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1 Introduction 

1.1 Purpose Of Explanatory Guide 
The purpose of this Explanatory Guide (Guide) is to detail, and provide context that aids 
understanding of a package of changes to the Hunter Valley Coal Network Access Undertaking 
(HVAU) that have been agreed between ARTC and its Customers and submitted to the Australian 
Competition & Consumer Commission (ACCC) in December 2020 for approval. This variation will 
be version 8 of the HVAU and is proposed to commence from 1 July 2021 and continue to 
31 December 2026 (HVAU V8). 

The HVAU V8 is an evolution of version 7 of the HVAU that is currently in place (HVAU V7), which 
is due to expire on 31 December 2021. Therefore, the focus of this Guide is to identify key changes 
between HVAU V7 and HVAU V8, rather than attempt to explain the operation of the HVAU from 
first principles. 

1.2 Status Of This Document 
This Guide is intended as a public document.  

This Guide does not comprise part of HVAU V8 nor does it seek to repeat the contents thereof, but 
rather it seeks to aid understanding through provision of supplementary information and clarification. 
To the extent there may be any apparent inconsistency between this Guide and the HVAU V8, the 
HVAU V8 shall prevail. 

A number of terms used in this document are defined in Section 14 of the HVAU V8. To the extent 
that there is any difference in the use of a term in this Guide and its definition in the HVAU V8, the 
definition in the HVAU V8 prevails. 

1.3 Outline Of Explanatory Guide 
This Guide is set out as follows: 

Section 2 provides background to the stakeholder engagement process and preparation of the 
HVAU V8. 

Section 3 provides an overview of the package for the HVAU V8 that has been agreed with 
customers. 

Section 4 outlines how the HVAU V8 complies with statutory requirements and competition 
principles. 

Section 5 explains the key changes in the HVAU V8 compared to the HVAU V7. 

Section 6 discusses key changes to the 2021 Indicative Access Holder Agreement (IAHA). The 
2021 IAHA forms Annexure A to the HVAU V8. 

Appendix A documents the pre-lodgement discussions ARTC held with stakeholders (not for 
publication). 

Appendix B provides an overview of where ARTC’s service elements are reflected in the HVAU V8. 

Appendix C provides a table detailing the amendments proposed in the HVAU V8 

Appendix D provides a table detailing the amendments proposed in the 2021 IAHA  

Attachment 1 is a clean version of the HVAU V8. 

Attachment 2 is the HVAU V8 marked-up in comparison to the HVAU V7. 

Attachment 3 is a clean version of the 2021 IAHA.  

Attachment 4 is the 2021 IAHA marked up in comparison to the 2018 IAHA. 
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Attachment 5 is the Costing Manual. 

2 Background 

2.1 The HVAU 
The HVAU was first approved by the ACCC on 29 June 2011 and applied from 1 July 2011. 
Subsequently, amendments to the HVAU were approved by the ACCC on six occasions as follows: 

• Version 1: 29 June 2011 (HVAU V1) 

• Version 2: 17 October 2012 (HVAU V2) 

• Version 3: 25 June 2014 (HVAU V3)  

• Version 4: 22 June 2016 (HVAU V4)  

• Version 5: 23 November 2016 (HVAU V5)  

• Version 6: 29 June 2017 (HVAU V6) 

• Version 7: 29 November 2018 (HVAU V7) 

The HVAU V7 terminates on 31 December 2021. 

2.2 Stakeholder Engagement 
HVAU V7 included a commitment from ARTC to review the terms, including the pricing approach, to 
apply for a revised HVAU post the expiry in 2021 having regard to relevant circumstances at the 
time. As committed, ARTC has engaged in an extensive consultation process with stakeholders and 
the ACCC in preparation for the renewal. Aware of timing concerns in previous regulatory 
processes, ARTC began initial renewal discussions for the HVAU with the ACCC in September 
2019 and customers in October 2019. ARTC has worked constructively with key stakeholders to 
enable an open, transparent and responsive engagement process and mitigate the impact of 
restrictions associated with COVID-19 (for example hosting online meetings). 

As part of the engagement process ARTC: 

• Invited written feedback from stakeholders at the outset on the key areas of focus for the 
2022 renewal of the HVAU; 

• Held three formal broader stakeholder engagement sessions with attendance from 
customers, above-rail Operators and the ACCC; 

• Formally met with the Hunter Rail Access Task Force (HRATF) and customers as a 
collective;  

• Held a range of discussions with small groups of customers;  

• Engaged individually with all customers, an Access Seeker and above-rail Operators 
through various meetings and discussions; and 

• Continued to update the ACCC in recurring sessions throughout the stakeholder 
engagement process. 

Through the stakeholder engagement process, ARTC has considered how it can extend its service 
offering to customers as part of an overall package for the 2022 renewal of the HVAU to meet the 
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needs of customers through the proposed term and engaged in good faith negotiations with 
customers on the commercial settings for the next term of the HVAU.  

This negotiation process, which included movements in position from both sides, has culminated in 
ARTC and all customers agreeing a package of updates for the further term of the HVAU and 
reflected in the proposed HVAU V8. 

Appendix A contains further confidential details on the stakeholder engagement process and 
negotiations for the HVAU V8. 

2.3 Approach For The HVAU V8 
Based on feedback from stakeholders following initial consultation on preferences for the HVAU 
framework, ARTC has approached the renewal of the HVAU on the basis of evolving the 
undertaking from the HVAU V7 rather than attempting to completely redesign it. Notwithstanding the 
evolution of the Network, and the HVAU itself since HVAU V1, the underlying task and operation of 
the Network remains the same. Therefore, ARTC considers there is no compelling need to 
materially transform the regulatory framework that governs the commercial relationships between 
ARTC and Access Holders. 

ARTC’s approach reflects several factors, including: 

• The successful operation of the HVAU – ARTC and customers consider that the HVAU has 
worked well as a framework to provide certainty for Access Holders, Access Seekers and 
ARTC and has facilitated greater coordination across the Hunter Valley coal supply chain. It 
is noted that no disputes have been raised by Applicants under the operation of the HVAU. 

• Existing commercial arrangements in the Hunter Valley – existing Access Holder 
Agreements (AHA) entered into prior to the commencement of the HVAU V8 will continue 
into the period covered by the HVAU V8. It should be noted the HVAU V8 does not diminish 
existing contractual rights nor preclude the parties from agreeing to principles (that are not 
Tier 1 provisions) outside of the scope of the HVAU V8. 

• Changing market conditions – in developing the proposed HVAU V8, ARTC sought to 
recognise the evolving and challenging market conditions being experienced and ARTC’s 
role as a service provider as part of the Hunter Valley coal supply chain. There continues to 
be a shift in focus from expansion and capacity investment in the Hunter Valley coal 
network to consolidation and productivity improvement.  

To the extent possible, ARTC has continued principles into the HVAU V8 which provide reasonable 
certainty and consistency with the existing commercial arrangements. ARTC has, where relevant 
and to the extent it considers it is able, taken into consideration the views expressed by 
stakeholders in developing the HVAU V8. 
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3 HVAU V8  

3.1 Overview 
The following table provides an overview of the key elements of the package for the HVAU V8 that 
ARTC has agreed with Customers: 
 

Service and risk 

• Maintain service elements of capacity and maintenance alignment, pathing 
flexibility and engagement 

• 73.5% single line track utilisation for the term (1 January 2022 to 
31 December 2026) 

Operating cost 
approach 

• Ex post operating cost efficiency review through the ACCC 

• Formalising engagement and transparency through the Rail Capacity Group 
(RCG) for maintenance costs and a costing manual to provide transparency for 
overhead allocation 

• RCG membership expanded to all Access Holders 

Depreciation period • 21 years from 1 July 2021 provided the ACCC has approved the HVAU V8. 

Rate of Return 

• 4.60% real pre-tax; 6.43% nominal pre-tax 

• RAB Floor Limit escalation based on actual inflation but cannot be negative. The 
inflation floor applies from 1 January 2022. In the event the negative inflation 
floor is triggered, any subsequent inflation would not be then reapplied to the 
RAB Floor Limit until after the value of any negative inflation on the RAB Floor 
Limit has been offset. 

