier found that the construct was appropriate from an efficiency 
perspective and therefore the legislative pricing aims under Section 44ZZCA. The methodology has 
since been adapted to incorporate the Incremental Cost methodology arising from the ACCC’s 2013 
Compliance Decision; however this does not impact on the points above that demonstrate its 
consistency with the CCA. 
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4.4 Capacity relationship with Path Based Pricing 

The current pricing structure has both the TOP and Non-TOP component of the access charges 
priced on a GTK basis, with differentiation factors applied to different train services relating to cost 
causality and capacity consumption (both network and coal chain).   

During the ACCC consultation process on the HVAU in 2016, arguments were offered as to why 
maintaining the existing differentiation via the Indicative Service application in pricing was more 
aligned to capacity, particularly for the Network where capacity utilisation is well below the 
threshold. Whilst the network may appear under utilised in aggregate, the reality in the short, 
medium and longer term is that demand for capacity in Pricing Zones 2 and 3 will be well above 
currently installed capacity. 

The capacity scarcity in Pricing Zones 2 and 3 is highlighted by the charts below which are taken 
from the draft 2018 Hunter Valley Corridor Capacity Strategy. These charts demonstrate the 
demand against forecast capacity over the next 10 years with committed (such as ANCO) and 
potential projects to relieve the capacity constraint without a change to the current train size being 
considered. 

To be clear, greater than 50% of the total Coal Chain’s volume origin is represented in these two 
regions both now and into the future.  
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The concept of PBP is based on a component of the price being applied to a train path on a Tkm 
basis irrespective of the train size being used. Pricing on this basis provides an incentive for Access 
Holders to maximise the payload of the train it can run on a path.   

The importance of the PBP structure becomes more critical as usage approaches capacity 
constraints and long term capital trade off decisions are informed by the pricing signals of the day. 
Over the long run, capacity is expected to remain at the threshold of capacity as increments of 
capacity will be staged to match the volumes being sought to ensure capital efficiency. A PBP 
structure will clearly enable Access Holders to assess the tradeoff between the value of more 
efficient utilisation of existing paths compared with the cost of additional network infrastructure.   

4.5 Transition to the Path Based Pricing Construct 

4.5.1 Current Pricing Artefacts 

ARTC currently develops TOP and Non-TOP pricing for at least 16 different train configurations 
across the 3 Pricing Zones.  The factors applied to differentiate maintenance costs imposed by 
different train configurations are derived from established engineering relationships. The factors for 
network capacity and coal chain capacity are not related to engineering relationships but rather 
depend on non-linear multi objective optimisation measures.  

The current set of factors is based on preliminary modelling carried out for the IIS and was never 
intended to apply for the term of the HVAU. These factors are still in place in the absence of the FIS. 
Train configurations in operation today have evolved significantly since the initial IIS modelling was 
carried out and therefore application of the factors is now based on interpolation and extrapolation 
where the assumptions underpinning the original modelling may no longer reflect the current 
network and train operations. This process adds to the ambiguity and complexity of the current 
pricing process.  
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Another artefact of the current pricing approach is that the assessment of overall pricing for 
alternative train configurations requires the overt involvement of ARTC in providing differentiated 
prices for a new configuration prior to each Customer being able to evaluate cost/benefit tradeoffs in 
third party commercial negotiations. 

4.5.2 Arriving at the Path Based Pricing proposal 

PBP avoids the impasse with the FIS and the associated arbitrary and opaque differentiation 
factors. Further, PBP enables Producers and above rail operators to determine the best 
configuration for their trains on the network through a simple, practical and transparent price 
evaluation process. Pricing a component of a train path on a Tkm basis irrespective of the train size 
being used will provide a clear pricing signal regarding the efficient consumption of network 
capacity.  

In Pricing Zones 2 and 3 where network capacity is the scarce commodity (by joint ARTC and 
Producer design), access to the network for a train between two nominated locations will essentially 
cost the same, regardless of the train configuration (other than for a difference in Variable 
Maintenance Costs through the Non-TOP component of the charge). ARTC’s involvement in this 
process is defining the specifications or envelope in which a train configuration must operate, with 
Customers left to determine how they can maximise their commercial position in congruence with 
efficient utilisation of rail network capacity within this envelope.     

PBP therefore allows train operators and Producers to respond to their market drivers, with 
increased predictability of rail access pricing, over time.  

PBP provides a solution to ensure the HVAU is more workable whilst sending pricing signals aimed 
at maximising the consumption of rail network capacity, and hence Coal Chain capacity. Without the 
direct influence of ARTC, price evaluation in the above rail market will lead to an increased ability to 
evaluate marginal costs of capacity pathways and increase downstream competition over the long 
run. 

4.5.3 Methodology Option Analysis 

As outlined, the current mechanisms provide for pricing differentiation based on train configuration 
versus an assumed indicative service. PBP is designed to provide the same outcome, but in a 
simple and transparent process whereby the capital and operating cost tradeoffs on the 
price/capacity relationship is clear, absent any need to arbitrarily define the efficient train service. 

The options available to ARTC in respect of delivering a simple and transparent pricing approach 
that promotes efficient capacity utilisation and above rail innovation include: 

• Implement PBP; 

• Attempt to complete the definition of the FIS as originally required under the 2011 HVAU 
(noting that the ACCC consented to the termination of the process in 2014 given the inability 
to reach agreement); or 

• Change the differentiation factors in pricing to remove Coal Chain capacity factors and focus 
on network capacity factors. 
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The table below provides a preliminary assessment of the potential benefits of each of these 
options: 

 

 Current PBP (and balance 
of Variations) 

FIS  Change in 
Differentiation 
Factors 

Direct Cost Pricing 
Unit 

GTK actual GTK actual GTK actual GTK actual 

Other Pricing Unit GTK actual 
GTK contract 

GTK contract 
TKm contract 

GTK contract GTK contract 

Simplicity Benefits Low High Low Medium 

Transparency Low High Medium Low 

Promotion of 
efficient utilization 

Low High Medium Medium 

Promotion of 
above rail 
innovation 

Low High (as no cost 
and no impediment 
to develop more 
efficient trains) 

Low Low 

 

The perverse situation at hand, even in the short run while export thermal coal markets remain 
buoyant and rail network capacity in regions remains scarce, is that there should be innovation at 
the above rail level to improve the efficiency of haulage, however the current pricing process with its 
complexity and reference to an IIS would be unable to reflect the full extent of that benefit. In fact, 
assuming no significant reduction in the train tare weight, if the train is larger and results in more 
tonnes delivered within a given path, it would increase the cost for that Producer and decrease the 
costs of others (given a constant revenue cap). This therefore acts as a constraint on innovation and 
limits the incentive and potentially is contrary to the ideals of the CCA pricing principles. 

On this basis, PBP, whilst delivering minor pricing variations, provides the key benefits of simplicity, 
objectivity, transparency and for the ability to foster innovation in the above rail market. 

4.5.4 PBP Methodology 

ARTC has evolved its proposed PBP methodology in response to feedback provided by 
Stakeholders, particularly in relation to the cost causation link with the primary drivers for 
Incremental Capital Costs in Pricing Zone 1 as determined through an engineering assessment. The 
evolution of the approaches can be summarised as: 

• Full TKm (2 part) – Initial PBP  

o Non-TOP prices reflect Variable Maintenance costs only, allocated on Forecast GTK; 
and 

o TOP prices reflect the remaining revenue requirement, i.e. the charges for Incremental 
Capital Costs that are currently included in Non-TOP have been moved to TOP prices.  
All TOP prices are allocated on the basis of Contract Train Km. 

• 3 part – Recommended PBP 

o Non-TOP prices reflect Variable Maintenance costs only, allocated on Forecast GTK. 

o TOP 1 prices recover the Incremental Capital Costs, allocated on Contract GTK; and 
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o TOP 2 prices reflect the remaining revenue requirement, excluding the recovery of 
Incremental Maintenance and Incremental Capital Costs.  These are allocated on the 
basis of Contract Train Km. 

Neither of these options continues with the application of the differentiation factors. Therefore the 
benefits of simplicity and transparency outlined above are retained. The 3 part option prices 
Incremental Capital Costs based on contracted GTK. These costs reflect usage in Pricing Zone 1, 
whilst the system capacity constraints, now and into the future, exist west of Muswellbrook in Pricing 
Zones 2 and 3 as highlighted in Section 4.4. The use of TKm to price capacity in these sections 
therefore ensures that the incentive benefit of PBP to maximize per train coal volume is not diluted 
between the options but also maintains the cost causation link in Pricing Zone 1 where there is 
available capacity. 

4.5.5 Services Envelope 

A key aspect of the PBP methodology has been the introduction of the Services Envelope. Any train 
configurations which are within the maximum specifications of the Services Envelope will receive 
the non-discriminatory price as defined in Section 6.2. 

In keeping with the ACCC’s legislative requirements to assess changes to an undertaking via a 
Variation process, any change to the Services Envelope will be submitted to the ACCC for approval 
via a Variation submission process. 

4.6 Impact of Adjoining Networks 

The provision of PBP does impact on customers which either originate or complete their journey on 
a network adjoining the Hunter Valley network.  The impact however has been mitigated by the 
move to a 3 part tariff where a portion of the TOP charge is levied on a GTK basis.  The removal of 
the differentiation factors also has a positive effect on pricing for these Customers who have axle 
load constraints affecting train sizes.  

4.7 Path Based Pricing Summary 

Through the consultation and development of the proposed 2016 HVAU, ARTC proposed and 
received clear feedback from its Customers and stakeholders on PBP.  

ARTC intends that the variation of the HVAU for PBP as committed to in the accepted undertaking 
will deliver the benefits of clarity in pricing makeup and certainty through increased simplicity and 
transparency.  The implementation of PBP supports the relevant competition law requirements and 
ensures efficiency incentives are retained over time. The approach further supports the ability for 
Access Holders to freely evaluate and negotiate tradeoffs with above rail/below rail cost/benefit 
options absent the impact of opaque price differentiations for different train configurations through 
the application of differentiation factors by ARTC.  

With the continued application of the combinatorial economic model under the HVAU, PBP is 
considered a simple and fully transparent method of pricing which both reflects the cost of operating 
above rail services and provides incentives to best utilise network capacity.   

PBP delivers simplicity and transparency compared to the current mechanism by replacing multiple 
prices set by train configuration by pricing zone with a single tariff and by removing the application 
of differentiation factors applied to determine the price for each train configuration.  PBP will also 
provide an incentive to design and operate train configurations that maximise utilisation, and 
therefore capacity of the rail network.   
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Many of ARTC’s Customers and stakeholders explored, with ARTC, the concept of PBP during the 
establishment of the extended 2011 HVAU. ARTC’s view is that the majority of Customers believe 
that the PBP construct achieves an alignment in principles of clear and open price/cost information 
with the supply chain’s capacity without overly complex derived mechanisms in achieving these 
outcomes.  

5 Incremental Cost Methodology 

5.1 Background 

The 2011 HVAU included the concept of Incremental Cost which was defined as ‘all costs that could 
be avoided in the medium term if a segment had been removed from the network’. In applying the 
floor limit for the segments traversed by Pricing Zone 3 Access Holders in Pricing Zone 1, ARTC 
allocated revenue from Pricing Zone 3 Access Holders to meet the Variable Maintenance Costs 
imposed by Pricing Zone 3 Access Holders in Pricing Zone 1. 

The ACCC reviewed the interpretation of incremental costs as part of its assessment of ARTC’s 
compliance with the financial model in the HVAU for 2013.  As part of this review, the ACCC 
engaged WIK Consult (WIK) to determine the incremental costs associated with Pricing Zone 3 
Access Holders’ use of Pricing Zone 1. WIK applied a long run view of avoidable costs and 
undertook an engineering assessment to understand the extent to which costs vary with traffic or 
were driven by the need for higher network capacity and the associated cost drivers (such as GTK, 
Tkm, time or safety). WIK’s approach incorporated some elements of capital costs as incremental 
costs compared to ARTC’s previous approach that included only variable maintenance costs and 
allocated these costs to traffics on the basis of actual usage of the Network (GTK or Tkm). The 
ACCC accepted WIK’s approach in its final determination on ARTC’s 2013 compliance assessment. 

Pricing subsequent to the ACCC’s 2013 determination reflected the variability of incremental costs 
in Pricing Zone 1, with Incremental Capital Costs moving to the non-TOP component of the access 
charge.  As a result, a higher proportion of the overall charges became variable which delivered 
pricing uncertainty due to volume changes of other Access Holders and the application of the overs 
and unders process. 

In order to provide clarity, transparency and certainty to Access Holders, ARTC committed to vary 
the HVAU to apply an Incremental Cost Methodology such that: 

• Pricing Zone 3 Access Holders contribute Variable Maintenance Costs and Incremental 
Capital costs related to their use of  Pricing Zone 1 for the remaining term of the HVAU; 

• Variable Maintenance Costs are allocated on the basis of actual usage and Incremental 
Capital Costs are allocated on the basis of contracted capacity; 

• TOP charges include recovery of Incremental Capital Costs based on contracted capacity; 
and  

• A dual ceiling limit applies. 

The amendments proposed to the HVAU are intended to codify the Incremental Cost Methodology 
in accordance with the decision of the ACCC for the 2013 compliance assessment (with one change 
as discussed below). 
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5.2 Definition and Application of Incremental Costs 

The drafting in the HVAU has been updated to replace and simplify the cost categories to comprise 
of:  

• Variable maintenance costs; 

• Incremental capital costs which only apply to segments in Pricing Zone 1; and 

• Fixed costs. 

The approach adopted by WIK to assess the purpose, causal factors and cost drivers in order to 
determine the proportion of costs that are Variable Maintenance Costs and Incremental Capital 
Costs based on an engineering assessment has been embedded in the HVAU. To provide certainty 
of application, ARTC has required that the precedents set for the variable / incremental proportion of 
costs and the allocator (ie GTK or Tkm) for apportioning those costs to relevant Access Holders in a 
compliance assessment will apply to ongoing for projects/costs of a similar nature. 

ARTC is proposing one change to the approach adopted by WIK which is to allocate incremental 
capital costs based on contractual commitments rather than actual utilisation of the network. 
Incremental capital costs in Pricing Zone 1 will then be recovered as TOP charges. 

5.3 Allocation by Contract 

ARTC considers that the approach to allocate Incremental Capital Costs based on actual utilisation 
of the Network is a fundamental departure from the established commercial framework for the 
Hunter Valley Coal Chain and results in increased uncertainty for Access Holders and ARTC. 

The ACCC, in its final determination to accept the 2011 HVAU and in the authorisation for the coal 
terminal Capacity Framework Arrangements, specifically recognised the importance of contractual 
alignment as part of the long term solution for the Hunter Valley export supply chain.  A key 
component of this contractual alignment related to the contracting structure, which included long 
term take or pay contracts. The ACCC indicated that it viewed this alignment as likely to promote 
the efficient operation, use and investment in the Hunter Valley rail network. 

Take or pay contracts are intended to provide certainty for service providers to underpin the 
significant investments made in capacity infrastructure.  For Access Holders, it provides certainty of 
access to capacity and limits their exposure to volume changes of other Access Holders.  Since the 
commencement of the 2011 HVAU, ARTC has undertaken a significant program of infrastructure 
expansion works to meet the contracted capacity requirements of Access Holders on the basis of 
firm take or pay commitments.  

The effect of the 2013 compliance determination was to require an Incremental Cost Methodology in 
Pricing Zone 1, with incremental costs (including Incremental Capital Costs) being allocated on the 
basis of actual volumes within the year (and therefore variable in nature).  As a consequence, the 
relativity between the TOP and Non-TOP components of the access charges has changed in Pricing 
Zone 1.  The TOP charge has historically been in the order of 85-90% of the access charges, 
however pricing reflecting the outcome of the 2013 compliance decisions has resulted in the TOP 
charge reducing to approximately 50% of the Pricing Zone 1 access charges.  Access Holders are 
now exposed to volume reductions of other Access Holders which leads to a high degree of price 
uncertainty through the unders and overs process. The actual cost per tonne for track access will be 
unknown until the completion of compliance assessments well after the coal has been sold.  
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Access Holders who are utilising train paths in accordance with their contractual commitments will 
fund the Incremental Capital Costs of Access Holders who are not utilising their contracted train 
paths, notwithstanding they may have triggered the need for the capital investment. This introduces 
a different form of cross subsidisation where Access Holders using their contracted capacity 
entitlements cross subsidise those who are not, resulting in an ex-post volume and price risk which 
they can neither predict nor manage. In a scenario of lower than contract utilisation there are also 
risk implications for ARTC in that its cash flow will be impacted until the unders and overs process 
has concluded.   

The allocation of capital costs by actual volumes is also inconsistent with the causation of the capital 
investment. Decisions to fund incremental capacity are made based upon forecasts of future 
network utilisation which were underpinned by contractual commitments at the time of the 
investment. The critical causal factor for the capital investment is therefore the contracted volume. 
Use of a contractual allocator for this cost provides a direct causal link and a clear financial incentive 
to ensure that the contracted capacity most efficiently reflects the volume needs of the Access 
Holder. On this basis, ARTC considers that continuation of the actual usage allocator for 
Incremental Capital Costs has the potential to hamper efficient investment going forward as there 
may be a reluctance for RCG members to endorse capital expenditure which is triggered by certain 
contractual commitments where there is a risk that those Access Holders can reduce their 
contribution to the capital cost (and increase the contributions of others) if their contracted capacity 
is not fully utilised.  