• Earlier commencement of return from 1 July 2021, provided the ACCC has 
approved the HVAU V8 

Term 
• 5 years (5.5 years for the rate of return and depreciation period) 

• All matters dealt with at once through a variation to the existing HVAU 

Pricing Mechanism 

• Existing three-part Path Based Pricing tariff structure (TKM and GTK elements) 

• Following the recoupment of the Capitalised Loss balance, Pricing Zone 3’s 
contribution to the fixed costs in Pricing Zone 1 for 2023 will be limited to 33% of 
its proportional share. Pricing Zone 3 will contribute 100% of their proportional 
share for 2024, 2025 and 2026 

• Single revenue ceiling limit test 

• For 2021, ARTC to retain charges for 50% of Ad Hoc paths outside of the ceiling 
limit 

Pricing Zone 3 
Capitalised Losses 

• Capitalised Loss balance paid down by the end of calendar year 2022 with a 
separate unders and overs process to achieve a nil balance 

• Pricing Zone 3 contribute incremental costs in Pricing Zone 1 during 2022 

Customer Support • Letters of support from Customers to be provided to the ACCC 

2018 Compliance 
Assessment under 
recovery 

• Estimated ~ $30 million under recovery 

• Recoupment deferred for 6 months post ACCC decision date, followed by 12 x 
equal monthly instalments 

Pricing Zone 3 
Capitalised Loss 
unders or overs 

• Any Capitalised Loss unders amount at the end of 2022 will be payable in 12 x 
equal monthly instalments 
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The changes in the proposed HVAU V8 are an integrated package, with all components together 
reflecting a balance of operational service elements, risks and associated commercial outcomes 
that have been negotiated and agreed between ARTC and its customers. 

Further explanation of the elements of the package are included in Section 3.2 and Section 5 of this 
Guide.  

3.2 ARTC’s Service And Risk  
ARTC has had considerable discussion with customers on its current and proposed service during 
the stakeholder engagement process, particularly in the areas of: 

• Capacity and maintenance alignment 

• Flexibility and pathing opportunities 

• Engagement 

• Innovation and increased track utilisation 

Through this process, ARTC also considered how it can extend its service offering as part of an 
overall package for the renewal of the HVAU to meet the needs of customers through the proposed 
term.  

The HVAU V8 maintains the coal chain alignment and pathing flexibility included in a range of 
provisions under the HVAU V7 and AHA that customers value. The ACCC recognised that these 
elements should be viewed alongside ARTC’s legitimate business interests as part of the initial 
HVAU V1.1  

ARTC’s informal approach to engaging with the RCG on its maintenance plans and costs, and 
operational performance has also been embedded into the drafting for the HVAU V8. 

Historically Network capacity has been calculated based on the international code for capacity of 
railways with a 65% practical track utilisation assumed for the single line sections of the Network. 
Following the go-live of the RCG endorsed ARTC Network Control Optimisation (ANCO) project in 
2019, Capacity in these single line sections of track is now calculated with a practical track 
utilisation of 70% based on operational efficiencies delivered from this project. 

Forecast demand from Pricing Zones 2 and 3 continues to peak above the current threshold of 
Capacity. The published 2020 Hunter Valley Corridor Capacity Strategy2 identifies the additional 
crossing loops that would be required to meet the forecast demand. 

ARTC has considered how it can constructively provide a way to respond to volume needs of 
customers and Access Seekers without construction lead times or embedding major capital into the 
RAB Floor Limit ongoing. As part of the HVAU renewal, ARTC has committed to a further increase 
in the track utilisation capacity assumption from 70% to of 73.5% for the constraining single line 
sections of the Network which will be contractable by Access Seekers for the 5-year period 
1 January 2022 to 31 December 2026. The track utilisation will be reflected as a Relevant System 
Assumption for the purpose of calculating Capacity. 

  

 
1 In its final decision on ARTC’s HVAU V1 the ACCC noted it recognises the [Hunter Valley coal chain] “alignment 
considerations are to be viewed alongside the legitimate business interests of ARTC as the access provider”. 
ACCC (2011), Australian Competition and Consumer Commission Decision In relation to Australian Rail Track Corporation’s 
Hunter Valley Rail Network Undertaking, available at: 
https://www.accc.gov.au/system/files/ACCC%20Final%20Decision%20on%2023%20June%202011%20application.pdf 
2 ARTC (2020), 2020 Hunter Valley Corridor Capacity Strategy, available at: 
https://www.artc.com.au/uploads/2020_HVCCS_Final.pdf 

https://www.accc.gov.au/system/files/ACCC%20Final%20Decision%20on%2023%20June%202011%20application.pdf
https://www.artc.com.au/uploads/2020_HVCCS_Final.pdf
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The following table summarises, the estimated capacity enabled from the 3.5% increase in track 
utilisation and the capital investment otherwise required to deliver the same capacity: 
 

 Pricing Zone Estimated Capacity* Capital Project 

Tranche 1 
PZ2 2.8 Mtpa Offsets - Widden Creek loop ($57 million) 

PZ3 2.1 Mtpa Offsets - South Gunnedah loop ($25 million) 

Tranche 2 PZ3 
3.1 Mtpa 

(cumulative 5.2 Mtpa) 

Required – South Gunnedah loop 

Offsets – Togar North loop ($23 million) 

Offsets – Wingen loop ($20 million) 

Offsets – Bells Gate South ext ($46 million) 

* based on assumptions set out in the 2020 Hunter Valley Corridor Capacity Strategy 

This extension of ARTC’s service offering to leverage the existing investment in the Network 
infrastructure will provide up to 8 Mtpa of capacity and offset circa $146 million in capital investment 
and associated RAB Floor Limit depreciation and return ongoing. Importantly, these volumes could 
not be achieved within the same timeframe if loop infrastructure was required, with the construction 
lead time for projects of this nature up to 4-5 years. This service offering also provides a benefit to 
all customers through the Fixed Costs of the Network being spread over a larger volume base. 

For ARTC this increase in track utilisation will necessitate ARTC to undertake its combined 
operational and maintenance activities on the Network with less overall time and therefore exposes 
ARTC to a greater level of service delivery risk. ARTC also foregoes the opportunity to earn a return 
on additional investments into the asset base by delivering capacity without capital expenditure.  

The HVAU V8 therefore results in a service offering for the term whereby ARTC is providing more 
capacity, at higher risk and for an agreed rate of return that is lower than it currently receives. 

See Appendix B for further explanation on where ARTC’s service elements are reflected in the 
HVAU V8. 

3.3 Pricing Outcomes  
The HVAU V8 provides for a higher service offering from the existing Network infrastructure and the 
opportunity for annual price reductions for customers well in excess of 10 per cent relative to the 
2020 access charges (which were the current prices at the time the negotiations were conducted) 
when factoring in the volume benefits. This pricing reduction is achieved from the package as a 
whole, including: 

• ARTC’s agreement to a real, pre-tax rate of return of 4.60 per cent, which is substantially 
lower than the rate of return ARTC currently receives of 5.38 per cent notwithstanding the 
increase in service risk. The nominal, pre-tax rate of return is 6.43 per cent, which is lower 
than the current nominal return of 7.91 per cent; 

• An agreed remaining mine life (RML) of 21 years from 1 July 2021, which is an increase 
from the 18 years remaining at 1 July 2021 under the current HVAU; and 

• The increased volume of up to 8 Mtpa enabled through ARTC’s commitment to increase the 
practical track utilisation in the single line sections of the Network.  
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The following chart highlights the average percentage reduction in access charges for the mines 
originating in the relevant Pricing Zone (after Capitalised Losses in Pricing Zone 3 ends): 

 

 
 

3.4 Timing 
Whilst the HVAU V7 does not expire until 31 December 2021, ARTC and customers have agreed to 
bring forward the commencement of the rate of return and RML to 1 July 2021 providing the ACCC 
has approved the overall package of updates contained in the HVAU V8. This will provide significant 
price relief to customers at a challenging time given the changing dynamics in the coal market. As 
part of the agreement for the earlier commencement of the rate of return and RML, the drafting 
includes a mechanism for ARTC to retain ad hoc charges as revenue outside of the Ceiling Limits 
for half of the ad hoc paths usages in 2021. 

Standard Access Charges for calendar year 2021 have already been set by ARTC and published in 
accordance with the HVAU V7. Prior to the approval of the HVAU V8, ARTC will determine the 
Standard Access Charges to apply for the period 1 July 2021 to 31 December 2021 and include 
these in the HVAU V8.  