The approach outlined above to allocate Incremental Capital Costs on the basis of contractual 
commitments is intended to realign the HVAU with the commercial framework take or pay principles 
and reduce pricing uncertainty and volume risk for Access Holders.  ARTC contends that this 
approach is more likely to promote the efficient operation of, use of and investment in the Hunter 
Valley rail network in line with the ACCC’s determination for the 2011 HVAU. 

ARTC has discussed this approach with its customers and there is broad support to realign with the 
commercial framework take or pay principles.  Access Holders clearly understand that the 
implication of this will be to restore the approximate 85-90% portion of the overall pricing as TOP 
charges, with the allocation of capital costs not being variable within a year based on actual 
utilisation. 

ARTC appreciates that an Access Holder who is not utilising a substantive proportion of its 
contracted volume is motivated to oppose the change to a contractual allocator for incremental 
capital costs. ARTC submits that the proposed change aligns to the basis on which the contracts 
were entered into. 

5.4 Determining the Incremental Proportion and Allocation Method  

For new projects or capital costs in Pricing Zone 1 and for maintenance costs, the proposed HVAU 
requires ARTC to determine the proportion to which they are Incremental Capital Costs, Variable 
Maintenance Costs or Fixed Costs and the allocation method (ie whether GTK or Tkm). ARTC must 
consider the following in the determination of the proportion and allocation method: 

1. Where the purpose, causal factors and cost drivers for the new project, capital cost or 
maintenance activity are consistent with previously assessed costs of a similar nature or 
purpose, the incremental proportion and allocation method will be consistently applied in line 
with the previously assessed capital costs or maintenance expenditure.  

2. For new projects, capital costs or maintenance expenditure that are not consistent with 
previously assessed costs, the extent to which such costs are Incremental Capital Costs, 
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Variable Maintenance Costs or Fixed Costs will be reasonably determined by an engineering 
assessment having regard to the purpose, causal factors and costs drivers of the expenditure. 

The HVAU provides a mechanism for ARTC to consult with Industry through the Rail Capacity 
Group (RCG) for the purpose of obtaining endorsement of new projects or capital costs. It is 
proposed that at an appropriate stage in the RCG consultation process ARTC will inform the RCG 
on the proportions and allocation methods for new projects or capital costs that are Incremental 
Capital Costs. For new projects that are not of a similar nature to previously assessed projects or 
capital cost, the RCG will be provided details of the engineering assessment that has determined  
the incremental proportion and allocation methods. ARTC is not required to obtain RCG 
endorsement of such proportions and allocation methods. 

Notwithstanding the above, if requested by ARTC (at ARTC’s discretion) at a stage in the RCG 
consultation process, the RCG may be provided the opportunity to endorse the new project or 
capital cost as a Fixed Cost rather than an Incremental Capital Cost.  

Once a particular incremental proportion and allocation method for a particular project or category of 
capital costs (excluding those specific projects endorsed as a Fixed Cost through the RCG) has 
been assessed as compliant by the ACCC, it will not be reviewed in future Compliance 
Assessments and will continue to apply for the life of that project or capital costs. 

5.5 Dual Ceiling Test and Pricing Zone 3 Incremental Cost Certainty 

The existing 2011 HVAU already incorporates the concept of a dual ceiling through: 

• The reconciliation of Access revenue with the Ceiling Limit for the Constrained Network and 
the subsequent overs and unders accounting process for Constrained Coal Customers; 

• Access revenue from Pricing Zone 3 Access Holders being applied to meet their Variable 
Maintenance Costs and Incremental Capital Costs in Pricing Zone 1 and the determination of 
the RAB for Pricing Zone 3 whilst Pricing Zone 3 is economically constrained.  

The concept has been extended to confirm the cost contribution and treatment of revenue from 
Pricing Zone 3 Access Holders once the capitalised loss balance has been fully recovered. It is 
intended that once the capitalised loss balance has been recovered, Pricing Zone 3 will be a 
separate Constrained Network with its own overs and unders accounting process and distinct from 
the Constrained Network that comprises segments in Pricing Zone 1 and Pricing Zone 2.  

The purpose of the drafting changes proposed by ARTC is to: 

• Provide certainty to PZ1/2 Constrained Coal Customers that a defined amount of Access 
revenue from Pricing Zone 3 Access Holders will be allocated towards meeting the Variable 
Maintenance Costs and Incremental Capital Costs imposed by Pricing Zone 3 Access 
Holders in Pricing Zone 1; and 

• Provide certainty to Pricing Zone 3 Access Holders that their contribution to Pricing Zone 1 
costs cannot exceed their allocation of Variable Maintenance Costs and Incremental Capital 
Costs and that the remainder of Access revenue from Pricing Zone 3 Access Holders will be 
allocated to meeting the costs of segments in Pricing Zone 3. This will apply for the duration 
of the HVAU term. 

For transparency, a capitalised loss balance will remain at the end of the term of the HVAU as 
currently extended. 
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5.6 Benefits of Incremental Cost Methodology 

The benefits to Access Holders of the codification of Incremental Cost Methodology are as follows: 

• it provides price certainty by avoiding large ex-post price changes substantially after the 
relevant coal has been shipped; 

• it provides price structure stability; 

• it makes the majority of the price known by way of the magnitude of the TOP charge in the 
price makeup, ahead of annual production decisions; 

• it removes the production decision of competitors as a key parameter in the below rail cost 
function of every Producer; and 

• provides certainty in the treatment of Incremental Costs throughout the term of the HVAU. 

5.7 Worked Examples 

ARTC has developed a package of worked examples that in combination with the review of the 
relevant HVAU Clauses are illustrative in 

• the determination and application of incremental costs;  

• the building blocks for the Ceiling Limit, revenue reconciliation and overs and unders process 
for the Constrained Network; and  

• the reconciliation of revenue for Pricing Zone 3.  

ARTC has held workshops with Customers and Stakeholders to review the examples. A copy of the 
worked examples is included at Appendix 1 

6 Proposed Combined methodology 
The combination of the PBP structure and Incremental Cost Methodology outlined above results in 
the 3 part tariff as detailed below.  The combined pricing methodology is most suitable to the long 
term functioning of the HVAU and appropriately responds to stakeholder input derived through the 
consultation phase of the development of the variation to the HVAU. 

 

 Current Variation  Recommended 

Pricing structure 2 part 3 part 

TOP Pricing Unit / 
Allocator 

Contract GTK 
 

(3) Contract GTK for Pricing Zone 1 Incremental 
capital costs 

(4) Contract Tkm (for all other TOP Components) 

Non-TOP Pricing 
Unit / Allocator 

Actual GTK Actual GTK 

Differentiation Yes for all train configurations No 

TOP Components • Fixed Capital Costs 
(depreciation / return) 

• Fixed maintenance 
• Corporate overhead 
• Network control 

• Fixed Capital Costs (depreciation /return) 
• Fixed maintenance 
• Corporate overhead 
• Network control 
• HV Business Unit Management 
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• HV Business Unit 
Management 

• Pricing Zone 3 Capitalised 
loss recovery 

• Pricing Zone 3 Capitalised loss recovery 
• Pricing Zone 1 Incremental capital costs 

(depreciation / return) 

Non-TOP 
Components 

• Variable maintenance 
• Pricing Zone 1 

Incremental Capital Costs 
(depreciation / return) 

• Variable maintenance 
 

Worked examples to illustrate the application of PBP are included at Appendix 1. 

7 Stakeholder Inclusion 
ARTC committed to engage in “good faith negotiations” with Access Holders in respect of this 
variation and a multiple round inclusive process was undertaken with all stakeholders; not just 
Access Holders. This process consisted of: 

• First round of presentations from September 7 to 19 to stakeholders outlining a PBP and 
Incremental Cost Methodology based on the 2017 HVAU drafting. The key issues raising 
from this first round can be summarized as: 

o The ACCC highlighted ARTC’s commitment was to negotiate with stakeholders and 
reiterated its focus on consistency with WIK’s analysis which concluded that the main 
driver for Incremental Capital Costs was GTK; 

o Aurizon Operations proposed a variation to the PBP tariff structure to utilize a 3 part 
tariff; and 

o Producers have sought an understanding of cost linkages and the understanding of the 
impact on their overall business but have expressed general support for the benefits of 
transparency and simplicity provided by Path Based Pricing. 

• Second round of presentations from October 25 to November 10 to stakeholders outlining an 
alternative approach (discussed at Section 2.5 above) reflecting a balanced response by 
ARTC to positions put forward by all stakeholders. Access Holders were provided with 
individual path analysis of the impact of the two options on a confidential basis based on 2017 
H2 pricing; 

• Third round of customer workshops from November 24 to December 10 which confirmed: 

o The understanding of the compliance changes and the interaction of the proposed dual 
ceiling tests; 

o Further worked examples of the impact of the changes on different train configurations 
for each pricing zone; and 

o Review of this Explanatory Guide by Customers.  

ARTC has adopted many aspects of stakeholder input in the mechanics, explanations and, finally, 
the HVAU drafting leading to submission of the variation. 
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8 Removal of Redundant Clauses 
ARTC, in consultation with customer representatives has also undertaken minor tidy ups of the 
HVAU through the removal of redundant clauses such as the process for the development of the 
Final Indicative Services. All of these amendments are detailed in the summary of HVAU drafting 
amendments contained in Appendix 2. 

9 Timing of Application of the Methodology 
The pricing changes will be implemented from the beginning of the next whole month, 3 months 
after the ACCC’s issues a final approval of the Variation. 

For the purposes of Compliance modelling and the underlying allocation of costs between Access 
Holders and Groups of Access Holders, the changes will be assumed to take effect from 1 January 
2018. This effective date merely assumes the need for one compliance model to apply for the 
Ceiling calculation test for Calendar 2018. 

10 Drafting Changes 
A summary of all drafting changes, developed in conjunction with HRATF and their advisors is 
contained in Appendix 2. 
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 • Overview of HVAU Financial Model 

• Costs 

• Pricing Process 

• Reconciliation of Revenues and Costs (Compliance) 

HVAU VARIATION  
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• Pricing Zone 1 (PZ1) 

• Newcastle Coal Terminals to 

Muswellbrook including Bengalla 

• Islington to Terminals for South 

 

• Pricing Zone 2 (PZ2) 

• Mount Pleasant to Ulan  

 

• Pricing Zone 3 (PZ3) 

• Muswellbrook to Narrabri 

Muswellbrook 

Narrabri  

Ulan  

Newcastle 

PRICING ZONES 

Each Pricing Zone under the HVAU 

has differing Network configurations, 

cost profiles and volumes/traffic. 
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HVAU FINANCIAL MODEL 

• The financial model in the HVAU allows ARTC to:  

 recover revenue equivalent to its efficient costs for the Constrained Network* (currently 
comprising segments in Pricing Zones 1 and 2 where there is enough volume to enable 
ARTC to recover its efficient costs); and  

 Capitalise revenue shortfalls for Pricing Zone 3 into the regulatory value of assets for 
recovery in future years. 

• Loss capitalisation was introduced in the 2011 HVAU for Pricing Zone 3 to provide a 
pathway to investment in new infrastructure. Large capacity increases in Pricing Zone 
3 were required in order to allow for increased coal volumes, however the additional 
costs could not be immediately covered by Access Charges until the volume from the 
capacity growth was achieved. 

• ARTC is required to submit documentation to the ACCC (annually in arrears) for an 
assessment of compliance with the HVAU financial model. 

 * References to Constrained Network do not refer to capacity constraints but to the economic concept of access revenue reaching or exceeding the Economic Cost for the Segments 
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HVAU REVENUE FLOOR/CAP MODELLING PROCESS 

Maintenance 

ledger 

Overhead model 
HV overhead 

costs ledger 

ARTC 

corporate 

overhead costs 

ledger 

Traffic data 

HVAU Revenue Ceiling model RAB model 

Asset Base 

Net losses on 

disposal 

Expensed project 

costs 

Conducts following analytical processes: 

• Allocation to segments 

• Incremental cost calculation using WIK 

methodology 

• Floor test 

• Combinatorial ceiling test 

• Calculation of capitalised losses 

• RAB roll-forward 

• GTK and train Km data for 

each mine/port combination 

• Non-coal traffic across each 

segment 

• Direct maintenance costs 

for PZ1-3 as allocated to 

segments 

• HV overhead costs, 

including network control, 

asset-development and 

asset-delivery 

• Some non-coal costs 

isolated and excluded 

• Corporate overhead costs, 

including executive, finance, 

legal, technical services 

allocated between HV and 

Interstate 

• Some non-HV costs isolated 

and excluded 

ILLUSTRATIVE 
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HVAU VARIATION   

• Overview of HVAU Financial Model 

• Costs 

• Pricing Process 

• Reconciliation of Revenues and Costs (Compliance) 
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COSTS FOR COAL NETWORK 

Capital Costs 

Depreciation 

 
(HVAU section 4.7) 

Regulated asset base (RAB) floor limit depreciated over remaining mine life of  23 

years from 1 July 2016 

 

Asset base includes: 

• Written down value of existing network infrastructure and associated facilities 

• Capital projects to deliver additional capacity 

• Annual corridor (sustaining) capital program  

• Written down value of disposed assets are removed 

Return 

 

(HVAU section 4.8) 

Rate of return – effective from 1 July 2016:  

• 5.38% real pre-tax 

• 7.91% nominal pre-tax 

Operating Costs 

Segment specific 

Maintenance 

Routine Corrective Reactive Maintenance (RCRM) 

Major Periodic Maintenance (MPM)              

(eg Ballast Cleaning, Rail Grinding, Tamping, Asset Inspections, Structure repairs) 

Indirect / Operating costs 

Network Control and Logistics 

Asset Development (eg Asset Strategy, Project Support) 

Asset Delivery (eg Provisioning Centres) 

Share of Overheads 
Hunter Valley Business Unit Costs (eg Management) 

Corporate Overheads (eg Executive, Finance, Legal, Technical Services) 

Other 
Loss on disposal of assets / Expensed project costs 

 

Fixed Capital 

Costs 

Incremental 

Capital Costs 

Fixed 

Maintenance 

Costs 

Variable 

Maintenance 

Costs  

Fixed 

Operating / 

Overhead 

Costs 

Non-segment specific capital and operating costs are allocated to segments in accordance with Schedule I 

HVAU – section 4.5 
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INCREMENTAL COSTS 

• The ACCC considered the interpretation of incremental costs as part of its decision on 

ARTC’s compliance assessment for 2013. The effect of the ACCC’s decision was to: 

‒ Define the stand alone cost for Pricing Zone 1 and 2; and 

‒ Determine the incremental costs (maintenance and capital at an asset component level) 

associated with Pricing Zone 3 Access Holders’ use of Pricing Zone 1. 

• The incremental proportion of maintenance and capital is based on an independent 

engineering assessment of the cost causation and cost drivers for the expenditure. 

• The ACCC engaged WIK to review and assess  the incremental costs of Pricing Zone 3 

Access Holders’ use of Pricing Zone 1.   

• WIK considered incremental costs as ‘costs that are avoidable in the long term’. 

• ARTC also engaged an independent engineer to apply the WIK approach to any 

subsequent costs not previously assessed. 
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VARIABLE MAINTENANCE COSTS 

• Maintenance costs were assessed based on:  

 how costs vary with traffic  

 what is the cost driver for the cost (eg GTKM, Train KM, time, safety) 

• Examples: 

 

 

 

 

 

 

Maintenance Activity % Incremental Incremental Cost Driver  

Ballast Cleaning 90% GTKM 

Maintenance Resurfacing 90% GTKM 

Rail Grinding 90% GTKM 

Mud Holes Full Track Reconditioning 75% GTKM 

Track Circuit Maintenance 50% Train KM 

If $1M is spent on rail 

grinding in PZ1, $0.9M 

is treated as a 

Variable Maintenance 

Cost and $0.1M is 

treated as a fixed 

maintenance cost. The 

Floor Contribution is 

allocated based on 

actual GTKM (HVAU 

section 4.5(f)(ii)). 
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INCREMENTAL CAPITAL COSTS 

• Corridor Capital (minor capex) were assessed based on:  

 how costs vary with traffic  

 what is the cost driver for the cost (eg GTKM, Train KM, time, safety) 

• Incremental Capital Costs only applies to PZ1 

• Examples: 

 

 

 

 

 

 

If $1M is spent on a 

turnout renewal project in 

PZ1, $1M is added to the 

RAB and the depreciation 

and return associated with 

$0.75M incremental 

capital is treated as an 

Incremental Capital Cost. 

The depreciation and 

return associated with 

$0.25M fixed capital is 

treated as a fixed capital 

cost. The Floor 

Contribution is allocated 

based on contract GTKM 

(HVAU section 4.5(f)(i)). 

Note WIK used actual 

GTKM. 