ARTC does not intend to revise the TOP Charges, Non-TOP Charges and Ad Hoc Charges 
(collectively, Charges) to apply under the AHA until such time as the HVAU V8 has been approved 
by the ACCC and taken effect (ie the Charges will continue to be invoiced under the AHA based on 
the access charges determined under HVAU V7).   
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In the event the effective date for the HVAU V8 is:  

• Before 1 July 2021, ARTC will determine Charges from 1 July 2021 under the AHAs based 
on the approved Standard Access Charges in HVAU V8.  

• After 1 July 2021, ARTC will subsequent to the effective date re-calculate the Charges for 
the period between 1 July 2021 and that effective date, and issue an adjustment credit to 
customers for the difference between the Charges paid based on HVAU V7 and those 
recalculated to apply from 1 July 2021 based on HVAU V8. 

ARTC anticipates that, based on the statutory timeframe for the assessment of the variation under 
the Competition and Consumer Act 2010 (CCA), including allowances for consultation clock 
stoppers, a final determination for the HVAU V8 will be made by the ACCC before the end of 
September 2021. This timeframe is critical to provide certainty regarding pricing and the continued 
coverage of the HVAU beyond 31 December 2021. 

ARTC is committed to support the ACCC assessment process to enable the ACCC to make a final 
determination within this timeframe. Customers have also committed to providing letters of support 
to the ACCC for the HVAU V8.  

3.5 Drafting Approach 
The drafting for the HVAU V8 has been approached on the basis that minimal changes would be 
made to give effect to the elements agreed between ARTC and customers through ARTC’s 
stakeholder engagement and negotiation process. Amendments have also been incorporated to 
improve timeliness and transparency relating to information requests and the compliance 
assessment process and for improved clarity at the request of the ACCC.  

The term agreed with Customers for the renewal of the HVAU is 5 years from 1 January 2022, with 
early commencement of the rate of return and RML from 1 July 2021. Given the early 
commencement, the HVAU is being progressed as a variation and extension of the HVAU V7. The 
drafting specifies where specific amendments apply from 2022 onwards. 

There are also Tier 1 changes required to the AHA to flow through provisions relating to charges. 

ARTC has engaged with HRATF’s legal advisor and the ACCC on the drafting for the HVAU V8 and 
has incorporated their feedback, where appropriate, to ensure the drafting reflects the intentions of 
the parties and is clear. 

4 Compliance With Competition Principles And Statutory Requirements 
ARTC has submitted this variation on a voluntary basis for regulatory coverage under the National 
Access Regime, specifically Part IIIA of the Competition and Consumer Act 2010 (CCA). ARTC has 
had regard to section 44AA of the CCA and the pricing principles outlined in section 44ZZCA of the 
CCA in developing this variation. As outlined above, ARTC has made significant efforts to engage 
with key stakeholders and satisfy pre-lodgement discussion obligations. 

ARTC notes the HVAU V8 largely builds upon the prior versions of HVAU which have been 
approved by the ACCC previously in accordance with Part IIIA. ARTC notes that several clauses in 
the agreement have also been revised to improve timeliness and transparency (for example the 
provisions regarding the disclosure of information) and to provide greater clarity. See Section 5.1 for 
further explanation of the drafting changes in the HVAU V8. 

4.1 Statutory Requirements 
Section 44ZZA(2): The undertaking must specify the expiry date of the undertaking. 
As specified in Section 2.2 of the HVAU V8, the varied undertaking is due to expire 
31 December 2026. 



 

  Page 12 

 

Hunter Valley Coal Network Access Undertaking Version 8 
Explanatory Guide  

December 2020 
 

Section 44ZZA(3): The Commission may accept the undertaking if it thinks it is appropriate 
to do so having regard to the following matters: 

(aa) the objects of this Part 

The objects of Part IIIA are: 

to promote 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; and 

to provide a framework and guiding principles to encourage a consistent approach to access regulation in 
each industry. 

ARTC recognises 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 the cost competitiveness of the Hunter Valley coal industry. 

ARTC believes the HVAU V8 satisfies these objectives and those outlined in Part IIIA by largely 
continuing the current access arrangements which form a transparent, well-understood and 
predictable framework that has benefited customers and ARTC. Annual network volumes have 
increased from approximately 110 million tonnes to over 170 million tonnes since the initial 
commencement of the HVAU and whilst tonnage volumes have been relatively flat in the last few 
years (prior to the impacts of COVID-19), gross tonne kilometres continue to grow as volumes shift 
to the extremities of the Network. The HVAU V8 maintains service flexibility and Coal Chain 
alignment which have supported efficient customer operations from a whole of Coal Chain 
perspective and offers greater track utilisation for the term which will facilitate greater throughput 
without capital investment in additional track infrastructure. 

ARTC also notes the level of transparency and engagement in the HVAU V8, including the role of 
the RCG in approving capital projects and consulting on maintenance plans, with membership of the 
RCG extended to all Access Holders. ARTC considers this arrangement and the alignment of 
interests between ARTC, customers and above-rail Operators significant in driving, and providing 
incentives, for operational, cost and investment efficiency. 

While promoting stability, the HVAU V8 continues to provide Access Seekers and Access Holders 
with important protections, including firm and enforceable commitments to open access, non-
discriminatory pricing and a transparent dispute resolution framework. 

(ab) the pricing principles specified in section 44ZZCA 

The relevant access pricing principles are: 

(a) that regulated access prices should: 

o (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 

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

(b) that the access price structures should: 

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

o (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. 

The terms of the HVAU V8 allow ARTC to generate revenue sufficient to recover the efficient costs 
of operating the rail network and earn a return in line with the regulatory and commercial risks 
associated with the operation of the rail network. The combination of the agreed commercial 
settings which reduce capital related costs, productivity gains enabled by targeted capital 
expenditure and projects such as the ARTC Network Control Optimisation (ANCO), and the volume 
enabled by the further step increase in track utilisation provides all Access Holders with the 
opportunity for a reduction in charges well in excess of 10 per cent (relative to 2020 charges). 
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The HVAU V8 maintains the three-part path based pricing methodology introduced in the HVAU V7. 
The mechanism was based on and developed according to feedback ARTC had received from 
stakeholders at the time, and continues to provide an outcome that balances the views of 
stakeholders. ARTC highlights the importance of maintaining this approach for consistency and 
increased investment certainty for above-rail Operators. ARTC notes path based pricing is more 
transparent than the approach used in earlier versions of the HVAU and has simplified the pricing 
setting process. 

ARTC further notes the linkage between path based pricing and more efficient utilisation of the 
Network through the incentive provided by a Train Km based access charge component to 
maximise the payload per train path utilised. ARTC has observed increases in train size in 
Pricing Zone 1 and Pricing Zone 2, as well as exploration by customers in conjunction with their 
above-rail Operators of alternate train operating configurations (for example trials to run large trains 
from the outer regions of the Network and splitting into smaller trains to transit to axle load limited 
adjoining networks).  

ARTC is not a vertically integrated entity and does not engage in above-rail Operations. 

(a) the legitimate business interests of the provider 

As noted above, ARTC considers the HVAU V8 consistent with its legitimate business interests.  
The proposed arrangements afford ARTC an opportunity to earn allowable revenue sufficient to 
recover the efficient costs of operating the rail network, and a return in line with the regulatory and 
commercial risks associated with the operation of the rail network. 

(b) the public interest, including the public interest in having competition in markets 
(whether or not in Australia) 

The HVAU V8 supports the efficient operation of the Hunter Valley coal supply chain, part of a major 
export market, and supports investment in the coal mining sector by continuing the access terms 
established as part of a transparent, well-understand and predictable framework. 

(c) the interests of persons who might want access to the service 

The HVAU V8 supports the interests of Access Seekers and Access Holders by continuing the 
access terms established as part of a transparent, well-understood and predictable framework and 
offering important commercial protections, including non-discriminatory pricing and access rights 
and the right to arbitration. Provisions enabling the assignment and temporary trading of path 
usages continue in the AHAs. 

ARTC’s allowable revenue is subject to prudency and efficiency testing by the ACCC on an annual 
basis, which provides a limit on the extent to which the cost of access may become a barrier for 
Access Holders and Access Seekers. In addition to the ACCC ex post assessment of the efficiency 
and prudency of ARTC’s expenditure, the RCG is responsible for endorsing capital expenditure and 
will be consulted on ARTC’s maintenance plans. Membership of the RCG has been expanded to all 
Access Holders.  