Corridor Capital Activity % Incremental Incremental Cost Driver  

Rerailing 90% GTKM 

Track Strengthening 75% GTKM 

Turnout Renewal 75% GTKM 

Points Machine Replacement 50% Train KM 
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INCREMENTAL CAPITAL COSTS 

• Capacity enhancement projects (major capex) were assessed based on the 

extent to which the project was driven by the need for higher network capacity to 

accommodate increased volumes.  

• Incremental Capital Costs only applies to PZ1 

• Examples: 

 

 

 

 

 

 

All depreciation and return 

associated with the $0.5B 

capital added to the RAB 

for this infrastructure 

project is treated as an 

Incremental Capital Cost 

The Floor Contribution is 

allocated based on 

contract GTKM (HVAU 

section 4.5(f)(i)). Note WIK 

used actual GTKM. 

Major Capital Activity % Incremental Incremental Cost Driver  

Maitland to Minimbah Third Road 100% GTKM 

Kooragang Arrival Roads Stage 2 50% GTKM 

ARTC Network Control Optimisation 50% Train KM 
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HVAU DRAFTING - INCREMENTAL COSTS 

• ARTC has prepared drafting changes to incorporate the effect of the ACCC’s 2013 compliance 

determination and WIK’s approach.  The changes include: 

‒ Simplify the cost definitions: 

• Incremental Capital Cost 

• Variable Maintenance Cost 

• Fixed Costs 

• ARTC is proposing one change to the WIK approach which is to allocate Incremental Capital 

Costs based on contractual commitments rather than actual utilisation.  This approach will: 

‒ Realign with the commercial framework take or pay principles.  

‒ Reduce pricing uncertainty for Producers. 

• Incremental Capital Costs in Pricing Zone 1 will be recovered as Take or Pay (TOP) charges. 

 



13 

• The proposed HVAU requires ARTC to determine the allocation method (GTKM or Train KM) and 

proportion to which new costs are: 

- Incremental Capital Costs 

- Variable Maintenance Costs 

- Fixed Costs 

• The proportion and allocation method will be determined based on the cost causation and cost drivers 

and with respect to consistency against previously assessed costs: 

- Where costs are consistent, the same incremental proportion and allocation method will be applied. 

- Where no comparable project, the incremental proportion and allocation method will be determined by an engineering 

assessment. 

• The RCG will be informed of the proportion and allocation method. 

• If requested by ARTC, the RCG may be provided the opportunity to endorse the new capital cost as a 

Fixed Cost rather than an Incremental Capital Cost. 

• Once assessed by the ACCC as compliant, the proportion and allocation method will not be reviewed in 

future compliance assessments and will continue to apply for the life of that cost. 

HVAU DRAFTING –  

INCREMENTAL PROPORTION & ALLOCATION METHOD 
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HVAU VARIATION   

• Overview of HVAU Financial Model 

• Costs 

• Pricing Process 

• Reconciliation of Revenues and Costs (Compliance) 
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PROPOSED PATH BASED PRICING STRUCTURE 

Pricing Structure 3 part tariff (i.e. 2 part TOP + 1 part Non-TOP) 

TOP Pricing Unit / Allocator I. Contracted Coal GTKM for PZ1 Incremental Capital Costs   

II. Contracted Train KM (for all other TOP Components) 

 

Non-TOP Pricing Unit / Allocator Actual GTKM 

Differentiation No differentiation across train configurations 

TOP Components • Fixed Capital Costs 

• Fixed Maintenance Costs 

• Fixed Operating / Overhead Costs 

• PZ3 Capitalised loss recovery 

• PZ1 Incremental Capital Costs 

Non-TOP Components • Variable Maintenance Costs 

Note that these comparisons relate to the determination of prices. While these are based on the forecast underlying costs, the allocations of costs and 

determination of revenue ceiling limits would be calculated after the end of the relevant year as part of the annual compliance assessment process.  
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PRICING PROCESS 

PZ2 

Fixed Operating Costs  

Fixed Capital 

PZ2 Non-TOP (GTKM) PZ2 Variable Maintenance* 

PZ2 

TOP Charges (Train KM) 

PZ1 Variable Maintenance* PZ1 Non-TOP (GTKM) 

 
PZ1 

Fixed Operating Costs   

Fixed Capital Cost 

 

 
PZ1 

Incremental Capital Cost 

 
PZ1 

TOP Charges (GTKM) 

 

 
PZ3 

Fixed Operating Costs  

Fixed Capital Costs 

 

PZ3 Planned Capitalised Loss 

Recovery 

PZ3 Variable Maintenance* PZ3 Non-TOP (GTKM) 

 

PZ1 

TOP Charges (Train KM) 

 

 
PZ3 

TOP Charges (Train KM) 

 

Forecast Access Charge Revenue Forecast Ceiling/Cost Build Up 

• PZ3 pay the same 

Access Charge rates 

in PZ1 as other coal 

Access Holders 

 

• Revenue derived from 

PZ3 Access Holders 

from PZ1 Access 

Charges exceeds 

variable / incremental 

cost contribution in 

PZ1. The difference is 

applied to PZ3 Costs 

ARTC sets its Access Charges to 

earn revenue to cover: 

• The relevant forecast Ceiling 

Limit / Economic Cost for the 

PZ1/2 Constrained Network. 

• Costs for PZ3 segments plus a 

proportion of Capitalised Losses 

and forecast incremental cost 

contribution for PZ1. 

Forecasts of contracted and actual 

volumes are used for:  

• Underlying cost allocation to 

segments.  

• Forecast Floor Contributions. 

• Pricing rates per GTKM or Train 

KM (as applicable) 
 

* Excluding forecast variable maintenance 

contribution from non-coal traffic 

ILLUSTRATIVE 
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EXAMPLE CALCULATION 

PRICING ZONE 1 
Assumptions 

Train Consist   

Empty weight 2,500 

Loaded weight 11,600 

Nominal payload 9,100 

Gross tonnes 14,100 

Haul Empty KM Loaded KM GTK ('000) 

PZ1 130 130 1,833 

    

2018 Existing Price 

Pricing Zone 

Non-TOP TOP 

($/GTK Actual) ($/GTK Contract) 

PZ1 3.786 3.285 

2018 Path Based Price 

  Non-TOP TOP 1 TOP 2 

  ($/GTK Actual) ($/GTK Contract) 
($/Train KM 

Contract) 

PZ1 0.938 3.373 18.471 

Existing Access Charge 

  Non-TOP TOP 
Total Access 

Charge 
  

($/GTK Actual) 
($/GTK 

Contract) 

Access Charge  $              6,940   $              6,021   $            12,961  

    

$ / net tonne  $                0.76   $                0.66   $                1.42  

% total Access Charge 54% 46% 100% 

Path Based Access Charge 

  Non-TOP TOP 1  TOP 2 
Total Access 

Charge   ($/GTK Actual) 
($/GTK 

Contract) 

($/Train KM 

Contract) 

Access Charge  $              1,719   $              6,183   $              4,802   $            12,705  

    

$ / net tonne  $                0.19   $                0.68   $                0.53   $                1.40  

% total Access Charge 14% 49% 38% 100% 

Absolute $ / net tonne variance -$               0.03  

 % variance      (2.0%) 

CALCULATIONS ARE ILLUSTRATIVE 
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Assumptions 

Train Consist   

Empty weight 2,300 

Loaded weight 10,900 

Nominal payload 8,600 

Gross tonnes 13,200 

Haul Empty KM Loaded KM GTK ('000) 

PZ1 130 130 1,716 

PZ2 100 100 1,320 

Total Haul 230 230 3,036 

    

2018 Existing Price 

Pricing Zone 

Non-TOP TOP 

($/GTK Actual) ($/GTK Contract) 

PZ1 3.791 3.358 

PZ2 1.003 5.867 

2018 Path Based Price 

  Non-TOP TOP 1 TOP 2 

  ($/GTK Actual) ($/GTK Contract) 
($/Train KM 

Contract) 

PZ1 0.938 3.373 18.471 

PZ2 1.006 - 39.451 

Existing Access Charge 

  Non-TOP TOP 
Total Access 

Charge 
  

($/GTK Actual) 
($/GTK 

Contract) 

PZ1  $              6,505   $              5,762   $            12,268  

PZ2  $              1,324   $              7,744   $              9,068  

Access Charge  $              7,829   $            13,507   $            21,336  

    

$ / net tonne  $                0.91   $                1.57   $                2.48  

% total Access Charge 37% 63% 100% 

Path Based Access Charge 

  Non-TOP TOP 1  TOP 2 
Total Access 

Charge   ($/GTK Actual) 
($/GTK 

Contract) 

($/Train KM 

Contract) 

PZ1 1,610 5,788  $              4,802   $            12,200  

PZ2 1,328 -  $              7,890   $              9,218  

Access Charge  $              2,938   $              5,788   $            12,693   $            21,418  

    

$ / net tonne  $                0.34   $                0.67   $                1.48   $                2.49  

% total Access Charge 14% 27% 59% 100% 

Absolute $ / net tonne variance  $               0.01  

 % variance      0.4% 

EXAMPLE CALCULATION 

PRICING ZONE 2 
CALCULATIONS ARE ILLUSTRATIVE 
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Assumptions 

Train Consist   

Empty weight 2,200 

Loaded weight 10,200 

Nominal payload 8,000 

Gross tonnes 12,400 

Haul Empty KM Loaded KM GTK ('000) 

PZ1 122 122 1,513 

PZ3 225 225 2,790 

Total Haul 347 347 4,303 

    

2018 Existing Price 

Pricing Zone 

Non-TOP TOP 

($/GTK Actual) ($/GTK Contract) 

PZ1 3.790 3.541 

PZ3 2.374 11.298 

2018 Path Based Price 

  Non-TOP TOP 1 TOP 2 

  ($/GTK Actual) ($/GTK Contract) 
($/Train KM 

Contract) 

PZ1 0.938 3.373 18.471 

PZ3 2.380 - 70.781 

Existing Access Charge 

  Non-TOP TOP 
Total Access 

Charge 
  

($/GTK Actual) 
($/GTK 

Contract) 

PZ1  $              5,734   $              5,357   $            11,090  

PZ3  $              6,623   $            31,521   $            38,145  

Access Charge  $            12,357   $            36,878   $            49,235  

    

$ / net tonne  $                1.54   $                4.61   $                6.15  

% total Access Charge 25% 75% 100% 

Path Based Access Charge 

  Non-TOP TOP 1  TOP 2 
Total Access 

Charge   ($/GTK Actual) 
($/GTK 

Contract) 

($/Train KM 

Contract) 

PZ1 1,419 5,103  $              4,507   $            11,029  

PZ3 6,640 -  $            31,851   $            38,492  

Access Charge  $              8,059   $              5,103   $            36,358   $            49,520  

    

$ / net tonne  $                1.01   $                0.64   $                4.54   $                6.19  

% total Access Charge 16% 10% 73% 100% 

Absolute $ / net tonne variance  $               0.04  

 % variance      0.6% 

EXAMPLE CALCULATION 

PRICING ZONE 3 
CALCULATIONS ARE ILLUSTRATIVE 
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HVAU VARIATION   

• Overview of HVAU Financial Model 

• Costs 

• Pricing Process 

• Reconciliation of Revenues and Costs (Compliance) 
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Access revenue received 

from Constrained Coal 

Customers in the PZ1/2 

Constrained Network 

PZ1/2 CONSTRAINED NETWORK – CEILING TEST 

PZ2 

Fixed Operating Costs  

Fixed Capital Costs  

 

PZ2 Variable Maintenance 

PZ1 Variable Maintenance 

 
PZ1 

Fixed Operating Costs   

Fixed Capital Costs 

 
PZ1 

Incremental Capital 

Variable Maintenance 

Costs + Incremental 

Capital Costs from PZ3 

 
PZ1/2 Constrained 

Network Ceiling Limit / 

Economic Cost 

Over recovery 

HVAU – section 4.3(d) Access 

revenue does not include Access 

revenue from an Access Holder who 

is not a Constrained Coal Customer 

in the PZ1/2 Constrained Network 

HVAU – section 4.5(h)(i) 

excludes Variable 

Maintenance Costs 

imposed by non-coal 

access holders 

Costs for Segments forming part of the 

PZ1/2 Constrained Network 

 

HVAU – section 4.5(a)(i)-(vi) sets out 

Economic Cost elements 

HVAU – section 4.5(h)(ii) and 

section 4.8A(b) excludes the 

Variable Maintenance Costs 

imposed by coal access 

holders outside of the 

constrained network (eg PZ3) 

 

HVAU - section 4.5(h)(iii) and 

section 4.8A(b) excludes the 

Incremental Capital Costs 

imposed by PZ3 

HVAU – section 4.9(a) 

reconciliation of Access 

revenue to the 

applicable Ceiling Limit 

HVAU – section 4.5(b)-(c) all 

costs are assessed on an efficient 

and stand alone basis 

ILLUSTRATIVE 

Non-coal Variable Maint 
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Access revenue received 

from Constrained Coal 

Customers in the PZ1/2 

Constrained Network 

PZ1/2 CONSTRAINED NETWORK – CEILING TEST 

PZ2 

Fixed Operating Costs  

Fixed Capital Costs  

 

PZ2 Variable Maintenance 

PZ1 Variable Maintenance 

 
PZ1 

Fixed Operating Costs   

Fixed Capital Costs 

 
PZ1 

Incremental Capital 

Under recovery HVAU – section 4.5(h)(i) 

excludes Variable 

Maintenance Costs 

imposed by non-coal 

access holders 

HVAU – section 4.9(a) 

reconciliation of Access 

revenue to the 

applicable Ceiling Limit 

ILLUSTRATIVE 

Non-coal Variable Maint 

Variable Maintenance 

Costs + Incremental 

Capital Costs from PZ3 

 
PZ1/2 Constrained 

Network Ceiling Limit / 

Economic Cost 

HVAU – section 4.3(d) Access 

revenue does not include Access 

revenue from an Access Holder who 

is not a Constrained Coal Customer 

in the PZ1/2 Constrained Network 

HVAU – section 4.5(h)(ii) and 

section 4.8A(b) excludes the 

Variable Maintenance Costs 

imposed by coal access 

holders outside of the 

constrained network (eg PZ3) 

 

HVAU - section 4.5(h)(iii) and 

section 4.8A(b) excludes the 

Incremental Capital Costs 

imposed by PZ3 

Costs for Segments forming part of the 

PZ1/2 Constrained Network 

 

HVAU – section 4.5(a)(i)-(vi) sets out 

Economic Cost elements 

HVAU – section 4.5(b)-(c) all 

costs are assessed on an efficient 

and stand alone basis 
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OVERS AND UNDERS ACCOUNTING 

 
Access revenue received 

from PZ1/2 Constrained Coal 

Customers 

Over recovery 

PZ1/2 Constrained Coal 

Customer 2, 25% 

PZ1/2 Constrained Coal 

Customer 3, 20% 

PZ1/2 Constrained Coal 

Customer 4, 15% 

40% of over recovery refunded to 

PZ1/2 Constrained Customer 1 

 
Over recovery refunded to 

PZ1/2 Constrained Coal 

Customers 

25% of over recovery refunded to 

PZ1/2 Constrained Customer 2 

20% of over recovery refunded to 

PZ1/2 Constrained Customer 3 

15% of over recovery refunded to 

PZ1/2 Constrained Customer 4 

PZ1/2 Constrained Coal 

Customer 1, 40% 

HVAU – section 4.9(b)(iii) the 

allocation of the total unders or 

overs amount will be allocated 

to each PZ1/2 Constrained Coal 

Customer based on the 

proportion of Access revenue 

ILLUSTRATIVE 
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OVERS AND UNDERS ACCOUNTING 

 
Access revenue received 

from PZ1/2 Constrained Coal 

Customers 

Under recovery 

40% of under recovery collected 

from PZ1/2 Constrained Customer 1  

 
Under recovery collected 

from PZ1/2 Constrained Coal 

Customers 

25% of under recovery collected 

from PZ1/2 Constrained Customer 2 

20% of under recovery collected 

from PZ1/2 Constrained Customer 3 

15% of under recovery collected 

from PZ1/2 Constrained Customer 4 

ILLUSTRATIVE 

PZ1/2 Constrained Coal 

Customer 2, 25% 

PZ1/2 Constrained Coal 

Customer 3, 20% 

PZ1/2 Constrained Coal 

Customer 4, 15% 

PZ1/2 Constrained Coal 

Customer 1, 40% 

HVAU – section 4.9(b)(iii) the 

allocation of the total unders or 

overs amount will be allocated 

to each PZ1/2 Constrained Coal 

Customer based on the 

proportion of Access revenue 
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PZ3 UNCONSTRAINED – REVENUE RECONCILIATION 

Variable Maintenance 

 
Economic Cost for 

Pricing Zone 3 

Segments 

 
Access revenue 

received from 

Pricing Zone 3 

Access Holders 

Add’l Cap Loss Recovery 

 
PZ3 

Fixed Operating Costs  

Fixed Capital Costs 

 