ARTC’s commitment to the step increase the practical track utilisation in the constraining single line 
sections of the Network to 73.5% for the term supports the interest of Access Seekers by providing 
an efficient way to increase volumes on the Network by offsetting the investment otherwise required 
in additional crossing loops and by avoiding the associated construction lead times which could be 
up to 4-5 years. 
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5 Key Changes In The HVAU V8 
The changes included in the HVAU V8 are in direct response to feedback from stakeholders through 
the engagement process and to reflect the agreed package of updates for the renewal of the HVAU.  

The below outlines the key substantive changes included in the HVAU V8 on a section-by-section 
basis. 

5.1 Preamble 

5.1.1 Request For Information (Section 1.5, 1.6) 
ARTC has reduced the timeframes associated with ACCC requests for information and included a 
new provision to allow for the ACCC to make informal requests for background or clarifying 
information. 

5.2 Scope & Administration 

5.2.1 Grant, Duration & Review Of Undertaking (Sections 2.2, 2.3) 
Section 2.2(a) has been revised to include a listing of the prior versions of the HVAU and the 
respective ACCC approval dates. 

The termination date for the HVAU V8 is set at 31 December 2026. The HVAU V8 will be taken to 
have commenced operation on 1 July 2021 once the ACCC approval of the variation takes effect. 

Whilst some of the agreed changes to the HVAU are intended to apply for the renewal period (ie 1 
January 2022 to 31 December 2026), with the early commencement of the rate of return and RML, 
the HVAU V8 has a term of five-and-a-half-years.  

ARTC has also included a commitment to commence consultation on the terms to apply to the 
HVAU post 2026 during the second half of 2024. 

5.3 Access Pricing Principles 
This section of the HVAU gives effect to the commercial settings and pricing mechanism agreed 
between ARTC and its customers.  

Pursuant to Section 2.3(d) of the HVAU V7, ARTC has reviewed arrangements relating to the loss 
capitalisation in Pricing Zone 3 in consultation with customers and loss capitalisation will conclude 
by the end of calendar year 2022. This will result in two different sets of access pricing principles 
over the course of the HVAU V8 based on whether Capitalised Losses apply. To aid readability, the 
drafting has been split into two timeframes -.the period 1 July 2021 to 31 December 2022 and the 
period for 1 January 2023 onward. 

5.3.1 Application (Section 4A.1) 
This section confirms the applicable provisions in Section 4 or Schedule J depending on the 
relevant time period. Schedule J applies for 2021 and 2022, which is the period that Capitalised 
Losses for Pricing Zone 3 applies. Sections 4.1 to 4.10 of the main body of the HVAU will apply from 
1 January 2023. 

This section also provides a reference point to the applicable versions of the HVAU for Compliance 
Assessments to be undertaken and/or determined by the ACCC during the term of the HVAU V8.  

Schedule J will fall away after the Compliance Assessment for calendar year 2022 has been 
completed.  
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5.3.2 Price, Floor Limit & Ceiling Limits, (Sections 4.1, 4.2, 4.3 / 4J.1, 4J.2, 4J.3) 
Schedule J (for 2021 and 2022) 

These provisions are intended to operate as they currently do, other than for the removal of the 
separate PZ3 Constrained Network. Given loss capitalisation applies for calendar years 2021 and 
2022, the dual ceiling concept would not have had effect during this period in any case. 

Pricing Zone 3 will continue to contribute Variable Maintenance Costs and Incremental Capital 
Costs in Pricing Zone 1 while Capitalised Losses apply. 

The existing definition of the Constrained Network has been merged into the clause to aid 
readability and the drafting for the Ceiling Limit has been broken down into components to better 
reflect that the concept of a combinatorial stand alone ceiling test model considers various 
combinations of train paths against the various related economic costs. This drafting change does 
not alter the application of the model. 

For 2021, a formula is included to calculate the amount of ARTC Ad Hoc Revenue Share that ARTC 
is entitled to retain for 2021 and will not be treated as Access revenue for the purpose of the 
reconciliation against the Ceiling Limit. 

The process for determining the ARTC Ad Hoc Revenue Share is: 

• On a month to month basis, customers will continue to be invoiced for Ad Hoc Charges 
under the AHA where their actual Path Usages in a month exceed their Base Path Usages, 
traded paths and tolerance. 

• After the end of each calendar year, ARTC undertakes a reconciliation of Path Usages 
under clause 5.4 of the AHA to determine if there is an Ad Hoc Charge Rebate. The table 
below illustrates the existing reconciliation of Path Usages that takes place annually. The 
definitions and components in the formula for the reconciliation are set out in the AHA: 

 

Access Holder / Train Path 
Access Holder A –  

Load Point 1 
Access Holder B –  

Load Point 1 

Pricing Zone PZ1  PZ1 PZ2 

Annual Contracted Path Usages 
(ACP) 400 950 950 

Total Actual Path Usages (APU) 397 970 970 

Paths (Under) / Over Contract 
(ACP- APU) (3) 20 20 

Ad Hoc Paths Invoiced (Ad Hoc 
Path Usages) 12 30 30 

Ad Hoc Paths to be rebated (ACP – 
(API- Ad Hoc Path Usages) 12 10 10 

Ad Hoc Path Usages that are not 
subject to a rebate 0 20 20 
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• The following table illustrates the calculation of the ARTC Ad Hoc Revenue Share set out in 
section 4J.3(d)(iii): 

 

Access Holder / Train Path 
Access Holder A –  

Load Point 1 
Access Holder B –  

Load Point 1 

Excess Ad Hoc Paths (APUExcess) 
(equal to Ad Hoc Path Usages that 
are not subject to a rebate per table 
on prior page) 

0 20 20 

APUExcess x 0.5 0 10 10 

Average Ad Hoc Charge Paid 
under AHA during 2021 H2 Period 
(ie per HVAU V8) (Ad Hoc TOPPU) 

$7,000 $11,000 $9,000 

ARTC Ad Hoc Revenue Share 
(ShareAd Hoc) $0 $110,000 $90,000 

 

Main body of HVAU (2023 onward) 

The changes in these sections reflect the application of a single Ceiling Test for the Constrained 
Network, with the Constrained Network not being defined as a static group of Segments. The 
Constrained Network, which currently comprises Segments in Pricing Zones 1 and 2, will expand to 
include Segments in Pricing Zone 3 after loss capitalisation ends. A single Ceiling Test for the 
Constrained Network is consistent with the drafting and intended operation in the HVAU V1 to 
HVAU V6. 

Section 4.1(c) reflects the agreed pricing arrangement that prices for Pricing Zone 3 Access Holders 
for calendar year 2023 will be set so that Pricing Zone 3’s contribution to the Fixed Costs of Pricing 
Zone 1 equals 33 per cent of the amount that would otherwise be their full proportional share. 
Constrained Coal Customers in Pricing Zone 1 and 2 will contribute the remaining Fixed Costs for 
Pricing Zone 1 in 2023. This arrangement is for 2023, being the first year following the end of 
Capitalised Losses. It is intended that Pricing Zone 3 contribute their full proportional share of Fixed 
Costs in Pricing Zone 1 beyond 2023. 

Changes have been made to both section 4.3 and section 4J.3 to aid readability of the Ceiling 
Limits.  

5.3.3 Regulatory Asset Base (Section 4.4 / 4J.4) 
All historical provisions relating to the initial RAB and RAB Floor Limit, addition of New Segments 
and the one-off adjustment for Pricing Zone 3 Access Holders for the 2016/2017 backdating period 
have been removed to streamline the drafting in both Schedule J and the main body of the HVAU. 

The drafting in section 4J.4 (a) provides for the Pricing Zone 3 portion of any ARTC Ad Hoc 
Revenue Share for 2021 to be excluded from Out-turn Revenue for the RAB roll forward in that 
year. The RAB provisions in section 4.4(a) are not required in the main body of the HVAU with the 
end of Capitalised Losses. 

The annual RAB Floor Limit roll forward methodology is unchanged, however drafting notes have 
been included in both section 4.4(b) and section 4J.4(b) to provide clarity on the application of the 
annual roll forward methodology for the RAB Floor Limit and the associated time periods. This does 
not affect the actual operation of the roll forward. 