PZ3 Planned Capitalised 

Loss Recovery 

PZ3 Variable Maintenance 

Variable Maintenance 

Costs + Incremental 

Capital Costs imposed 

in PZ1/2 

HVAU – section 4.5(b)-

(c) all costs are 

assessed on an 

efficient and stand 

alone basis 

No overs and unders accounting  

while there is a capitalised loss 

balance 

ILLUSTRATIVE 

HVAU – section 4.8A(c)(i) PZ3 

revenue must be first allocated to the 

Floor Contribution for PZ1 (Variable 

Maintenance Costs + Incremental 

Capital Costs) 

 

HVAU section 4.8A(c)(ii) PZ3 

revenue allocated must not exceed 

the Variable Maintenance Costs + 

PZ3 Incremental Capital Costs 

imposed in PZ1/2 

HVAU – section 

4.5(h)(i) excludes 

Variable Maintenance 

Costs imposed by non-

coal access holders 

Costs for Segments 

forming part of the PZ1/2 

Constrained Network 

 

HVAU – section 4.5(a)(i)-

(vi) sets out Economic 

Cost elements 
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PZ3 UNCONSTRAINED – REVENUE RECONCILIATION 

Variable Maintenance 

 
Economic Cost for 

Pricing Zone 3 

Segments 

 
Access revenue 

received from 

Pricing Zone 3 

Access Holders 

Red’n Cap Loss Recovery 

 
PZ3 

Fixed Operating Costs  

Fixed Capital Costs 

 

PZ3 Variable Maintenance 

Variable Maintenance 

Costs + Incremental 

Capital Costs imposed 

in PZ1/2 

PZ3 Planned Capitalised 

Loss Recovery 

HVAU – section 4.8A(c)(i) PZ3 

revenue must be first allocated to the 

Floor Contribution for PZ1 (Variable 

Maintenance Costs + Incremental 

Capital Costs) 

 

HVAU section 4.8A(c)(ii) PZ3 

revenue allocated must not exceed 

the Variable Maintenance Costs and 

PZ3 Incremental Capital Costs 

imposed in PZ1/2 

HVAU – section 

4.5(h)(i) excludes 

variable maintenance 

costs imposed by non-

coal access holders 

No overs and unders accounting  

while there is a capitalised loss 

balance 

ILLUSTRATIVE 

HVAU – section 4.5(b)-

(c) all costs are 

assessed on an 

efficient and stand 

alone basis 

Costs for Segments 

forming part of the PZ1/2 

Constrained Network 

 

HVAU – section 4.5(a)(i)-

(vi) sets out Economic 

Cost elements 
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PZ3 CONSTRAINED NETWORK – CEILING TEST 

Variable Maintenance 

 
Economic Cost for 

Pricing Zone 3 

Segments 

 
Access revenue 

received from 

Pricing Zone 3 

Access Holders 
 

PZ3 

Fixed Operating 

Costs  +  

Fixed Capital Costs 

 

PZ3 Variable 

Maintenance 

ILLUSTRATIVE 

Over recovery 

HVAU – section 

4.5(h)(i) excludes 

variable maintenance 

costs imposed by non-

coal access holders 

 
Remaining Access 

revenue received 

from Pricing Zone 3 

Access Holders for 

reconciliation 

against Ceiling Limit 

Variable Maintenance 

Costs + Incremental 

Capital Costs imposed 

in PZ1/2 

HVAU – section 

4.8A(c)(i)-(ii) the amount 

of revenue equal to the  

Floor Contribution 

imposed by PZ3 in 

PZ1/2 Constrained 

Network is not included 

in the reconciliation 

against the Ceiling Limit 

HVAU – section 

4.8A(c)(iii) remaining 

revenue from PZ3 

Access Holders 

reconciled against the 

Ceiling Limit 

HVAU – section 4.5(b)-

(c) all costs are 

assessed on an 

efficient and stand 

alone basis 

Costs for Segments 

forming part of the PZ1/2 

Constrained Network 

 

HVAU – section 4.5(a)(i)-

(vi) sets out Economic 

Cost elements 
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PZ3 CONSTRAINED NETWORK – CEILING TEST 

Variable Maintenance 

 
Economic Cost for 

Pricing Zone 3 

Segments 

 
Access revenue 

received from 

Pricing Zone 3 

Access Holders 
 

PZ3 

Fixed Operating 

Costs  +  

Fixed Capital Costs 

 

PZ3 Variable 

Maintenance 

ILLUSTRATIVE 
HVAU – section 

4.5(h)(i) excludes 

variable maintenance 

costs imposed by non-

coal access holders 

 
Remaining Access 

revenue received 

from Pricing Zone 3 

Access Holders for 

reconciliation 

against Ceiling Limit 

Variable Maintenance 

Costs + Incremental 

Capital Costs imposed 

in PZ1/2 

HVAU – section 

4.8A(c)(i)-(ii) the amount 

of revenue equal to the  

Floor Contribution 

imposed by PZ3 in 

PZ1/2 Constrained 

Network is not included 

in the reconciliation 

against the Ceiling Limit 

HVAU – section 

4.8A(c)(iii) remaining 

revenue from PZ3 

Access Holders 

reconciled against the 

Ceiling Limit 

Under recovery 

HVAU – section 4.5(b)-

(c) all costs are 

assessed on an 

efficient and stand 

alone basis 

Costs for Segments 

forming part of the PZ1/2 

Constrained Network 

 

HVAU – section 4.5(a)(i)-

(vi) sets out Economic 

Cost elements 
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OVERS AND UNDERS ACCOUNTING 

 
Access revenue received 

from PZ3 Constrained Coal 

Customers 

Over recovery 

PZ3 Constrained Coal 

Customer 2, 40% 

60% of over recovery refunded 

to PZ3 Constrained Customer 1 

 

Over recovery refunded to 

PZ3 Constrained Coal 

Customers 

40% of over recovery refunded 

to PZ3 Constrained Customer 2 

PZ3 Constrained Coal 

Customer 1, 60% 

HVAU – section 4.9(b)(iii) the 

allocation of the total unders or 

overs amount will be allocated 

to each PZ3 Constrained Coal 

Customer based on the 

proportion of Access revenue 

ILLUSTRATIVE 
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OVERS AND UNDERS ACCOUNTING 

 
Access revenue received 

from PZ3 Constrained Coal 

Customers 

PZ3 Constrained Coal 

Customer 2, 40% 

60% of under recovery collected 

from PZ3 Constrained Customer 1  

 

Under recovery collected 

from PZ3 Constrained Coal 

Customers 

40% of under recovery collected 

from PZ3 Constrained Customer 2  

PZ3 Constrained Coal 

Customer 1, 60% 

ILLUSTRATIVE 

Under recovery 

HVAU – section 4.9(b)(iii) the 

allocation of the total unders or 

overs amount will be allocated 

to each PZ3 Constrained Coal 

Customer based on the 

proportion of Access revenue 
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Appendix 2 – Summary of drafting changes 
 
All capitalised terms in this Appendix 2 have the same meaning given to them in the HVAU.  
 

Item Section 
reference 

Type of change Specific drafting change Reason for change 

1 

 

 

1.1(g) 

(Introduction) 

Deletion and 
insertion  

ARTC recognises that the Network is also used by non-coal users.  In 
relation to traffic utilising the Network other than for the purpose of hauling 
coal, ARTC operates in a competitive environment where competition from 
other modes of transport (particularly road) places constraint on rail transport 
and Access pricing.  Access pricing for this traffic is such that it only meets 
their Direct Cost Variable Maintenance Costs of Access to the relevant 
Constrained Network. 

The definition of “Direct Costs” has been replaced 
with “Variable Maintenance Costs”. 

2  1.2(d)(i)(A) 

(Objectives) 

Insertion (d) reach an appropriate balance between: 

(i) the legitimate business interests of ARTC, including: 

(A) recovery of at least sufficient Access 
revenue to meet the efficient costs associated with 
Access to the Network, having regard to the efficient 
operation of the Hunter Valley Coal Chain; 

 

3  2.3(b) 

(Variation of 
Undertaking) 

Deletion and 
insertion 

Subject to sections 2.3(c) and 2.3(d), the variation to this Undertaking 
approved in June 2017 on [  ] (“Varied Undertaking”), takes effect on the 
first day of the month which is three full months after that date (“Variation 
Effective Date”). 

(i) takes effect twenty one (21) days after the ACCC has published its 
decision to accept the Varied Undertaking under section 44ZZA(3) of the 
CCA (“Variation Effective Date”); and 

(ii) on and from the Variation Effective Date, all provisions of the 
Varied Undertaking are taken to have commenced operation on 1 July 2017 
(“Variation Commencement Date”). 

This change allows Path Based Pricing to start 
during 2018 but gives a minimum 3 month period 
between approval of the variation and it taking 
effect to enable stakeholders to prepare for the 
change. 



2011 Hunter Valley Coal Network Access Undertaking Variation 

Explanatory Guide 

December 2017 

Page 55 of 104 

Item Section 
reference 

Type of change Specific drafting change Reason for change 

4  2.3(c) 

(Variation of 
Undertaking) 

Deletion and 
insertion 

If a person applies to the Australian Competition Tribunal under section 
44ZZBF(1) of the CCA within the 21 day period referred to in section 
2.3(b)(i) 2.3(b) for a review of the ACCC’s decision to accept the Varied 
Undertaking and the Tribunal affirms the ACCC’s decision, then the Variation 
Effective Date and the Variation Commencement Date will be will take effect 
at the time of the Tribunal’s decision. 

These changes are minor to remove redundant 
provisions.  

5  2.3(d) 

(Variation of 
Undertaking) 

Deletion and 
insertion 

(d) ARTC will engage in good faith negotiations with Access Holders 
and, by no later than 31 December 2017 or such later date as agreed with 
the ACCC in writing, lodge a variation application with the ACCC under 
section 44ZZA(7) of the CCA to vary this Undertaking to:  

(i) incorporate path based pricing; and 

(ii) apply an incremental costs methodology such that: 

(A) Pricing Zone 3 Access Holders contribute incremental costs for 
Pricing Zone 1 for the remaining term of the Undertaking; 

(B) incremental maintenance costs are allocated on the basis of 
actual usage and incremental capital costs are allocated on the basis of 
contracted capacity; 

(C) take or pay charges include incremental capital based on 
contracted capacity; and 

(D) a dual ceiling limit applies.  

(d) For the 2018 calendar year, ARTC will undertake the Compliance 
Assessment as if the Varied Undertaking had come into effect on 1 January 
2018 (other than clauses 4.11 - 4.23 and 9).  The objective of this 
paragraph (d) is to avoid the need for two sets of compliance modelling for 
part years for the first Compliance Assessment after the Varied Undertaking 
comes into effect.  

The Compliance Assessment will be undertaken 
as if the Varied Undertaking had come into effect 
on 1 January 2018 as it is not feasible to model 
the new incremental capital costs changes on a 
part year basis, particularly for 2018 incremental 
capital costs. 

6  2.4(a) & (b) Deletion and (a)This Undertaking applies only to the negotiation of new Access These changes clarify that existing Access 
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Item Section 
reference 

Type of change Specific drafting change Reason for change 

(Existing 
agreements and 
rights) 

insertion Agreements and the negotiation of Access Rights in addition to those already 
the subject of an Access Agreement.  Nothing Subject to an Access 
Agreement being required to incorporate those clauses from the Indicative 
Access Holder Agreement identified as Tier 1 (mandatory) provisions for 
Coal in Schedule A:1 and Tier 1 (mandatory) Non-Coal provisions in 
Schedule A:2 as applicable, nothing in this Undertaking can require a party 
to an existing Access Agreement to vary a term or provision of that 
agreement.   

(b) ARTC will reserve, at no charge, existing train paths used for non-
coal traffic under agreements existing immediately before the 
Commencement Date.  ARTC will reserve the existing train paths for the 
purpose of making them available to Applicants who submit an Access 
Application for Non-Coal Access Rights, to be used for substantially the 
same purpose and in respect of the same end-market as the existing train 
paths, within 30 Business Days from the Commencement Date.  To avoid 
doubt, an Applicant seeking access to a reserved train path under this 
section will be offered an Access Agreement in accordance with section 
3.14(b) and will be able to negotiate the terms and conditions of that Access 
Agreement in accordance with section 3 of the Undertaking.  

Agreements incorporate the relevant clauses from 
the Indicative Access Holder Agreement identified 
as Tier 1 (mandatory) provisions for Coal and Tier 
1 (mandatory) Non-Coal provisions.  Path Based 
Pricing will be rolled out to existing agreements 
through the Tier 1 change process. 

Paragraph (b) is deleted as it was a transitional 
arrangement for 2011. 

7  2.6(b)(iii), (iv), 
(x) & (xiv) 

(Contact details) 

Deletion and 
insertion 

(b) Applicants are also encouraged to search ARTC’s internet web site at 
www.artc.com.au on which will be published various information 
regarding ARTC and this Undertaking including: 

(i) illustrative maps showing a geographical description of the Network 
in the form of Annexure 1 of Schedule B as amended by ARTC from 
time to time during the Term; 

(ii) a narrative description of the Network; 

(iii) Indicative Standard Access Charges for Indicative Services within 
the Services Envelope; 

(iv) prices for which Access has been granted to Services other than 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Indicative Services. 
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Item Section 
reference 

Type of change Specific drafting change Reason for change 

Indicative outside of the Services Envelope, together with a general 
description of the Services to which such prices relate; 

(v) the Network Management Principles; 

(vi) the Indicative Access Holder Agreement including the Standard 
Operator Sub-Agreement;  

(vii) current available market terms and conditions; 

(viii) a copy of ARTC’s annual report; 

(ix) details of Committed Capacity and other Capacity on the Network;  

(x) indicative section running times for Indicative Services which have 
the Services Envelope characteristics; 

(xi) route standards by corridor;  

(xii) the Performance Indicators; 

(xiii) RAB for each Segment; 

(xiv) Ceiling Limit for the relevant Constrained Network determined in the 
most recent annual compliance assessment; and 

(xv) Hunter Valley corridor capacity strategy. 

8  3.3(a)(viii) 

(Information 
Provision) 

Insertion the Variable Maintenance Costs, Incremental Capital Cost and Economic 
Cost determined in accordance with the Undertaking for the Pricing Zones for 
which Access Rights are being sought; and 

These changes reflect the introduction of new 
terminology of Variable Maintenance Costs, 
Incremental Capital Costs and Fixed Costs rather 
than Direct Costs, NCC and FCC. 

9  3.14(b)(i)(A) Deletion and 
insertion 

the Indicative Access Holder Agreement subject to the Applicant seeking 
Access Rights intended for the operation of Indicative Services or Interim 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
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Item Section 
reference 

Type of change Specific drafting change Reason for change 

(Access 
Agreement) 

within the Services Envelope; than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

10  3.14(c)(i) 

(Access 
Agreement) 

Deletion and 
insertion 

if the Applicant seeks Access Rights for the operation of Indicative a Service 
within the Services or Interim ServicesEnvelope; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

11  4.1(a) 

(Price) 

Deletion and 
insertion 

(a) The Charge to an Access Holder will include a price prices determined 
and negotiated for Train Paths in accordance with the principles set out in 
this Undertaking. 

Clarify that pricing is done in relation to Train 
Paths.  

12  4.1(b) 

(Price) 

Deletion and 
insertion 

(b) ARTC must determine prices with the objective that Access 
revenue from Charges from: 

(i) Coal Customers who are likely to be Constrained Coal 
Customers for the PZ1/2 Constrained Network meets the relevant 
forecast Ceiling Limit; 

(ii) Pricing Zone 3 Access Holders meets their Floor 
Contribution for each Train Path plus a contribution to the forecast 
Economic Costs of Segments in Pricing Zone 3 and, if relevant, a 
proportion of Capitalised Losses; and 

(iii) each other Access Holder at least meets the forecast 
Floor Contribution for that Access Holder for each Train Path. 

Clarify that pricing is done in advance of a year 
based on forecasts of Floor Contributions and 
Ceiling Limits. 

13  4.2 

(Floor 
Contribution) 

Deletion and 
insertion 

4.2 Floor Revenue Limits 

(a) Access revenue from every Access Holder must at least meet the 
Direct Cost imposed by that Access Holder.  

(b) For each Segment or group of Segments, Access revenue from 
Access Holders should, as an objective, meet the Incremental Cost of those 

This section has been amended to define the 
concept of Floor Contribution (previously “Floor 
Limit”) by reference to the new terminology and 
concepts of Variable Maintenance Cost and 
Incremental Capital Costs. 

In section 4.2, the Floor Contribution is primarily a 
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Segments (“Floor Limit”). 

4.2 Floor Contribution 

The “Floor Contribution” for an Access Holder in respect of a Train Path is: 

(a) an amount equal to the Variable Maintenance Cost (determined in 
accordance with sections 4.5(e) and 4.5(f)) imposed by that Access Holder in 
respect of a Segment or group of Segments in Pricing Zones 1, 2 and 3 (as 
applicable); plus 

(b) either (if applicable): 

(i) if the Access Holder is a Constrained Coal Customer for the PZ1/2 
Constrained Network, the Incremental Capital Cost imposed by that 
Constrained Coal Customer in respect of a Segment or group of Segments in 
the relevant Constrained Network; or 

(ii) if the Access Holder is a Pricing Zone 3 Access Holder, the 
Incremental Capital Cost imposed by that Pricing Zone 3 Access Holder in 
respect of a Segment or group of Segments in Pricing Zone 1. 

revenue concept.   

Having regard to section 4.1, ARTC must price to 
recover at least Variable Maintenance Costs from 
all Access Holders. 

In addition, ARTC must also price to recover at 
least Incremental Capital Costs for Pricing Zone 1 
Segments from constrained customers in Pricing 
Zone 1 and 2 and from Pricing Zone 3 Access 
Holders. 

 

14  4.3 

(Ceiling Limits 
and Access 
revenue) 

Deletion and 
insertion 

4.3 Ceiling Limits and Access revenue 

(a) “Ceiling Limit” means the Economic Cost of those Segments as 
determined under section 4.5 which are required for the provision of any 
Train Path or group of Train Paths operated on behalf of a relevant Access 
Holder or group of Access Holders. 

4.3 Ceiling Revenue Limits 

(a)(b) In relation to Segments identified as forming part of Pricing Zone 1 
and 2 in Schedule E, the Access revenue from any Train Path or group of 
Train Paths operated on behalf of Constrained Coal Customers for the PZ1/2 
Constrained Network Access Holder, or group of Access Holders must not 
exceed the the Economic Cost of those Segments which are required on a 
stand alone basis for the Access Holder or group of Access Holders (“Ceiling 

This has been amended to provide a clearer 
definition of Ceiling Limit. 

There are now two potential Ceiling Limits – one 
for Pricing Zone 1 and 2 and one for Pricing Zone 
3.  This reflects the introduction of the concept of 
Incremental Capital Costs from the 2013 
Compliance Assessment outcomes.   

The dual Ceiling Limits are a mechanism to 
provide certainty to Access Holders of the level of 
contribution from Pricing Zone 3 Access Holders 
to the costs of Pricing Zone 1. 

Sub-section (d) clarifies that only Access revenue 
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Limit”). 

(b)(c) In relation to Segments forming part of Pricing Zone 3, the Access 
revenue from any Train Path or group of Train Paths operated on behalf of 
Constrained Coal Customers for the PZ3 Constrained Network In relation to 
Segments identified as forming part of Pricing Zone 3 in Schedule E, the 
Access revenue from any Access Holder, or group of Access Holders must 
not exceed the Ceiling Limit where the RAB for those Segments traversed is 
equal to, or falls below, the RAB Floor Limit for those Segments at the end of 
the calendar year (t  1). 

(d) To avoid doubt, Access revenue for the purposes of this section 
4.3 reconciliation against a particular Ceiling Limit does not include:  

(i) Access revenue from an Access Holder, who is not a Constrained 
Coal Customer for the relevant Constrained Network to which that Ceiling 
Limit applies; or 

(i)(ii) Access revenue returned to a Contributor as a result of the 
operation of a user funding agreement between the Contributor and ARTC. 

from Constrained Coal Customers is reconciled 
against the Ceiling Limit which applies in relation 
to them.  That is, other revenue that ARTC might 
recover from other users in relation to segments to 
which the Ceiling Limit applies is not included in 
that reconciliation. 

15  4.4(a) 

(Regulatory 
Asset Base) 

Insertion Any one off adjustment to the Access revenue for Pricing Zone 3 Access 
Holders in respect of the backdating period 1 July 2016 to 30 June 2017 will 
be offset against Out-turn Revenue in the relevant calendar year for the 
purposes of this clause. 

 

16  4.5 

(Economic Cost) 

Deletion and 
insertion 

4.5 Economic Ccost  

(a) For the purposes of this section Error! Reference source not 
found., Economic Cost of a Segment means: 

(a) In determining the Economic Cost of a Segment as part of a 
Compliance Assessment, ARTC will firstly allocate its costs for the 
relevant year into the following categories, where applicable, in 
accordance with section 4.6: 

Section 4.5, which deals with Economic Cost, now 
provides for a 4 step process of how costs are 
categorised, allocated, etc in building up the 
Economic Cost.   

The first step in section 4.5(a) relates to allocating 
costs to Segments.  

The second step in section 4.5(d) involves taking 
those costs in each of the categories determined 
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(i) Segment Specific Costs;   

(ii) Depreciation of Segment Specific Assets, where the 
value of those assets is determined in accordance with 
section 4.4(b); 

(iii) a return on Segment Specific Assets, being determined 
by applying athe real pre-tax Rate of Return to (RAB 
Floor Limitt-1 start + RAB Floor Limitt-1 end) * 0.5, 
where the value of the RAB Floor Limit is determined in 
accordance with section 4.4(b);   

(iv) an allocation of Non-Segment Specific Costs; 

(v) an allocation of depreciation of Non-Segment Specific 
Assets, determined on a straight line basis, by 
reference to a reasonable estimate of the economic 
useful life of Non-Segment Specific Assets, and 
determined from the time the assets become 
serviceable; and 

(vi) an allocation of return on Non-Segment Specific 
Assets, being determined by applying a real pre-tax 
Rate of Return to the value of Non-Segment Specific 
Assets, from the time the assets become serviceable, 
where the value of those assets will include the 
capitalisation of interest cost incurred during 
construction up until the time the assets become 
serviceable, capitalised at that time and determined by 
reference to the relevant Rate of Return. ; and 

(vii) the costs described in sub-sections (a)(i) to (vi) as applicable to 
Additional Capacity. 

(b) All costs described in sub-sections (a)(i), (iv), (v) and (vi), all 

in the first step and determining the proportion of 
them which are Variable Maintenance Costs or 
Fixed Costs (for opex related costs) and 
Incremental Capital Costs and Fixed costs (for 
capital related costs). 

The proportions in the second step are to be 
determined in accordance section 4.5(e) which, in 
effect, requires the approach used by WIK in the 
2013 Compliance Assessment or, if not covered 
by WIK, as determined using an engineering 
assessment to determine the drivers for those 
costs. 

The third step in section 4.5(f) is an allocation of 
Incremental Capital Costs and Variable 
Maintenance Costs to Access Holders using the 
segment.  It follows the approach for the 2013 
Compliance Assessment except that it uses 
contracted coal gtkm / KM instead of actual GTK 
to allocate Incremental Capital Costs. 

Section 4.5(g) clarifies that once a particular 
proportion and allocation for a set of costs is 
determined (or endorsed by the RCG), it is not 
reviewed again at future Compliance 
Assessments.  This provides certainty for Access 
Holders and ARTC. 

The fourth step in section 4.5(h) removes costs 
equal to the Floor Contribution from non-
constrained customers from the Economic Cost of 
the Segment.  This now expressly includes 
Incremental Capital Costs (as well as Variable 
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applicable costs described in sub-section (a)(vii), and all operating 
expenditure in section 4.4(a) are to be assessed on an Efficient 
basis. 

(c) All costs in section 4.5(a) are to be assessed on a stand alone 
basis.   

(d) To avoid doubt, nothing in this section 4 will prevent ARTC from 
charging Contributors and other Access Holders TOP Charges 
and non-TOP Charges as a result of the operation of a user 
funding agreement between Contributors and ARTC, in which 
case the TOP Charges and non-TOP Charges will be charged in 
accordance with section 10.2. 

(d) In determining the Economic Cost of a Segment as part of a 
Compliance Assessment, ARTC will secondly determine the 
proportion of the costs in: 

(i) the categories in sub-sections (a)(i) and (iv) that are 
Variable Maintenance Costs and Fixed Costs; and 

(ii) the categories in sub-sections (a)(ii), (iii), (v) and (vi) 
that are Incremental Capital Costs and Fixed Costs, 

in accordance with sub-section (e). 

 (e) In determining the proportion of costs that are Variable 
Maintenance Costs and Incremental Capital Costs in a category 
under sub-section (a) and the allocation method to Access 
Holders and groups of Access Holders: 

(i) capital costs incurred before 1 July 2008 are taken to 
be Fixed Capital Costs; 

(ii) unless otherwise endorsed by the RCG, for capital 
costs incurred on or after 1 July 2008, ARTC must 

Maintenance Costs) attributable to Pricing Zone 3 
Access Holders for use of Pricing Zone 1 such 
that Constrained Customers in Pricing Zone 1 and 
2 are not bearing those costs. 
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determine whether such costs are Incremental Capital 
Costs or Fixed Costs as part of the Compliance 
Assessment for the year in which they are included in 
the asset base having regard to the purpose, causal 
factors and costs drivers for the project or costs as 
reasonably determined by an engineering assessment; 
and   

(iii) Variable Maintenance Costs will be determined having 
regard to the purpose, causal factors and costs drivers 
for the project or costs as reasonably determined by an 
engineering assessment.   

(f) In determining the Economic Cost of a Segment as part of a 
Compliance Assessment, ARTC will thirdly allocate Incremental 
Capital Costs and Variable Maintenance Costs determined under 
sub-section (d) to particular Access Holders as follows: 

(i) Incremental Capital Costs for Segments in Pricing Zone 
1 will be allocated to Constrained Coal Customers for 
the PZ1/2 Constrained Network and Pricing Zone 3 
Access Holders on the basis of either: 

(A) Contracted Coal gtkm; or 

(B) Contracted Coal KM, 

consistent with the allocation method adopted under 
section 4.5(e)(ii) and 

(ii) Variable Maintenance Costs for a Segment will be 
allocated to Access Holders and groups of Access 
Holders on the basis of either: 

(A) actual gtkm usage weighted for axle load; or 
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(B) Train KM usage, 

consistent with the allocation method adopted under 
section 4.5(e)(iii). 

(g) In undertaking the steps in sub-section (e) and (f): 

(i) the same incremental proportion and allocation method 
for Incremental Capital Costs should be consistently 
used for projects or capital costs of a similar nature or 
purpose;  

(ii) once a particular incremental proportion or allocation 
method for a particular project or category of capital 
costs has been assessed as compliant by the ACCC, it 
will not be reviewed in future Compliance Assessments 
and will continue to apply for the life of that project or 
capital costs;  

(iii) once a particular variable proportion or allocation 
method for a particular category of maintenance 
expenditure has been assessed as compliant by the 
ACCC, that variable proportion and allocation method 
will be used for similar categories of maintenance 
expenditure; and 

(iv) if the RCG endorses a request under section 9.2(a)(ii) 
to treat certain capital costs as Fixed Costs rather than 
Incremental Capital Costs, then that treatment will be 
applied for the relevant Compliance Assessment and 
will continue to apply for the life of those capital costs or 
relevant project. 

(h) In determining the Economic Cost of a Segment, ARTC will 
fourthly exclude: 
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(i) the Variable Maintenance Costs imposed by all Access 
Holders not holding Coal Access Rights for that 
Segment;  

(ii) the Variable Maintenance Costs imposed by all Access 
Holders holding Coal Access Rights who are not 
Constrained Coal Customers for that Segment; and 

(iii) for Segments in Pricing Zone 1, the Incremental Capital 
Costs imposed by Pricing Zone 3 Access Holders. 

17  4.8A  

(Reconciling 
Access revenue 
against Ceiling 
Limits) 

Insertion Reconciling Access revenue against Ceiling Limits 

(a) ARTC will reconcile Access revenue from Constrained Coal 
Customers against the relevant Ceiling Limits as part of each 
Compliance Assessment. 

(b) In reconciling Access revenue against the Ceiling Limits for the 
PZ1/2 Constrained Network and the PZ3 Constrained Network, an 
amount of costs equivalent to the Floor Contribution from Pricing 
Zone 3 Access Holders for each Segment traversed in the PZ1/2 
Constrained Network will be removed from the Economic Cost of 
the PZ1/2 Constrained Network (in accordance with section 
4.5(h)) and such costs will not be added to the Economic Cost of 
the PZ3 Constrained Network but will be recovered by ARTC in 
accordance with sub-section (c) below. 

(c) In allocating and recovering Access revenue from a Pricing Zone 3 
Access Holder to Segments (including those in Pricing Zone 1), 
ARTC must: 

(i) first allocate and recover an amount of Access revenue 
equal to the Floor Contribution for each Segment 
traversed by that Pricing Zone 3 Access Holder and, for 
Segments in Pricing Zone 1, such Access revenue is to 

A new section 4.8A has been included to make 
clear that there is a reconciliation between Access 
revenue and Economic Cost in the Compliance 
Assessment. 

Section 4.8A(b) makes it clear that Variable 
Maintenance Costs and Incremental Capital Costs 
(ie the Floor Contribution) related to Pricing Zone 
3 Access Holders are removed from the Economic 
Cost of the PZ1/2 Constrained Network but not 
added to the PZ3 Constrained Network.  The 
revenue to meet these costs are matched outside 
of either Ceiling Limit.  This occurs under section 
4.8A(c)(i).   

Section 4.8A(c)(ii) gives certainty to Pricing Zone 
3 Access Holders that only their Floor Contribution 
will be allocated against costs in Pricing Zone 1. 

The remaining revenue from Pricing Zone 3 
Access Holders is then allocated to meet the costs 
of Pricing Zone 3 and any capitalized losses. 

Section 4.8A(d) makes it clear that the same 
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be allocated and recovered outside any Ceiling Limit 
and is not further taken into account for the purpose of 
reconciling Access revenue against the Ceiling Limit for 
either the PZ1/2 Constrained Network or the PZ3 
Constrained Network); 

(ii) not allocate Access revenue to a Segment in Pricing 
Zone 1 in excess of the Floor Contribution for that 
Segment for that Pricing Zone 3 Access Holder; and 

(iii) allocate remaining Access revenue to Segments in 
Pricing Zone 3 for the purpose of determining 
compliance with any Ceiling Limit for those Segments in 
Pricing Zone 3.   

(d) Access revenue from an Access Holder for a Train Path can only 
be reconciled against one Ceiling Limit. 

(e) To avoid doubt, nothing in this section 4 will prevent ARTC from 
charging Contributors and other Access Holders TOP Charges 
and non-TOP Charges as a result of the operation of a user 
funding agreement between Contributors and ARTC, in which 
case the TOP Charges and non-TOP Charges will be charged in 
accordance with section 10.2. 

revenue can’t be counted twice now that there is 
more than once Ceiling Limit. 

Section 4.8A(e) is existing drafting from which was 
previously in section 4.5(d) 

18  4.9(a) 

(Unders and 
overs 
accounting) 

Insertion Unders or overs accounting is the outcome of the reconciliation of Access 
revenue with applicable Ceiling Limits undertaken by ARTC as part of the 
annual ACCC compliance assessment under section 4.10.  ARTC will 
calculate the total unders or overs amount for the Ceiling Limit for each 
Constrained Network as part of its submission to the ACCC (section 
4.10(a)(ii)).  The amount may need to be adjusted in accordance with a 
determination by the ACCC. 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits.  

19  4.9(b)(ii) Insertion determine the annual allocation of the total unders or overs amount for each 
Ceiling Limit to each applicable Constrained Coal Customer in accordance 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
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(Unders and 
overs 
accounting) 

with the methodology specified at (iii); Limits.  

20  4.9(b)(iii) 

(Unders and 
overs 
accounting) 

Insertion and 
deletion 

determine an allocation of the total unders or overs amount for each Ceiling 
Limit, for each applicable Constrained Coal Customer based on the 
proportion of Access revenue, paid for Access Rights over the relevant 
Constrained Network to which the Ceiling Limit applies, by each Constrained 
Coal Customer, net of any rebate of the take or pay component of the 
Charges paid to that Constrained Coal Customer following the application of 
the system wide true-up tests and the annual individual reconciliation, and 
where applicable, in accordance with the equitable allocation to be carried 
out under section 10.2. To avoid doubt, a separate unders or overs 
accounting will be conducted for each Ceiling Limit in respect of each 
applicable Constrained Coal Customer on the basis of the relevant 
Constrained Network; 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits.  

21  4.9(c) 

(Unders and 
overs 
accounting) 

Insertion and 
deletion 

For clarity, any refund provided to a Constrained Coal Customer under 
section 4.9(b)(vi)(A) will not exceed the total payments made by the 
Constrained Coal Customer in excess of Direct Costs their Floor Contribution 
for the Segments in the relevant Constrained Network in a calendar year. 

Change to reflect new definition of Floor 
Contribution (which now also includes Incremental 
Capital Costs in relation to Pricing Zone 1 for 
certain Access Holders).  

22  4.9(e) 

(Unders and 
overs 
accounting) 

Insertion and 
deletion 

A waiver of TOP Charges by ARTC under clause 11 of the Indicative Access 
Holder Agreement (including to facilitate a permanent change to the Service 
Assumptions for a Train Path as contemplated at clause 11.5(c)(iii) of the 
Indicative Access Holder Agreement) that would result in the use of an 
Indicative Service by that Access Holder or, in ARTC’s reasonable opinion, a 
non-indicative a Service by that Access Holder which provides for more 
efficient use of Capacity or Coal Chain Capacity will, for the purposes of 
subsection (d), be deemed to: 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

23  4.10(a) Insertion and 
deletion 

ARTC will submit to the ACCC, by the later of 30 April each year and 4 
months from the ACCC’s final determination of the previous year’s 

This change reflects the current backlog in 
Compliance Assessments and that a Compliance 
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(Annual ACCC 
compliance 
assessment) 

Compliance Assessment, in respect of the previous calendar year: Assessment for a year depends on previous 
Compliance Assessments being completed. 