The key change in this section for both Schedule J and the main body of the HVAU has been the 
introduction of a CPI mechanism that prevents negative inflation from deflating the RAB Floor Limit 
in the roll forward calculations for 2022 onwards as agreed with customers. In the event of negative 
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CPI, the RAB would not be escalated in future roll forwards until the value of the indexation factor 
exceeds that of the previous maximum value. There is no change to the use of the Sydney All 
Groups September reference point for the CPI Index Number. For clarity, negative inflation could 
apply for the roll forward of the RAB Floor Limit in 2021 under Schedule J. 

Accordingly, from 2022 onwards the CPIt-1 inflation rate, expressed as a decimal, is to be 
determined as follows:  

If the CPI Index Numbert-1 > CPI Index Numbermax, then  

CPIt-1 = (CPI Index Numbert-1  / CPI Index Numbermax) – 1 

 
If the CPI Index Numbert-1 ≤ CPI Index Numbermax then  

CPIt-1 = 0 

where: 

CPI Index Number means the Sydney All Groups Consumer Price Index number 
published by the Australian Bureau of Statistics. 

CPI Index Numbert-1 means the CPI Index Number for the September quarter for year t-1. 

CPI Index Numbermax is: 

where:  

(t-1) is calendar year 2022, the CPI Index Number for the September quarter of 
calendar year 2021. 

(t-1) is calendar year 2023 or a subsequent calendar year, the largest CPI Index 
Number for the September quarter between calendar year 2021 and (t-2) 
(inclusive). 

 

For example, for the 2023 annual Compliance Assessment:  

CPI Index Numbert-1 = September 2023 CPI Index Number 

CPI Index Numbermax = September 2022 CPI Index Number (or September 2021 
CPI Index Number if the 2022 index number is less than the 2021 index number.) 

 

A worked example of the application of the CPI mechanism is provided on the next page. 

  



 

  Page 18 

 

Hunter Valley Coal Network Access Undertaking Version 8 
Explanatory Guide  

December 2020 
 

 
CPI mechanism 
element Units 

Existing CPI 
mechanism  

From 2022 onwards, the RAB Floor Limit is 
not to decrease due to a reduction in CPI 

Calendar Year (t-1) Year 2020 2021 2022 2023 2024 2025 2026 

CPI Index Numbert-1 # 116.8 118.5 120.5 122.5 121.0 122.3 124.3 

CPI Index Numbermax #  - n/a  118.5 120.5 122.5 122.5 122.5 

Is CPI Index Numbert-1 > 
CPI Index Numbermax 

   -  n/a YES YES NO NO YES 

YOY % Change  %  - 1.46% 1.69% 1.66% -1.22% 1.03% 1.64% 

CPIt-1 %  - 1.46% 1.69% 1.66% 0.00% 0.00% 1.43% 

RAB Floor Limitt-1  start $m  - 98.57 100.00 101.69 103.38 103.38 103.38 

RAB Floor Limitt-1  end $m 98.57 100.00 101.69 103.38 103.38 103.38 104.85 

 

The CPI drafting effectively provides a banking mechanism, as illustrated in the worked example 
above, such that:  

• The CPI Index Number is increasing until 2023 and therefore the value of the RAB Floor 
Limit is escalating.  

• In 2024, the CPI Index Number (121.0) falls below the historical maximum index number. 
The historical maximum (122.5) occurred in 2023.  

• The year-on-year CPI percentage change in 2024 is negative (-1.22%), however the CPI 
applied to the RAB Floor Limit in 2024 is limited to 0% to the RAB Floor Limit to prevent 
deflation in value. 

• The opening value of the RAB Floor Limit in 2024 ($103.38m) is held flat across 2024 and 
2025 while the CPI Index Number remains below the historical maximum. 

• When the CPI Index Number again exceeds the historical maximum index number in 2026 
(124.3), the CPI percentage change for 2026 is calculated with reference to the historical 
maximum index:   

o CPI2026 = CPI Index Number2026 / CPI Index Numbermax = 124.3/122.5 = 1.43% 

o This caps the percentage change applied to the RAB Floor Limit in 2026 and 
prevents any double counting of escalation while the index number is rebounding. 

5.3.4 Economic Cost (Sections 4.5 / 4J.5) 
Schedule J (for 2021 and 2022) 

The economic cost provisions in Schedule J are unchanged from the HVAU V7 and in 2021 and 
2022 they will operate as they currently do, except for clarity the drafting removes the references to 
a PZ3 Constrained Network which would not occur during 2021 and 2022 while Capitalised Losses 
apply. 
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Main body of HVAU (2023 onward) 

At the time Capitalised Losses ends in Pricing Zone 3, there is not expected to be any Access 
Holders that operate Train Paths wholly within the Network utilising Segments that are 
unconstrained. However, in the future as contracted volumes over the Network change, it is possible 
that ARTC may not recover the Economic Cost of all Segments which would make those Segments 
unconstrained.  

The intent of the drafting changes is to recognise that the Constrained Network, Constrained Coal 
Customers and Constrained Group of Mines may change over time. More specifically the 
amendments: 

• Reference a singular Constrained Network rather than a separate PZ1/2 Constrained 
Network; 

• Replace the reference to Pricing Zone 3 Access Holders with a more general reference to 
Access Holders who are not Constrained Coal Customers that originate and terminate in 
the Network (consistent with the definition of Constrained Group of Mines in the HVAU V7).     

This approach is equivalent to the treatment of Pricing Zone 3’s contribution to Incremental Capital 
Costs in Pricing Zone 1 currently and under Schedule J (where Pricing Zone 3 Segments are 
treated as unconstrained while Capitalised Losses applies) for any new unconstrained Access 
Holders within the Network. 

5.3.5 Depreciation Of Segment Specific Assets (Section 4.7 / 4J.7) 
ARTC has agreed with customers that the useful economic life of the network should be reflected by 
an assumed weighted average Remaining Mine Life (RML) equal to 21 years commencing 
1 July 2021 (and concluding 30 June 2042). This represents an extension of three years beyond the 
existing Network depreciation period outlined in the HVAU V7 (being 23 years from 1 July 2016 and 
concluding 30 June 2039). 

The parties have agreed that this depreciation period reflects an appropriate balance of risks, 
without focusing on any particular equation to determine the outcome. Given the ever-changing 
nature of coal market risks across demand, supply and societal levels, no equation supporting the 
determination of the RML will be provided as part of this Guide. This continues the approach of prior 
iterations of the HVAU where the parties have negotiated or accepted an RML and submitted to the 
ACCC for approval. 

ARTC notes that all the factors relevant to each party in determining the acceptable allocation of 
risks achieved for this HVAU V8 will be reconsidered as part of the next HVAU reset process. 

5.3.6 Rate Of Return (Section 4.8 / 4J.8) 
The HVAU V8 reflects the rate of return agreed between ARTC and its Customers. This rate of 
return is defined as a pre-tax real rate of return of 4.60 per cent and a pre-tax nominal rate of return 
of 6.43 per cent which will commence from 1 July 2021. 

This continues the approach of prior iterations of the HVAU where the rates of return have been 
negotiated or accepted by ARTC and Customers, with the submitted rate of return approved by the 
ACCC. The parties have agreed that the rates of return reflect an appropriate balance of risks, 
without focusing on a parameter based build up. No rate of return parameters will therefore be 
defined as part of this Guide.  

As noted in Section 4 of this Guide, ARTC considers the rate of return to be consistent with its 
legitimate business interests and in-line with the regulatory and commercial risks associated with 
the operation of the rail network, noting comparisons with relevant regulated benchmarks. The rate 
of return provides appropriate compensation for the step increase in the track utilisation through the 
term of the HVAU V8 which serves to increase ARTC’s service risk profile. 
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5.3.7 Calculating Total Unders And Overs Amount (Section 4.8A / 4J.8A)   
The drafting has been updated in both Schedule J and the main body of the HVAU to remove the 
dual ceiling test for a separate PZ3 Constrained Network. 

The drafting has also been revised to provide clarity that the reconciliation of access revenue 
against the ceiling limit is the determination of the total unders and overs amount.   

Schedule J confirms that ARTC Ad Hoc Revenue Share will not be treated as Access revenue for 
the 2021 Compliance Assessment. 