24  4.10(a)(iii) 

(Annual ACCC 
compliance 
assessment) 

Insertion and 
deletion 

where documentation in (i) above demonstrates that RAB is above RAB 
Floor Limit in Pricing Zone 3, documentation demonstrating that Indicative 
Standard Access Charges, or Interim Access Charges, as applicable, 
satisfies  satisfy the requirements in section 4.3(c). 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

25  4.10(d)(iii) 

(Annual ACCC 
compliance 
assessment) 

Insertion in determining whether ARTC has complied with the provisions of section 
4.1(a) in rolling forward the RAB or the RAB Floor Limit, the ACCC may have 
regard to the submissions of relevant industry participants but if Capital 
Expenditure has been endorsed by the RCG in accordance with section 9, 
the ACCC will not consider whether that Capital Expenditure is Prudent; 

This is a minor clarification change.  

26  4.10(e)(ii) 

(Annual ACCC 
compliance 
assessment) 

Insertion closing RAB and RAB Floor Limit in section 4.4, This change is to capture that the RAB Floor Limit 
in determining whether ARTC has incurred 
Efficient costs and Efficient operating expenditure.  
This was an omission from the original 2011 
HVAU. 

27  4.11(a) 

(Structure of 
Charges – Coal 
Access Rights) 

Insertion and 
deletion 

Charges may must be on the basis of a combination of: 

(i) a non-take or pay component based on actual usage (being a 
function of distance and gross mass ($/gtkm) for a Pricing Zone) 
for recovery of Variable Maintenance Costs; and  

 
(ii) a take or pay component for the Access Rights contracted for 

under the Access Holder Agreement irrespective of whether the 
Access Holder uses all or any of the Access Rights. where the 
take or pay component must comprise: 

(A) $/Contracted Coal gtkm for the recovery of Incremental 

As requested by HRATF, these changes make it 
mandatory as to what costs are recovered through 
non-TOP Charges and TOP Charges.  
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Capital Costs; and 

(B) $/Train KM for a Pricing Zone for the recovery of Fixed 
Costs. 

28  4.13(a)  

(Pricing 
Objectives) 

Insertion and 
deletion 

(a) In determining Charges, ARTC will have regard to separate cost 
elements as follows the following objectives: 

(i) variable component of costs (“VCC”) being Direct 
Costs; 

(ii) fixed component of costs (“FCC”) being fixed operating 
costs and Depreciation of, and return on, assets 
existing as at the Commencement Date and the New 
Segments Commencement Date (as applicable); and 

(iii) new capital component of costs (“NCC”) being 
Depreciation of, and return on, assets commissioned 
during the Term. 

(b) In determining Charges, ARTC will have regard to the following 
objectives:  

(i) achieving the full recovery of VCC Variable 
Maintenance Costs from all Access Holders on the basis of actual 
network usage the actual gtkm usage weighted for the axle load; 

(i)(ii) through the application of the TOP component of 
Charges, achieving the maximum permitted recovery of 
Incremental Capital Costs and Fixed Costs; and 

(ii) achieving maximum recovery of (or contribution to) 
FCC and NCC from all users; 

(iii) providing certainty to ARTC through the application of a 
take or pay (“TOP”) component to fully recover NCC over the 
economic life of new investments, and recover some or all of FCC 

These changes simplify the objectives by 
reference to the new terminology and costs 
categories. 

The changes to sub-section (b) are consequential 
changes as a result of changes to sub-section (a). 
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from applicable Access Holders (coal users) on the basis of 
forecasted network usage, or otherwise recover some or all of 
FCC on the basis of actual network usage; 

(iv)(iii) the proportion of FCC Fixed Costs and Incremental 
Capital Costs recovered through a TOP component to be 
consistently applied to all Access Holders holding Coal Access 
Rights within a Pricing Zone; and. 

(v)provide In determining Charges, ARTC will have regard to the objective of 
providing for an open and equitable mechanism for the application of TOP 
Charges. 

29  4.13(b) 

(Pricing 
Objectives) 

Insertion and 
deletion 

  

30  4.14(a) 

(Standard 
Access Charge) 

Insertion and 
deletion 

Indicative Standard Access Charge 

ARTC will determine for each year the Indicative Standard Access Charges 
for Coal Access Rights with the characteristics of applicable Indicative 
Services (being Initial Indicative Services in section 4.17 and Final Indicative 
Services to be determined in accordance with section 4.18 respectively), 
having regard to the System Assumptions.  System Assumptions applicable 
to the Indicative Services will include the following: within the Services 
Envelope for each Pricing Zone set out in section 4.14(c). 

(i) maximum axle load; 

(ii) maximum speed; 

(iii) Train length; and 

(iv) section run times. 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

31  4.14(b) Insertion and There may be more than one Indicative Service and Indicative Access These changes reflect the move to a Services 
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(Standard 
Access Charge) 

deletion Charge within a Pricing Zone.  Indicative Service Services with 
characteristics and Indicative within the Services Envelope and Standard 
Access Charges would apply to all Segments within a Pricing Zone.Indicative 
Service characteristics and Indicative Access Charges may both vary 
between Pricing Zones. 

Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

32  4.14(c) 

(Standard 
Access Charge) 

Insertion and 
deletion 

Once Indicative Standard Access Charges for Indicative all Services with 
characteristics within the Services Envelope are finalised each calendar year 
in accordance with section 4.20, ARTC will publish Indicative Standard 
Access Charges on its website in the following format: 

Note: These Charges are exclusive of GST. 

 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 
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33  4.14(d) 

(Standard 
Access Charge) 

Insertion and 
deletion 

(d) ARTC will offer the applicable Indicative Standard Access Charges 
described in section 4.14sub-section (c) above to Applicants seeking Coal 
Access Rights with applicable Indicative Service characteristics within the 
Services Envelope. 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

34  4.15(a)(i) 

(Charge 
differentiation) 

Insertion and 
deletion 

(a) In formulating its Charges for Coal Access Rights other than Coal 
Access Rights for Indicativefor Services outside the Services Envelope 
contracted for under an Indicative Access Holder Agreement, ARTC will: 

(i) subject to section 4.15(a)(iii), reflect the commercial 
impact on ARTC’s business of the relative consumption of 
Capacity and Coal Chain Capacity compared to Indicative 
Services within the Services Envelope and the logistical impact on 
ARTC’s business of the relative reduction in impact on Capacity 
and relative reduction in impact on Coal Chain Capacity compared 
to Indicative Services within the Services Envelope; and 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

35  4.15(a)(ii)(A) 

(Charge 
differentiation) 

Insertion and 
deletion 

(ii) have regard to a range of factors which impact on its business 
including: 

(A) the Indicative Standard Access Charges for Indicative Services 
within the Services Envelope; 

 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

36  4.15(a)(iii) 

(Charge 

Deletion (iii) for the purpose of assisting transition between regulatory and 
contractual arrangements and to remove uncertainty to support investment 
decisions relating to Trains, charge the same price for the two primary 

This is now redundant as the Regulatory 
Transition Period has expired. 
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differentiation) existing services using the Network as at the Commencement Date in 
accordance with sub-paragraphs (A) and (B) below during the Regulatory 
Transition Period: 

(A) the Charges for the services described in section 4.19(c) as 
Interim Service 1 and Interim Service 2 in Pricing Zone 1 may be the same, 
and the Charges for Interim Service 1 and Interim Service 2 in Pricing Zone 2 
may be the same, notwithstanding those services will no longer constitute 
Interim Services after the Interim Period; and 

(B) for the purposes of this section 4.15(a)(iii), Charges are taken to 
mean the unit TOP price and unit Non-TOP price.  

37  4.15(c) 

(Charge 
differentiation) 

Insertion and 
deletion 

For the purposes of section 4.15(a)(i), section 4.15(a)(ii)(D)(ab), section 
4.15(a)(iii)(D) and (H) above, ARTC will have regard to the optimal use of the 
Network for Indicative Services within the Services Envelope with the 
objective of optimising Coal Chain Capacity.  As such, ARTC will determine 
the Capacity and Coal Chain Capacity consumption associated with the 
utilisation of Coal Access Rights with characteristics other than that of 
Indicative for Services outside of the Services Envelope having regard to the 
Capacity and Coal Chain Capacity consumption of Indicative Services on 
within the NetworkServices Envelope.    

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

38  4.15(d) 

(Charge 
differentiation) 

Insertion and 
deletion 

If an Access Holder disagrees with a Charge formulated by ARTC, other than 
an Indicativea Standard Access Charge or Interim Access Charge, then the 
Access Holder may give ARTC a Dispute Notice within twenty (20) Business 
Days of being notified of the Charge and the dispute will be resolved by 
arbitration in accordance with section 3.15(f) of the Undertaking (if an 
Access Holder disagrees with an Interim Access Charge during the Interim 
Period, an Initial Indicative Access Charge during the Initial Period or an 
Indicative a Standard Access Charge during the Initial Period or an Indicative 
Access Charge then the Access Holder must give ARTC a Dispute Notice in 
accordance with the requirements in section 4.20(f)). 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 
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39  4.15(e) 

(Charge 
differentiation) 

Insertion and 
deletion 

If the Dispute Notice given under section 4.15(d) concerns Coal Access 
Rights in a Pricing Zone and ARTC receives Dispute Notices from Access 
Holders holding two thirds or more of the contracted gtkm for Indicative 
Services or Interim Services Contracted Coal KM for Services within the 
Services Envelope in that Pricing Zone in accordance with the requirements 
in section 4.20(f), then a dispute notified under section 4.15(d) will be 
stayed pending the arbitrator’s determination of the dispute notified under 
section 4.20(f). 

Reflects the move to Path Based Pricing rather 
than GTK. 

40  4.17 

(Initial Indicative 
Services and 
Initial Indicative 
Access 
Charges) 

Deletion  4.17 Not used 

Initial Indicative Services and Initial Indicative Access Charges 

(a) Within 30 Business Days of receiving approval from the ACCC to 
vary the Undertaking for the adoption of Initial Indicative Services, ARTC will 
publish the characteristics of the Initial Indicative Services, Initial Indicative 
Access Charges and Charges for non-Indicative Services, including those 
which are Interim Services, and the annual process for the finalisation of 
Indicative Access Charges under section Error! Reference source not found. 
will not apply to the determination of Indicative Access Charges for that year. 

(b) From the first day of the calendar month following the publication 
of the prices in accordance with section Error! Reference source not found. 
until the Final Indicative Services and Indicative Access Charges approved 
by the ACCC come into effect under section Error! Reference source not 
found. (“Initial Period”), the characteristics set out in section Error! 
Reference source not found. will apply as the Initial Indicative Services. 

(c) Indicative Access Charges applicable to the Initial Indicative 
Services (“Initial Indicative Access Charges”) will until the expiry of the 
Initial Period be subject to annual review in accordance with section 4.14.  
Subject to section 4.20, each calendar year until the expiry of the Initial 
Period, ARTC will, using reasonable endeavours and having regard to 
available information, determine: 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 
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(i) Initial Indicative Access Charges applicable to the Initial Indicative 
Services as described in section Error! Reference source not found.; and 

(ii) Charges for other Services associated with Coal Access Rights 
applicable during the Initial Period (including those which are Interim 
Services). 

(d) The following Initial Indicative Access Charges for Initial Indicative 
Services will apply on and from the first day of the calendar month following 
the publication of the prices as contemplated in section Error! Reference 
source not found.. 
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(d1) The following Initial Indicative Access Charge for the Initial 
Indicative Service in Pricing Zone 3 will apply on and from the New 
Segments Commencement Date: 
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(e) ARTC will offer the applicable Initial Indicative Access Charges to 
Applicants seeking Coal Access Rights with applicable Initial Indicative 
Service characteristics during the Initial Period. 

41  4.18 

(Determination 
of the Final 
Indicative 
Services 
(efficient train 
configuration) 

Deletion 4.18 Not used  

Determination of the Final Indicative Services (efficient train 
configuration) 

(a) ARTC will develop, in consultation with the HVCCC, the proposed 
characteristics of the indicative services which ARTC considers will deliver 
the optimum utilisation of Coal Chain Capacity, given certain System 
Assumptions (“Final Indicative Services”).  The intention is that this process 
will be a more robust modelling exercise than that used for selecting the 
Initial Indicative Services and will include scenarios under which System 
Assumptions are also varied in addition to the Coal Train configurations. 

(b) Within 30 months of the Commencement Date, ARTC will: 

(i) consult with the HVCCC, Access Holders and Operators on the 
proposed characteristics of the Final Indicative Services and whether gtkm is 
the appropriate pricing unit to encourage efficient consumption of Capacity; 

This section is now redundant. 
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(ii) submit to the ACCC proposed characteristics of the Final 
Indicative Services developed in consultation with the HVCCC and, having 
reasonable regard to submissions arising from the consultation at subsection 
(i) above, if ARTC considers that gtkm is not an appropriate pricing unit to 
encourage efficient consumption of Capacity, an alternative pricing unit that 
ARTC considers will encourage efficient consumption of Capacity; and 

(iii) seek the approval of the ACCC to vary this Undertaking to provide 
for the adoption of the proposed characteristics as those of the Final 
Indicative Services and the alternative pricing unit (if any).   

(c) In consulting with the HVCCC, Access Holders and Operators, 
ARTC will: 

(i) assist the HVCCC to undertake modelling; and 

(ii) will follow the principles of consultation set out in Schedule F, 

with the objective of determining the Coal Train configuration which will 
deliver optimum utilisation of Coal Chain Capacity and ARTC will use its best 
endeavours to agree with the HVCCC the characteristics to be submitted to 
the ACCC as the proposed Final Indicative Services.   

(d) In support of its application to vary the Undertaking for the 
adoption of the characteristics proposed in section Error! Reference source 
not found. as the Final Indicative Services, ARTC will submit to the ACCC: 

(i) proposed characteristics of the Final Indicative Services which it 
considers will deliver optimum utilisation of Coal Chain Capacity including: 

(A) maximum train axle load; 
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(B) maximum train speed; 

(C) train length; and 

(D) section run times; 

(ii) the proposed indicative access charges for the proposed Final 
Indicative Services; and 

(iii) supporting documentation. 

(e) If the ACCC accepts the characteristics proposed by ARTC in 
consultation with the HVCCC as the Final Indicative Services, and accepts 
the variation sought by ARTC to this Undertaking, ARTC will: 

(i) promptly publish on its website: 

(A) the characteristics proposed under section Error! Reference 
source not found. as the Final Indicative Services; and 

(B) the indicative access charges accepted by the ACCC for the Final 
Indicative Services as the Indicative Access Charges, in the format set out in 
section Error! Reference source not found.; 

(ii) offer the Indicative Access Charges to Applicants seeking Coal 
Access Rights for the Final Indicative Services (including Access Holders 
seeking to vary their Access Holder Agreements so as to operate Final 
Indicative Services on existing contracted Train Paths) to apply in the year 
immediately following the date the variation to the Access Undertaking 
accepting the Final Indicative Services and Indicative Access Charges 
comes into effect and the annual process for the finalisation of Indicative 
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Access Charges under section Error! Reference source not found. will not 
apply to the determination of Indicative Access Charges for that year; and 

(iii) determine Charges for Coal Access Rights other than Access 
Rights for the Final Indicative Services to apply in the year immediately 
following the date the variation to the Access Undertaking accepting the Final 
Indicative Services and Indicative Access Charges comes into effect, in 
accordance with section Error! Reference source not found. and in doing so 
will take into account the Indicative Access Charges accepted by the ACCC 
in determining those Charges. 

(f) If the ACCC does not accept the characteristics proposed by 
ARTC as the Final Indicative Services, ARTC will, within a timeframe 
reasonably specified by the ACCC (not to be less than 3 months) having 
regard to the need for further modelling and industry consultation, submit 
revised characteristics to the ACCC and seek the approval of the ACCC to 
vary this Undertaking to provide for the adoption of the revised 
characteristics as the Final Indicative Services. 

42  4.19 

(Interim 
Services and 
Interim Access 
Charges) 

Deletion 4.19 Not used  

Interim Services and Interim Access Charges 

(a) From the Commencement Date until the Final Indicative Services 
and the Indicative Access Charges approved by the ACCC come into effect 
under section Error! Reference source not found. (“the Interim Period”), the 
characteristics set out in section Error! Reference source not found. will 
apply as the Interim Services. 

(b) Access charges for Coal Access Rights with Interim Service 
characteristics as described in section Error! Reference source not found. 
(“Interim Access Charges”) will be determined by ARTC each calendar year 
of the Interim Period in accordance with section 4.15(a). 

(c) The following Interim Access Charges for Interim Services will 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 
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apply as at the Commencement Date.   

43    

 

(d) ARTC will offer the Interim Access Charges to Applicants seeking 
Coal Access Rights with applicable Interim Service characteristics during the 
Interim Period. 

 

44  4.20(c) 

(Process for 

Insertion and 
deletion 

(c) The Indicative Standard Access Charges will be based on: the 
contracted coal volumes for that calendar year, any additional 

These changes reflect the move to Path Based 
Pricing and use of contracted Train KM and 
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finalising 
Standard 
Access 
Charges) 

volumes that ARTC considers likely to be contracted coal volumes 
for that relevant year, and ARTC’s forecast costs as determined 
under sub-section (b). 

(i) for TOP Charges - Contracted Coal KM and Contracted Coal gtkm 
for that calendar year and any additional Train KMs or gtkm that 
ARTC considers likely to be Contracted Coal KM or Contracted 
Coal gtkm for that relevant year; 

(ii) for Non TOP Charges - the forecast coal volumes that ARTC 
considers likely to be railed for that calendar year; and 

(c)(iii) ARTC’s forecast costs as determined under sub-section (b). 

contracted coal gtkm to recover Fixed Costs and 
Incremental Capital Costs through TOP Charges. 

45  4.20(d) 

(Process for 
finalising 
Standard 
Access 
Charges) 

Insertion and 
deletion 

Subject to sub-section (e), ARTC will notify by 1 November of each calendar 
year for the following calendar year: 

(i) the aggregate coal volumes which will include reasonably 
expected contracted coal volumes,  and ARTC’s annual forecast 
costs as determined under sub-section (b) to those Access 
Holders holding Coal Access Rights in each Pricing Zone; and 

(ii) the Indicative Standard Access Charges to those Access Holders 
holding Coal Access Rights for Indicative Services within the 
Services Envelope; and 

(iii) ARTC’s forecast RAB value of the aggregate of Segments in 
Pricing Zone 3 as at both the start and the end of the next 
calendar year to those Access Holders holding Coal Access 
Rights in Pricing Zone 3.   

These are minor clarification changes and reflect 
the move to a Services Envelope with a Standard 
Access Charge rather than having specific Interim 
or Initial Indicative Services with Interim or Initial 
Indicative Access Charges. 

46  4.20(e) 

(Process for 
finalising 
Standard 

Insertion and 
deletion 

ARTC will not be required to provide information on aggregate coal volumes 
if it reasonably considers that the provision of such information will allow an 
Access Holder to determine the individual contracted coal Contracted Coal 
gtkm, Contracted Coal KM, volumes or anticipated coal volumes, Contracted 
Coal gtkm or Contracted Coal KM of another Access Holder. 

These changes reflect the combination of PBP 
and the introduction of an Incremental Cost 
methodology resulting in the 3 part tariff.  
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Access 
Charges) 

47  4.20(f) 

(Process for 
finalising 
Standard 
Access 
Charges) 

Insertion and 
deletion 

If Access Holders holding two thirds or more of the contracted gtkm for 
Indicative Contracted Coal KM for all Services within the Services Envelope 
in the relevant Pricing Zone for the next calendar year give ARTC a Dispute 
Notice within twenty (20) Business Days of being notified of the Indicative 
Standard Access Charges setting out that they disagree with the Indicative 
Standard Access Charges for that Pricing Zone, then the dispute will be 
resolved by arbitration under section 3.15(f).  If less than two thirds of those 
Access Holders give a Dispute Notice within the required time for a Pricing 
Zone, the Indicative Standard Access Charges as notified for that Pricing 
Zone are final and not subject to arbitration under section 3.15(f).  Additional 
Capacity in the Pricing Zone which has been contracted on a conditional 
basis and which will not be commissioned in the next calendar year will not 
count towards the two thirds test. 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges and the change to Path Based Pricing 
primarily based on Contracted Coal KM. 

48  4.20(g) 

(Process for 
finalising 
Standard 
Access 
Charges) 

Insertion and 
deletion 

ARTC will promptly publish the final Indicative Standard Access Charges on 
its website in the format set out in section 4.14(c): 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

49  4.20(h) 

(Process for 
finalising 
Standard 
Access 
Charges) 

Deletion  All references to Indicative Services and Indicative Access Charges in this 
section Error! Reference source not found. will be read as 

(i) Interim Services and Interim Access Charges respectively during 
the Interim Period; and 

(ii) Initial Indicative Services and Initial Indicative Access Charges 
respectively during the Initial Period.   

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

50  4.20(i) Deletion To avoid doubt, the requirement in section 4.20(f) to give ARTC a Dispute These changes reflect the move to a Services 
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(Process for 
finalising 
Standard 
Access 
Charges) 

Notice if Access Holders holding two thirds or more contracted gtkm in the 
relevant pricing zone dispute Interim Access Charges or Initial Indicative 
Access Charges applies separately to Access Holders operating Interim 
Services and Initial Indicative Services in the relevant Pricing Zone (as 
applicable). 

Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

51  4.21(b) 
(Provision of 
forecast 
information and 
coal volumes) 

 

Insertion and 
deletion  

The 10 year information provided by ARTC under this section will include 
information for the calendar year for which Indicative Standard Access 
Charges or the Interim Access Charges, as applicable, are determined and 
information provided for under section 4.20(c). 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

52  4.22 

(Extension 
Period Access 
Charges) 

Deletion 4.22 Not used 

Extension Period Access Charges 

(a) The following Indicative Access Charges will apply for the period 1 
July 2017 to 31 December 2017(and, to avoid doubt, such charges constitute 
charges published and determined by ARTC in accordance with the 
Undertaking for the purposes of clause 4(b)(i) of Schedule 3 of the Access 
Holder Agreements): 

ARTC 2017 H2Hunter Valley Access Charges 

The following 2017 H2Initial Indicative Access Charges, Interim Access 
Charges and Charges for non-Indicative Services apply from 1 July 2017 to 
31 December 2017. 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 
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(b) ARTC will notify the Access Charges for Services which are not Indicative 
Services to relevant Access Holders within 10 Business Days of the approval 
of the variation to extend the Term of the Undertaking where such charges 
must be determined by ARTC in accordance with sections Error! Reference 
source not found. and Error! Reference source not found..  To avoid doubt, 
the charges under this paragraph (b) constitute charges notified to the 
Access Holder and determined in accordance with the Undertaking under 
clause 4(b)(ii) of Schedule 3 of the Access Holder Agreements). 

53  5.8 Deletion Review of mechanism to identify and assign Capacity losses This is now redundant. 
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(Review of 
mechanism to 
identify and 
assign Capacity 
losses) 

(a) Within 12 months of the Commencement Date, ARTC will, in 
consultation with the HVCCC, commence a review of the policy and 
processes for identifying and allocating losses of Capacity caused by Access 
Holders and their Operators and potential incentive mechanisms to minimise 
such losses where they have a material impact on Capacity or Coal Chain 
Capacity or the Capacity entitlements of Access Holders, including those 
processes outlined in clause 11.6 of the Indicative Access Holder 
Agreement. 

(b) As part of that review, ARTC will: 

(i) if the HVCCC agrees to conduct the industry wide review within 12 
months of the Commencement Date, participate in good faith in that review 
and will consider any proposals arising from that review accordance with the 
consultation process outlined in section 5.8(c); 

(ii) invite the HVCCC, Access Holders and other Hunter Valley Coal 
Chain service providers to: 

(A) provide their views of whether particular actions or omissions of 
Access Holders or their Operators (such as cancellation of scheduled 
Services) have a material impact on Capacity, Coal Chain Capacity or the 
Capacity entitlement of Access Holders; and 

(B) submit proposals for a suitable framework to address any adverse 
impact on Capacity caused by such actions or omissions including any rules 
for the allocation of losses of Capacity to the responsible Access Holder, 

within a specified time (which must not be less than six weeks). 

(c) ARTC will in good faith consider any proposals arising from the 
HVCCC review (if carried out) or the submissions and proposals provided to 
ARTC within a specified time pursuant to ARTC’s review (as applicable) and 
if ARTC reasonably determines, following consultation with the HVCCC (and 
further consultation with other stakeholders at ARTC’s discretion) that: 
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(i) particular actions or omissions of Access Holders or their 
Operators  have a material impact on Capacity, Coal Chain Capacity or the 
Capacity entitlement of Access Holders; and 

(ii) a proposal received under section Error! Reference source not 
found., including a proposal which has been amended following consultation 
with ARTC and the HVCCC, meets the following criteria: 

(A) the proposal, if adopted, would be likely to have demonstrably 
positive benefits in increasing the Available Capacity and allocating the 
impact of an event causing a Capacity shortfall to the Access Holder causing 
the incident or event leading to the Capacity shortfall; 

(B) the anticipated benefits of the proposal outweigh the potential 
detriments of the proposal including the costs associated with 
implementation and monitoring of the proposal and an increase in the 
likelihood of disputes in assigning Capacity losses among Hunter Valley Coal 
Chain participants; and 

(C) the proposal has the support of the HVCCC and the broad support 
of Hunter Valley Coal Chain participants including Access Holders and the 
Hunter Valley Coal Chain service providers, 

then ARTC will, by no later than two years from the Commencement Date, 
submit the revised proposal, including supporting documentation to the 
ACCC and will seek the approval of the ACCC to vary the Undertaking to 
provide for the adoption of the proposal. 

(d) If the ACCC accepts the proposal submitted by ARTC under 
section 5.8(c) and approves the variation sought by ARTC to the 
Undertaking, then any amendments to the Indicative Access Holder 
Agreement approved by the ACCC as part of the variation will be identified 
as a Tier 1 (Mandatory) Coal Provision in Schedule A:1 to the Undertaking, 
and those amendments will be automatically incorporated into all Access 
Holder Agreements for Coal Access Rights, on the date the new or varied 
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Access Undertaking comes into effect. 

(e) If ARTC decides not to submit a variation application to the ACCC 
under section 5.8(c), ARTC must, by no later than two years from the 
Commencement Date publish, subject to confidentiality restrictions, a report 
on its website setting out its reasons for rejecting any proposals developed or 
submitted under section 5.8(b). 

54  9.1(b) 

(Overview) 

Deletion and 
insertion  

ARTC may also use the industry consultation process to obtain endorsement 
for projects to the extent they do not involve Additional Capacity (for example 
asset replacement, cost reduction, or safety related projects) and for) capital 
costs being treated as Fixed Costs rather than Incremental Capital Costs. 

This change reflects that the RCG may endorse 
costs that would otherwise be Incremental Capital 
Costs be treated as Fixed Costs – see next row. 

55  9.2 

(The RCG) 

Deletion and 
insertion 

The RCG 

(a) ARTC will convene, and conduct, regular monthly meetings with 
the RCG for the purpose of: 

(i) consulting with applicable industry representatives and 
obtaining endorsement of Capital Expenditure 
associated with Additional Capacity or other Capital 
Expenditure on the Network;. 

(ii) at the appropriate stage in the consultation process, 
informing the RCG on the proportions and allocation 
methods for Project costs or other Capital Expenditure 
on the Network that are Incremental Capital Costs in 
accordance with section 4.5 , including providing 
details of new engineering assessments (if required), 
but ARTC is not required to obtain RCG endorsement 
of such proportions and allocation methods; and 

(iii) if requested by ARTC (at its discretion) at a stage in the 
consultation process, consulting with the RCG and 
obtaining endorsement by the RCG of capital costs 

ARTC to provide information on cost proportions 
and allocations when seeking endorsement of 
capital costs. 

On request, RCG may endorse costs that would 
otherwise be Incremental Capital Costs be treated 
as Fixed Costs. 

Other changes reflect the change to Path Based 
Pricing primarily based on Contracted Coal KM. 
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being treated as Fixed Costs rather than Incremental 
Capital Costs.  

(a)(b) ARTC will prepare an agenda for the meetings referenced in sub-
section (a) and provide a secretariat.  ARTC may seek to consult 
or seek endorsement from the RCG outside of regular monthly 
meetings where ARTC considers this will assist project 
development and delivery. 

(b)(c) At the commencement of this Undertaking, the RCG will comprise 
the following membership (as selected by the relevant industry 
participants).  One representative of: 

(i) each Access Holder who holds the largest volume of 
cContracted cCoal gtkm KM in each Pricing Zone;  

(ii) any other Access Holder with more than 7% of 
cContracted cCoal gtkm KM on the Network who is not 
already eligible to appoint a representative under sub-
section (i);  

(iii) all Access Holders with less than 7% of cContracted 
cCoal gtkm KM on the Network and the Representative 
may split its vote according to the percentage of 
cContracted cCoal gtkm KM held by each represented 
party if requested;   

(iv) each Operator, in its capacity as an Operator, with 
more than 10% of Contracted Coal gtkm KM on the 
Network who is not an Access Holder with more than 
10% of Contracted Coal gtkm KM on the Network (in a 
non-voting capacity); and 

(v) the HVCCC (in a non-voting capacity). 

(c)(d) The composition of the RCG may change from time to time as 
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agreed by ARTC and the current members of the RCG at the time.  
RCG members may, but do not have to be participants in the 
HVCCC.   

(d)(e) Only those RCG members who represent Access Holders will be 
entitled to vote and, each where the Access Holder is an Operator, 
the RCG member will vote in accordance with the wishes of 
Access Holders that it is representing, or, of where the Access 
Holder is an Operator, those Coal Customers on whose behalf the 
Access Rights are held.   

(e)(f) Subject to sub-section (g), RCG member voting will be weighted 
on the basis of cContracted cCoal gtkm KM for the current 
calendar year and the next nine calendar years, in the Pricing 
Zone in which a project is proposed to occur. 

(f)(g) In determining voting entitlement of a RCG member under this 
Undertaking, other than for the purposes of endorsing project 
assessment at section 9.4(d) and any stage beyond that, ARTC 
may, at its discretion, include any coal Train gtkm KM in the 
Pricing Zone which ARTC reasonably expects will become 
cContracted cCoal gtkmKM, for the current calendar year or for 
any of the following nine calendar years, immediately following the 
completion of the proposed project.  To avoid doubt ARTC may, in 
exercising this discretion, determine that a prospective access 
holder which is not a current member of RCG has a voting 
entitlement.   

(g)(h) The RCG will be involved at each stage of project development 
and will have the opportunity to endorse each stage before ARTC 
proceeds to the next stage.   

(h)(i) ARTC may elect to continue to the next stage of project 
development without RCG endorsement.  Where this occurs, 
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ARTC may elect to seek endorsement of the expenditure from the 
ACCC in respect of project development and delivery to the extent 
not endorsed by the RCG.  Expenditure incurred by ARTC on 
project development or delivery will be included in the RAB or 
expensed when incurred as endorsed by the ACCC.  ARTC may 
seek the ACCC’s endorsement in advance of, or subsequent to, 
incurring the expenditure. 

56  9.8 

(RCG 
endorsement) 

Insertion and 
deletion 

Endorsement of project development stages 

RCG endorsement 

(a) Where: 

(i) Additional Capacity; or 

(ii) ARTC requests that capital costs be treated as Fixed 
Costs rather than Incremental Capital Costs under 
section 9.2(a)(iii), 

(a)Where Additional Capacity is provided in relation to a particular Pricing 
Zone, the endorsement of coal producers that hold Coal Access 
Rights under an Access Holder Agreement and any coal Train 
gtkm KM included under clause section 9.2(g) either directly or 
through RCG representatives, with over 50% of contracted coal 
gtkm with at least 50% of Contracted Coal KM in that Pricing Zone 
will constitute endorsement by the RCG of that stage of project 
development.    

(a)(b) Where Additional Capacity (delivered by way of a single project or 
series of projects) is provided in relation to a particular Pricing 
Zone, and that Additional Capacity results in an increase in the 
Indicative Standard Access Charge for that Pricing Zone by more 
than 10%, the endorsement of Coal Customers that hold Coal 
Access Rights under an Access Holder Agreement and any coal 

On request, RCG may endorse costs that would 
otherwise be Incremental Capital Costs be treated 
as Fixed Costs. 

Other changes reflect the change to Path Based 
Pricing primarily based on Contracted Coal KM 
and move to a Services Envelope. 
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Train gtkm KM included under clause section 9.2(g), either directly 
or through RCG representatives, with over 70% of contracted coal 
gtkm with at least 70% of Contracted Coal KM in that Pricing Zone 
and any coal Train KM included under section 9.2(g) will constitute 
endorsement by the RCG of that stage of project development.   

(b)(c) To avoid doubt, sub-section (a)9.8  will apply if a Contributor 
agrees to fund Additional Capacity such that the increase in the 
Indicative Standard Access Charge for that Pricing Zone is equal 
to or less than 10%.   

57  10.2(a)(ii)(A) 

(Capital 
Contribution 
Principles) 

Insertion and 
deletion 

(A) achieving full recovery of VCC the Variable Maintenance Costs from all 
Access Holders on the basis of actual usage; 

Reflects new terminology on cost categories.  