5.3.8 Distribution Of Unders And Overs (Section 4.9 / 4J.9) 
The key change in this section within Schedule J only is drafting to provide for the end of Capitalised 
Losses for Pricing Zone 3. A mechanism has been included to set the RAB equal to the RAB Floor 
Limit at the end of calendar year 2022 to determine the Final Capitalised Losses Amount. A process 
is included to distribute the Final Capitalised Losses Amount between the Pricing Zone 3 Access 
Holders to zero out the Capitalised Losses balance. The allocation and reconciliation of the Final 
Capitalised Losses Amount between Pricing Zone 3 Access Holders is consistent with the approach 
that applies to the Constrained Coal Customers.  

ARTC has also agreed to recoup any under recovery of the Final Capitalised Losses Amount at the 
end of 2022 from Pricing Zone 3 Access Holders in 12 equal monthly instalments following the 
ACCC’s final determination of the 2022 Compliance Assessment. 

The separate unders or overs accounting process for Pricing Zone 3 Access Holders has been 
removed in both Schedule J and the main body of the HVAU to correspond with the removal of the 
separate PZ3 Constrained Network ceiling test. Consequential drafting changes associated with the 
drafting changes in Section 4.8A have also been made. 

To provide certainty of the timing of the payment or refund, a timeframe of 20 business days has 
also been included to bring the unders and overs balance back to zero from the ACCC’s decision for 
the compliance year under assessment. This timeframe is consistent with the timing under Section 
5.4 of the Access Holder Agreements for the annual TOP and Ad Hoc Charge rebates. 

5.3.9 Annual Compliance (Section 4.10 / 4J.10) 
For the Annual Compliance Assessments for 2021 onwards, if ARTC is unable to submit its annual 
Compliance Assessment by 30 April of the following calendar year due to a delay in finalisation of a 
prior year, then ARTC will seek to agree a revised timetable with the ACCC with the objective to 
expedite the assessment. In these circumstances, ARTC will also give notice to the ACCC and 
Constrained Coal Customers of the indicative estimated total unders or overs amount to provide 
transparency. This is drafted into both Schedule J and the main body of the HVAU. 

Historical provisions relating to the 2016, 2017 and 2018 Compliance Assessments have been 
removed. References to the RAB have been removed in Section 4.10 with the end of Capitalised 
Losses for 2023 onward. 

In respect of the 2018 Compliance Assessment, the agreement by ARTC to defer the recoupment of 
the 2018 under recovery by six months from the ACCC’s final determination, followed by 12 equal 
monthly instalments is included. ARTC has also noted its intention to submit the 2019 and 2020 
Compliance Assessments as a single submission.  

For calendar year 2021, Schedule J recognises that there will be two half-year periods with differing 
rates of return and RML. From 1 January 2021 to 30 June 2021, the existing rate of return of 
5.38 per cent and RML of 23 years from 1 July 2016 apply. From 1 July 2021 to 31 December 2021 
the 4.60 per cent rate of return and RML of 21 years apply.  

ARTC will undertake a single Compliance Assessment for 2021 with separate capital related 
calculations for the two half-year periods. The drafting is consistent with the approach that applied in 
calendar year 2016 when the rate of return and RML were reset mid-year. 
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5.3.10 Annual TUT Audit (Section 4.10A) 
The provisions relating to the annual TUT Audit have been separated from Section 4.10 into a new 
Section 4.10A to allow for the TUT Audit report to be submitted to the ACCC by 30 April of the 
following calendar year independently of the Compliance Assessment (if required due to a delay in 
lodgement of the Compliance Assessment).  

ARTC has also altered the criteria for the appointment of a True up Test auditor. The HVAU V7 had 
strict independence requirements, including not being a professional advisor to ARTC over the past 
three years or having a contractual relationship with any company that ARTC has a contractual 
relationship with. ARTC has also adopted a practice of rotating the identity of the True up Test 
auditor on a three-yearly basis.  

Given the scale of ARTC, it has become increasingly difficult however to identify an auditor every 
three years who satisfies the independence criteria and has the required capability for a regulatory 
audit of this nature. The HVAU V8 introduces a fee limit for a professional advisor to ARTC to 
disqualify for independence of $1,500,000 over the preceding three-year period and a four 
consecutive year limit for each True up Test auditor engagement. A professional advisor who has 
advised ARTC on the system true up test will not be considered independent. 

5.3.11 Standard Access Charge (Section 4.14) 
ARTC has made minor amendments to the Services Envelope to reflect updated train Service 
characteristics for each Pricing Zone. 

For Pricing Zones 1 and 2, the maximum length has been increased by 2 metres to 1,545 metres. In 
late 2019, a trial commenced for a new Service that exceeded the maximum length in the Services 
Envelope by approximately 2 metres but could fit within all locations on the Network, including 
passing loops. ARTC engaged with the RCG on the improved operational performance of the new 
Service and the process to transition this configuration into an ongoing Service. ARTC considers it 
appropriate to make the minor adjustment to the maximum length of the Services Envelope given 
there is no basis to differentiate this Service from other Services within the Services Envelope under 
Section 4.15 of the HVAU. 

For Pricing Zone 1 and 3, the maximum empty speed has increased from 80 km/h to 100 km/h. 
Investigations were undertaken, in consultation with Pricing Zone 3 Access Holders, above-rail 
Operators and the RCG, as part of an improvement program to identify the works to sustain 100 
km/h running speeds for empty coal trains. In mid-2020, the RCG endorsed capital expenditure to 
upgrade level crossings and bridge ends to enable implementation of the higher speeds. Both 
above-rail Operators that service Pricing Zone 3 have the capability to operate at 100km/h in the 
empty direction and ARTC considers it appropriate to revise the Services Envelope characteristics 
to support the improvements. 

5.3.12 Process For Finalising Standard Access Charges (Section 4.20) 
This section confirms that ARTC’s forecast of costs for setting Access Charges must be consistent 
with its Maintenance Plan. The approach for the Maintenance Plan is explained further in section 
5.5.2 below. 

5.3.13 Access Charges From 1 July 2021 To 31 December 2021 (Section 4.22) 
A new section has been included to reflect the Standard Access Charges that will apply for the 
period 1 July 2021 to 31 December 2021. These will be incorporated into the HVAU V8 prior to 
approval by the ACCC. Provision has also been included for ARTC to recalculate charges if the 
effective date of the HVAU V8 is after 1 July 2021 and refund the difference to customers as 
explained in section.3.4 of this Guide above. 

5.3.14 Tier 1 changes to Access Holder Agreements (Section 4.23) 
Given the two different sets of prices during 2021 and potential for a retrospective adjustment to 
Charges due to the timing of the ACCC’s decision to approve the HVAU V8, a Tier 1 change is 
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being made to clause 5.4 of the AHA to ensure the correct calculation of ad hoc rebates and TOP 
rebates arising from the system true up test. 

A Tier 1 change is also being made to Schedule 3 (Charges) of the AHA to give effect to the 
amounts owing and timing for payment under the HVAU, such as for the overs and unders. 
 

5.4 Capacity Management (Section 5) 

5.4.1 System Assumptions (Section 5.1) 
The calculation of the Capacity of the Network is based on a number of assumptions. Section 5.1 of 
the HVAU V8 includes a new sub section (b1) that states that ARTC will include as a Relevant 
System Assumption an assumption that the practical track utilisation for the constraining single line 
sections of track in the Network will be 73.5% for the purpose of determining Capacity for the period 
1 January 2022 to 31 December 2026. This commitment from ARTC is part of the overall package 
for the HVAU, including the rate of return. 

The intent is that the Available Capacity resulting from the higher track utilisation may only be 
contracted for the five-year period.  

5.5 Industry Consultation (Section 9) 

5.5.1 The RCG (Section 9.2) 
The HVAU V8 expands direct membership of the RCG to all Access Holders and removes the 
provisions for smaller Access Holders to appoint a representative for the RCG. ARTC and 
customers consider this preferable given the increasing role of the RCG as a forum for engagement 
and consultation. Above-rail Operators and the HVCCC will continue to be non-voting members of 
the RCG.  

As part of several measures incorporated to increase transparency, ARTC will embed the RCG as a 
forum for consultation and presenting its Maintenance Plans, Key Maintenance Activities and other 
matters that may materially impact the Hunter Valley Coal Chain. The RCG will not gain any formal 
role in endorsing maintenance expenditure and efficiency reviews will continue to be conducted by 
the ACCC on an ex post basis as part of an annual Compliance Assessment.  

There is no change to the voting rights or thresholds for RCG endorsement of projects or Capital 
Expenditure. 

5.5.2 RCG Consultation – Maintenance (Section 9.11) 
During the stakeholder engagement process there was clear feedback from stakeholders that they 
appreciated the way that ARTC engages with the RCG on maintenance related items and costs, 
and the level of maintenance information now provided by ARTC through the annual compliance 
process. Customers also valued ARTC’s cost focus and the level of engagement and updates 
provided to the RCG on operational performance and matters that affect the Coal Chain. 

The HVAU V8 includes a new Section 9.11 that embeds this engagement. The intention under this 
section is for ARTC to continue its existing practices with the RCG and to front end consultation and 
the provision of the Maintenance Plan which comprises maintenance related information that 
typically accompanies the annual Compliance Assessments on an in arrears basis.  

Under this section ARTC’s Maintenance Plan will include an overview of the forward 10-year asset 
management strategy, cyclical timing, maintenance practices, approach to procuring suppliers for 
the maintenance work, structure of possessions and the indicative maintenance budget by zone. 
Further detail for Key Maintenance Activities, which are defined as the top 10 maintenance activities 
by cost for each Pricing Zone, will be included. The Maintenance Plan must be circulated to the 
RCG by the end of August in each year to allow sufficient time for consultation prior to finalising the 
Standard Access Charges. 
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ARTC will continue its reporting to the RCG of quarterly maintenance costs, scope completion for 
key works after major closedowns and operational performance of the Network. 

5.6 User Funding Option (Section 10) 
The HVAU V8 has been amended to include an explicit acknowledgement that adjustments to 
reflect the applicable corporate tax rate will be part of the no worse off assessment for any user 
funded project. The provision does not seek to define how any adjustment would be determined or 
applied. 

A minor change has also been made to clarify that ‘elects to use’ effectively means to contract the 
Additional Capacity provided through the Contributed Assets. Given the Network is shared 
infrastructure and operationally planned based on the capacity of the Network at relevant locations, 
Access Holder do not get to elect to use individual assets such as individual crossing loops. This 
clarification does not change the intended operation of the section. 

5.7 Definitions (Section 14) 
Whilst the majority of definitions remain unchanged, Section 14 contains some new and amended 
definitions to correspond with the substantive changes outlined in this Guide and to allow for cross 
referencing with the new Schedule J or other drafting changes. ARTC has also removed some 
redundant definitions that are no longer required. 

5.8 Schedule A:1 – Elements of Coal Access Agreements 
Item 23 IAHA Schedule 3: has been amended to add in clause 6 at the end of the existing drafting 
to capture the Tier 1 clause explained at section 5.3.14 of the Guide above. 
It is noted that IAHA Clause 5.4 is already referenced at item 8 as a mandatory provision. 

5.9 Schedule G – Annual Compliance Assessment Information Provision And 
Timing 

Schedule G has been amended to link the provisions relating to Capitalised Losses to Schedule J 
and to confirm that the ARTC Ad Hoc Revenue Share for 2021 as set out in Schedule J is excluded 
from Access revenue for the 2021 Compliance Assessment. There is additional drafting for ARTC to 
provide transparency of the aggregate amount of ARTC Ad Hoc Revenue Share and details of the 
calculation to the ACCC and a breakdown of the Segments that form part of the Constrained 
Network and the Segments that do not form part of the Constrained Network.  

ARTC’s existing process of providing an overview of each Compliance Assessment submission to 
RCG members ahead of lodging with the ACCC has been included in the drafting. 

There has also been some minor streamlining of the drafting at the request of the ACCC. 

5.10 Schedule I – Cost Allocation 
There is no change to the cost allocation methodology and allocators prescribed in Schedule I. 

As part of several measures designed to increase transparency for overhead allocation, ARTC has 
developed a Costing Manual to provide greater explanation of the application of the cost allocation 
approach specified under Section 4.6 and Schedule I of the HVAU. 

The costing manual consolidates the various commentary relating to cost allocation that has been 
provided to the ACCC as part of annual Compliance Assessments and also covers the approach to 
stand alone cost and the treatment of unconstrained Segments in Pricing Zone 1. 

ARTC may update the Costing Manual from time to time if required and will publish the updated 
Costing Manual on its website. 

The Costing Manual is provided for explanation only and does not override the terms of the HVAU. 
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The proposed Costing Manual is provided at Attachment 5.  

6 Key Changes to Indicative Access Holder Agreement (IAHA) forming 
Annexure A to the HVAU V8. 

6.1 Calculation of TOP Rebate and Ad-Hoc Charge Rebate (Clause 5.4) 
A new sub-clause (c1) has been inserted to ensure that any adjustments in charges due to the 
operation of section 4.22(c) of HVAU V8 appropriately flow through to the reconciliations conducted 
under clause 5.4 and the correct rebate amounts determined. 

6.2 Amounts owning under the Access Undertaking (Schedule 3, Clause 6) 
A new clause 6 has been inserted to give effect to the amounts owing and timing for payment under 
the HVAU, such as for the overs and unders. 
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 STAKEHOLDER ENGAGEMENT (NOT FOR PUBLICATION) 
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 ARTC’S SERVICE 
The following table provides an overview of ARTC’s current and proposed service as discussed with 
customers during the stakeholder engagement process, together with references to where the 
service elements are reflected in HVAU V8 and the AHAs.  

 

Service 
Element 

Description Where reflected 

Capacity and 
Maintenance 
Alignment 

• Protocols for capacity 
management that consider 
network capacity & impacts 
on coal chain capacity 

• Maintenance alignment 
providing a >10% direct 
system capacity benefit 

• Integration & synchronization 
of network operations and 
maintenance 

• Active consideration of 
requests to reschedule 
planned maintenance at 
Customer request  

• Benefits of alignment to ARTC 
are small relative to 
Customers 

The protocols for capacity management are contained within a 
range of existing provisions in both the HVAU V8 and the AHA, 
including (but not limited to):  

• HVAU sections 1.1 and 1.3 specifically recognises ARTC’s role 
in the integrated and coordinated planning of the supply chain, 
workable alignment for capacity allocation and utilisation 
between the Network and the coal terminals and the 
development of System Assumptions to apply across the 
Hunter Valley Coal Chain.  

• HVAU section 5 and clause 6 of the AHA details ARTC’s 
obligations for the development of System Assumptions, and 
for the management and analysis of capacity from both a 
Network and Coal Chain perspective and the associated 
consultation to be undertaken with the HVCCC. 

• The negotiating for access process in HVAU section 3 includes 
provisions that facilitate Coal Chain alignment and consultation 
with the HVCCC when considering applications for Coal Access 
Rights. For example:  

o HVAU section 3.6 includes a process for an initial review 
with the HVCCC to assess Coal Chain Capacity impacts ad 
operating requirement.  

o HVAU sections 3.7(a)(ix) and (b) requiring the confirmation 
of sufficient Network Exit Capability. 

• In determining Base Path Usages under clause 3.2 of the AHA, 
ARTC is required to consult with HVCCC and the coal terminals 
and consider the impact on Network Exit Capability and System 
Assumptions on Coal Chain Capacity in determining the annual 
maintenance assumptions. 

• The AHA include provisions for considering the impact on 
Network Capacity and Coal Chain Capacity, and for 
consultation with HVCCC when altering pathing entitlements. 
For example:  

o AHA clause 11.5 for use of Non-Compliant Services and 
making permanent changes to Service Assumptions. 

o AHA clause 16.3 for permanent assignment of Path Usages  

o AHA clause 16.4 for temporary trades of Path Usages. 

The HVAU V8 includes a new section 9.11 that sets out the 
consultation process with the RCG relating to ARTC’s Maintenance 
Plans and coordination of outages. 