58  10.2(c)(i)(A) 

(Capital 
Contribution 
Principles) 

Insertion and 
deletion 

Maximising recovery of (or contribution to) applicable FCC and NCCFixed 
Costs and Incremental Capital Costs, in proportion to relative consumption of 
assets funded by ARTC or a Capital Contribution (“Combined Assets”). 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 

59  10.2(d)(i)(A) 

(Capital 
Contribution 
Principles) 

Insertion and 
deletion 

Maximising recovery of (or contribution to) the non-capital component 
(operating expenditure) of applicable FCC and NCCFixed Costs and 
Incremental Capital Costs, in proportion to relative consumption of Combined 
Assets. 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 

60  10.2(d)(i)(B) 

(Capital 
Contribution 
Principles) 

Insertion and 
deletion 

Maximising recovery of (or contribution to) the capital component 
(depreciation and return) of applicable FCC and NCCFixed Costs and 
Incremental Capital Costs, in proportion to relative consumption of ARTC 
Assets. 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 
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61  14.1 

(Definitions) 

Insertion  “Capitalised Losses” means, in relation to Pricing Zone 3, the extent to 
which the RAB exceeds the RAB Floor Limit for Segments in Pricing Zone 3; 

Definition added for clarity. 

62  14.1 

(Definitions) 

Insertion “Compliance Assessment” means an assessment conducted under 
section 4.10; 

Definition added for clarity  

63  14.1 

(Definitions) 

Insertion and 
deletion 

“Constrained Coal Customer” means an Access Holder: 

(a) who holds Coal Access Rights under a current written access 
agreement Access Agreement with ARTC; and 

(b) who paid ARTC paid Charges to ARTC, in addition to Charges for 
their Floor Contribution, for access to the relevant Constrained 
Network and such payments, otherCharges than for Direct Costs,  
formed part of the annual coal aAccess revenue for the 
Constrained Group of Mines;. 

and, to avoid doubt, an Access Holder for a Train Path that does not 
originate in the Network, or terminates outside the Network, cannot be a 
Constrained Coal Customer; 

Consequential changes to reflect new and existing 
definitions and to make it clear that Constrained 
Coal Customers does not include users whose 
journey is not wholly within the Hunter Valley 
network. 

64  14.1 

(Definitions) 

Insertion and 
deletion 

“Constrained Group of Mines” means the group of mines and unloading 
points that are serviced by Coal Trains where the operation of those Coal 
Trains: is entirely within the Constrained Network, and where access revenue 
on those Segments forming the Constrained Network is: 

(a) for the PZ1/2 Constrained Network, is entirely within Pricing Zones 
1 and 2; and 

(b) for the PZ3 Constrained Network, originates in Pricing Zone 3 
even if the unloading point is outside that Pricing Zone, 

and where Access revenue on those Segments forming the Constrained 
Network is: 

(c)  closest to if less than; or 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits. 
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(d) exceeds by the largest amount,; 

(e) the Economic Cost for the that Constrained Network; 

65  14.1 

(Definitions) 

Insertion and 
deletion 

“Constrained Network” means the PZ1/2 Constrained Network or PZ3 
Constrained Network as applicable.the group of Segments within the 
Network bounded by the mine load points and the Newcastle port where 
access revenue on those Segments is likely to reach or exceed Economic 
Cost for those Segments on a stand alone basis; 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits. 

66  14.1 

(Definitions) 

Insertion “Contracted Coal gtkm” means the gtkm relating to Coal Access Rights 
contracted under an Access Agreement. 

Definition added for clarity. 

67  14.1 

(Definitions) 

Insertion “Contracted Coal KM” means the sum of the kilometres to be travelled by a 
Service on both the outward empty journey and inward loaded journey from 
the port of Newcastle or discharge point to the load point relating to Coal 
Access Rights contracted under an Access Agreement; 

Definition added for clarity. 

68  14.1 

(Definitions) 

Deletion  “Direct Cost” means maintenance expenditure, including major periodic 
maintenance that varies with usage of the Network, and may include other 
costs that vary with the usage of the Network but excluding Depreciation, 
assessed on an Efficient basis; 

This is no longer applicable due to the changes 
made to reflect the pricing differentiation based on 
train configuration rather than an assumed 
indicative service 

69  14.1 

(Definitions) 

Deletion  “FCC” has the meaning described in section Error! Reference source not 
found.; 

This is no longer applicable due to the changes 
made to reflect the pricing differentiation based on 
train configuration rather than an assumed 
indicative service 

70  14.1 

(Definitions) 

Deletion  “Final Indicative Services” has the meaning given to it in section Error! 
Reference source not found. and will have the characteristics approved by 
the ACCC in accordance with section Error! Reference source not found.; 

This is no longer applicable due to the changes 
made to reflect the pricing differentiation based on 
train configuration rather than an assumed 
indicative service 
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71  14.1 

(Definitions) 

Insertion and 
deletion 

“Financial Criteria” means: 

(a) whether the investment to provide the Additional Capacity is 
endorsed by the RCG under section 9 or has been endorsed as 
Prudent by the ACCC; 

(b) whether there are sufficient take or pay commitments contracted 
by applicable Access Holders to recover NCC Fixed Costs and 
Incremental Capital Costs associated with the Additional Capacity 
over the economic life of the Additional Capacity;   

(c) whether the terms and conditions of the relevant Access 
Agreements raise any material risk to ARTC recovering NCC 
Fixed Costs and Incremental Capital Costs associated with the 
Additional Capacity over the economic life of the Additional 
Capacity;   

(d) ARTC’s ability to service and raise financing through debt and 
equity for the Additional Capacity; 

(e) the opportunity cost to ARTC given the relative risk and returns 
associated with the Additional Capacity financing relative to other 
investment opportunities; and 

(f) the net effect on ARTC’s balance sheet, gearing ratios and any 
other debt covenants in existence at the time; 

Consequential changes to reflect new terminology 
and costs categories. 

72  14.1 

(Definitions) 

Insertion “Fixed Costs” means those costs associated with a Segment or group of 
Segments other than Variable Maintenance Costs and Incremental Capital 
Costs for that Segment or group of Segments; 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 

73  14.1 

(Definitions) 

Insertion and 
deletion 

“Floor LimitContribution” has the meaning described in section 4.2; This is a clarification change in line with above 
changes. 
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74  14.1 

(Definitions) 

Deletion  “Incremental Cost” means all costs that could be avoided in the medium 
term if a Segment was removed from the Network; 

Definition now redundant given new terminology 
and costs categories. 

75  14.1 

(Definitions) 

Deletion  “Indicative Access Charges” means the Charges for Indicative Services 
determined by ARTC under section 4.14 from time to time; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges.. 

76  14.1 

(Definitions) 

Insertion “Incremental Capital Cost” means, for a Segment or group of Segments in 
Pricing Zone 1, the capital costs that are reasonably identifiable for that 
Segment or Group of Segments as avoidable in the long term but excludes: 

(a) all capital costs incurred before 1 July 2008; and 

(b) any capital costs specifically endorsed by the RCG as being Fixed 
Costs;  

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 

77  14.1 

(Definitions) 

Deletion “Indicative Services” means Initial Indicative Services or Final Indicative 
Services operating on the Network as applicable; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

78  14.1 

(Definitions) 

Deletion  “Initial Indicative Access Charges” has the meaning given to it in section 
Error! Reference source not found. and for the first calendar year of the Initial 
Period will be as set out in section 4.17(d) and for the calendar year 
containing the New Segments Commencement Date will be as set out in 
section 4.17(d1); 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

79  14.1 

(Definitions) 

Deletion  “Initial Indicative Services” means Indicative Services operating on the 
Network during the Initial Period that have the characteristics set out in 
section 4.17(d); 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
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Charges. 

80  14.1 

(Definitions) 

Deletion  “Initial Period” has the meaning given to it in section Error! Reference 
source not found.; 

This is now redundant. 

81  14.1 

(Definitions) 

Deletion  “Interim Access Charges” has the meaning given to it in section Error! 
Reference source not found. and for the calendar year containing the 
Commencement Date will be as set out in section Error! Reference source 
not found.; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

82  14.1 

(Definitions) 

Deletion  “Interim Services” has the meaning given to it in section Error! Reference 
source not found. and will have the characteristics set out in section Error! 
Reference source not found.; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

83  14.1 

(Definitions) 

Deletion  “Interim Period” has the meaning given to it in section Error! Reference 
source not found.; 

This is now redundant 

84  14.1 

(Definitions) 

Deletion  “Interim ROR” has the meaning given in section Error! Reference source 
not found.; 

This is no longer applicable due to the changes 
made to reflect the pricing differentiation based on 
train configuration rather than an assumed 
indicative service. 

85  14.1 

(Definitions) 

Insertion “Interstate Network” means the network of railways lines delineated or 
defined in Schedule E of the interstate access undertaking accepted by the 
ACCC on 30 July 2008 as amended or replaced; 

This is a clarification change. 

86  14.1 

(Definitions) 

Deletion “NCC” has the meaning described in section Error! Reference source not 
found.; 

This is no longer applicable due to the changes 
made to reflect the pricing differentiation based on 
train configuration rather than an assumed 
indicative service. 

87  14.1 Insertion  “Pricing Zone” means a grouping of Segments as prescribed in Schedule E This is a clarification change.  
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(Definitions) 
and a reference to Pricing Zone 1, Pricing Zone 2 or Pricing Zone 3 is a 
reference to the group of Segments prescribed to that Pricing Zone in 
Schedule E; 

88  14.1 

(Definitions) 

Insertion  “Pricing Zone 3 Access Holder” means an Access Holder with Coal Access 
Rights relating to a Train Path traversing Segments in both Pricing Zone 1 
and 3 but only to the extent that of Train Path; 

This change ensures that only a Pricing Zone 
producer is captured to the extent that it also uses 
Pricing Zone 1. For example, train paths wholly 
within Pricing Zone 3 are not captured. 

89  14.1(Definitions) Insertion  “PZ1/2 Constrained Network” means the group of Segments within Pricing 
Zone 1 and 2 where Access revenue applied to those Segments is likely to 
reach or exceed the Economic Cost for those Segments; 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits. 

90  14.1 

(Definitions) 

Insertion  “PZ3 Constrained Network” means the group of Segments within Pricing 
Zone 3 where Access revenue applied to those Segments is likely to reach or 
exceed the Economic Cost for those Segments where the RAB is equal to, or 
falls below, the RAB Floor Limit for those Segments at the end of the 
calendar year (t – 1); 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits. 

91  14.1 

(Definitions) 

Insertion “Segment” means a component of the Network as defined in Schedule E as 
at the Commencement Date and is the smallest component for which the 
Ceiling Limit and Floor Limit applies; 

This is a minor clarification change. 

92  14.1 

(Definitions) 

Insertion “Segment Specific Assets” means assets that: 

(a) form part of the RAB and RAB Floor Limit (as applicable) and are 
subject to section 4.4 of the Undertaking; and 

either 

(b) ARTC can directly identify with a Segment because those assets 
are physically or functionally part of a Segment; or, 

(c) ARTC has otherwise directly identified with a Segment having 
regard to recovery of relevant costs associated with those assets 
consistent with the beneficial use of those assets; 

Correct omission of reference to RAB Floor Limit 
in original 2011 HVAU. 
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93  14.1 

(Definitions) 

Insertion “Segment Specific Costs” means operating costs that ARTC can directly 
identify with a Segment and, for the avoidance of doubt, includes any loss or 
gain incurred on the disposal of an asset; 

This is a clarification change. 

94  14.1 

(Definitions) 

Insertion  “Services Envelope” means the assumptions and characteristics of a 
Service set out in section 4.14; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

95  14.1 

(Definitions) 

Insertion  “Standard Access Charges” means the Charges for Services with 
characteristics within the Services Envelope determined by ARTC under 
section 4.14 from time to time; 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

96  14.1 

(Definitions) 

Insertion  “Train KM” means kilometres a Train Path covers on the Network; Definition added for clarification  

97  14.1 

(Definitions) 

Deletion “Variation Commencement Date” has the meaning described in section 
Error! Reference source not found.; 

This is now redundant. 

98  14.1 

(Definitions) 

Insertion “Variable Maintenance Cost” means, for a Segment or group of Segments, 
maintenance expenditure, including major periodic maintenance that varies 
with usage of the Segment; 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 

99  14.1 

(Definitions) 

Deletion  “VCC” has the meaning described in section Error! Reference source not 
found.. 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 
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100  Schedule A:1  

(Elements of 
Coal Access 
Agreements) 

Insertion 23 IAHA Schedule 3:  Clauses 1, 2 and 3 (but only to the extent 
required to implement path based pricing under the Undertaking 
as varied on [insert] and including the related definitions of “2018 
PBP Variation Date”, “Services Envelope” and “Standard Access 
Charges”) and clause 4.1(c) Determination of FC TOP PricePZ,  
ICC TOP PricePZ and Non-TOP PricePZ, - dispute resolution 
provisions 

These changes are made to align with the final 
changes to the Access Holder Agreement which 
introduces Path Based Pricing.  

101  Schedule D 

(Performance 
Measurement 
and Incentives) 

Insertion  

 

This change is to replace and simplify the cost 
categories to comprise of Variable maintenance 
costs, Incremental capital costs (both of which 
only apply to segments in Pricing Zone 1) and 
Fixed costs. 

102  Schedule G  
2(b) (ii) 

(Annual 
Compliance 
Assessment 
information 
provision and 
timing) 

Insertion a breakdown of values for each component of the RAB and RAB Floor Limit, 
including a split into the relevant Constrained Network and non-Constrained 
Network and, for Capital Expenditure, values to Segment and asset (project) 
level (where values are zero, this should be stated); 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits. 

103  Schedule G 
2(c)(iii) 

(Annual 
Compliance 
Assessment 
information 
provision and 
timing) 

Insertion the spreadsheet or other models underlying calculations relevant to 
reconciliation of Access revenue with the applicable Ceiling Limit and 
calculation of any allocation of the total unders or overs amount to 
Constrained Coal Customers (not for publication) which should clearly 
indicate which Segments formed part of the relevant Constrained Network for 
the review period; 

Changes are for clarification now that now there 
may be two Constrained Networks and two Ceiling 
Limits. 
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104  Schedule G 
2(d) 

(Annual 
Compliance 
Assessment 
information 
provision and 
timing) 

Insertion and 
deletion  

where the documentation shows RAB to be greater than the RAB Floor Limit 
in Pricing Zone 3, documentation setting out the Interim Access Charge or 
Indicative Standard Access Charge, as applicable for Pricing Zone 3 in that 
calendar year and the previous calendar year. 

These changes reflect the move to a Services 
Envelope with a Standard Access Charge rather 
than having specific Interim or Initial Indicative 
Services with Interim or Initial Indicative Access 
Charges. 

 

 


	Executive Summary
	1.1 Proposed methodology
	1.2 Path Based Pricing
	1.3 Incremental Cost Methodology
	1.4 Worked Examples
	1.5 Minor Amendments
	1.6 Stakeholder Inclusion

	2 Introduction
	2.1 Status Of This Guide
	2.2 Development Approach

	3 Context
	4 The basis for Path Based Pricing
	4.1 Background
	4.2 Pricing under the 2011 HVAU
	4.3 Legislative linkage to Path Based Pricing
	4.4 Capacity relationship with Path Based Pricing
	4.5 Transition to the Path Based Pricing Construct
	4.5.1 Current Pricing Artefacts
	4.5.2 Arriving at the Path Based Pricing proposal
	4.5.3 Methodology Option Analysis
	4.5.4 PBP Methodology
	4.5.5 Services Envelope

	4.6 Impact of Adjoining Networks
	4.7 Path Based Pricing Summary

	5 Incremental Cost Methodology
	5.1 Background
	5.2 Definition and Application of Incremental Costs
	5.3 Allocation by Contract
	5.4 Determining the Incremental Proportion and Allocation Method
	5.5 Dual Ceiling Test and Pricing Zone 3 Incremental Cost Certainty
	5.6 Benefits of Incremental Cost Methodology
	5.7 Worked Examples

	6 Proposed Combined methodology
	7 Stakeholder Inclusion
	8 Removal of Redundant Clauses
	9 Timing of Application of the Methodology
	10 Drafting Changes
	Appendix 1 – Worked Example Presentations
	Appendix 2 – Summary of drafting changes
	(i) illustrative maps showing a geographical description of the Network in the form of Annexure 1 of Schedule B as amended by ARTC from time to time during the Term;
	(ii) a narrative description of the Network;
	(iii) Indicative Standard Access Charges for Indicative Services within the Services Envelope;
	(iv) prices for which Access has been granted to Services other than Indicative outside of the Services Envelope, together with a general description of the Services to which such prices relate;
	(v) the Network Management Principles;
	(vi) the Indicative Access Holder Agreement including the Standard Operator Sub-Agreement; 
	(vii) current available market terms and conditions;
	(viii) a copy of ARTC’s annual report;
	(ix) details of Committed Capacity and other Capacity on the Network; 
	(x) indicative section running times for Indicative Services which have the Services Envelope characteristics;
	(xi) route standards by corridor; 
	(xii) the Performance Indicators;
	(xiii) RAB for each Segment;
	(xiv) Ceiling Limit for the relevant Constrained Network determined in the most recent annual compliance assessment; and
	(xv) Hunter Valley corridor capacity strategy.
	in accordance with sub-section (e).
	consistent with the allocation method adopted under section 4.5(e)(ii) and
	consistent with the allocation method adopted under section 4.5(e)(iii).