The benefits of alignment were independently documented in: 

https://www.accc.gov.au/system/files/ARTC%20Submission%20to%
20ACCC%20Opex%20Review%20-%20Appendix%20A%20-
%20Gattorna%20Alignment.pdf 

 
 

 

https://www.accc.gov.au/system/files/ARTC%20Submission%20to%20ACCC%20Opex%20Review%20-%20Appendix%20A%20-%20Gattorna%20Alignment.pdf
https://www.accc.gov.au/system/files/ARTC%20Submission%20to%20ACCC%20Opex%20Review%20-%20Appendix%20A%20-%20Gattorna%20Alignment.pdf
https://www.accc.gov.au/system/files/ARTC%20Submission%20to%20ACCC%20Opex%20Review%20-%20Appendix%20A%20-%20Gattorna%20Alignment.pdf
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Service 
Element 

Description Where reflected 

Flexibility & 
Pathing 
Opportunities 

• Contract structure provides 
certainty of access balanced 
with flexibility 

• Tolerance and path trading 
provisions support flexibility 
within contracted paths to 
align with shipping 

• Flexible approach to the 
timetable allows planning, 
scheduling and live run 
operations to respond to 
variations, changes and 
recover from losses 

• Opportunities for ad hoc path 
usage over and above 
contracted paths (eg ARTC 
has enabled >5 Mt of volume 
through ad hoc paths in 2019) 

• While customers pay Ad Hoc 
charges, ARTC revenue is still 
limited to the revenue ceiling 

 

The AHAs set out the provisions that provide certainty and flexibility 
of pathing entitlements, including (but not limited to): 

• AHA clauses 3.1 – 3.5 details base path usage entitlements, 
tolerance and ad hoc path usages 

• AHA clause 11.5 – allows Customers to temporarily use train 
services that are not specified in their train path schedule 

• AHA clauses 16.3 -16.6 – outlines the process to permanently 
assign or temporarily trade paths usages across load points 
and with other access holders. 

The Network Management Principles in HVAU Schedule C sets out 
that ARTC will manage trains in accordance with the integrated plan 
prepared by HVCCC and in accordance with system rules that allow 
for the efficient operation of the Hunter Valley Coal Chain. ARTC 
will liaise closely with the HVCCC and members of the live run 
operations group to determine optimum recovery strategies. 

Coal services do not operate on fixed timetabled paths. The 
Network Path Capability is determined under Schedule 2 of the 
AHA and then HVCCC plan trains onto paths based on a whole of 
Coal Chain plan. The System Assumptions Document documents 
the System Assumptions, which include the operational planning 
approach. 

Note that the agreed retention by ARTC of Ad Hoc Revenue above 
the ceiling in 2021 is included in the Schedule J section 4J.3(d). 

Engagement • RCG formally established as 
a forum for consultation &                            
endorsement of capital 
expenditure 

• RCG informally serves as a 
forum to provide transparency 
& engagement on a range of 
network related matters 

• ARTC regularly seeks input 
from Customers and responds 
to info requests 

• ARTC established specific 
forums to provide input and 
oversight from Customers on 
key projects and responses to 
major events affecting the 
network 

• ARTC advocates for its 
Customers interests through 
the HVCCC 

The RCG’s role for consultation and endorsement of capital 
expenditure is set out in HVAU section 9. 

HVAU section 8 includes an engagement and consultation process 
with respect to project initiation and the Hunter Valley Corridor 
Capacity Strategy. 

The informal role of the RCG as a forum for transparency and 
engagement on operational matters, including maintenance plans 
has been embedded in the HVAU new section 9.11. Amendments 
to section 9.2(a)(iii) include consulting with the RCG on any 
maintenance related issues that ARTC considers may materially 
impact the Hutner Valley Coal Chain. 

A new section has also been included HVAU Schedule G to embed 
ARTC’s engagement with the RCG on Compliance Assessment 
submissions ahead of lodgement with the ACCC. 
 
 

Innovation & 
Increased 
Track 
Utilisation 

• Innovative focus to achieve 
continuous improvement (eg 
Network Integration) and step 
changes in operating 
efficiency (eg ANCO) to 
increase track utilisation and 
productivity 

• Pursued path based pricing 
changes to provide incentive 
to increase train size 
(maximising volume per path 
and above-rail scale benefits) 

• Step changes in utilisation, 
leveraging existing network 

This innovative focus has been achieved through a combination of 
ARTC, customer, above-rail operator and HVCCC feedback through 
existing consultation processes under HVAU sections 8 and 9. 

The increase in capacity utilisation from ANCO is reflected in 
ARTC’s calculation of Capacity and Network Path Capability and 
documented in the Hunter Valley Corridor Capacity Strategy. ARTC 
participates in the System Assumptions process with HVCCC 
pursuant to HVAU section 5.1. HVCCC’s System Assumptions 
Document also reflects ANCO. 

Path based pricing was implemented through HVAU V7 and is 
reflected in the access charge structure under HVAU sections 4.12 
to 4.14 and AHA Schedule 3 (Charges). 

The HVAU V8 includes a new section 5.1 (b1) that confirms that the 
commitment to a further step increase in track utilisation will be 
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Service 
Element 

Description Where reflected 

infrastructure  

• Continued development of 
operational data and analytics 
to provide deeper insights and 
predictive capability into 
network performance 

included as an assumption for the constraining single line sections 
of track for the purpose of determining Capacity for the 5 year term 
(2022-2026).  

The HVAU new section 9.11 will allow for continued engagement on 
operational performance and reporting. 
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APPENDIX C SUMMARY OF AMENDMENTS TO THE HVAU  

This document provides a summary of the amendments proposed by ARTC to the HVAU which if accepted will form part of the HVAU version 8.  The mark 
ups are against HVAU version 7. 

Note:  Not all changes made to the relevant documents which merely correct minor typographical, auto-referencing and formatting errors are documented in 
the tables below.  However, every change made to the HVAU for version 8 will be conceptually reflected in the below table. 

1 Amendments to the HVAU 

No HVAU 
Section 

Amendments  Explanation 

1  1.1 Introduction 
(g) 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 Variable Maintenance Costs of Access to the relevant 
Constrained Network. 

Change reflects a return to single 
Constrained Network.    

 

2  1.3 Recognition of Coal Chain Principles 
(c) the development of a set of System Assumptions to apply across the Hunter 

Valley Coal Chain and for ARTC to participate in the development of these 
System Assumptions in so far as they relate to the Network and to reflect 
the applicable Relevant System Assumptions in Access Holder Agreements; 
and. 

Change made for consistency with other 
references in the HVAU. 
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No HVAU 
Section 

Amendments  Explanation 

3  1.5 Formal Rrequest for information 
(a) The ACCC may, by written notice to ARTC, require ARTC to provide 

information or documents that are required by the ACCC to enable it to 
exercise its powers or functions in relation to an material obligation, right or 
process under this Undertaking.  

(b) The written notice must set out:  

(i) in reasonable detail;  

(A) the information or documents required by the ACCC; and  

(B) the reasons why the ACCC requires the information or 
documents,  

(ii) the form in which the information or documents must be provided; 
and  

(iii) the deadline for ARTC to provide the information or documents, 
which must be no less than 14 10 days from the date of ARTC’s 
receipt of the notice.  

(c) ARTC is not required to provide information or documents:  

(i) that ARTC considers, acting reasonably, would be onerous or 
oppressive to provide;  

(ii) not within ARTC’s possession or control;  

(iii) that are the subject of a legitimate claim of privilege; or 

(iv) that are not necessary for the ACCC to exercise its power or 
functions in relation to an material obligation, right or process 
under this Undertaking including, but not limited to, information or 
documents related to the matters specified in section 2.1(c).  

See section 5.1.1 of commentary. 
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No HVAU 
Section 

Amendments  Explanation 

(d) If ARTC receives a request for information or documents to which ARTC 
considers section 1.5(c)(i) or section 1.5(c)(iv) applies, ARTC must advise 
the ACCC by notice in writing no less than 73 days from the date of ARTC’s 
receipt of the notice of:  

(i) the reasons why ARTC considers those sections apply; and,  

(ii) how the request may be modified to address ARTC’s concerns in 
respect to those sections. 

4  1.6 Other requests 

Notwithstanding section 1.5, the ACCC may request background or clarification 
information relating to this Undertaking at any time from ARTC and ARTC will use its 
best endeavours to respond to that request as soon as reasonably practicable.  
Nothing in this section prevents the ACCC making a formal request under section 1.5 
for the same information. 

See section 5.1.1 of commentary. 

5  2.2 Grant and Duration of Undertaking 
(a) This Undertaking is taken to have commenced operation on 1 July 2011 

(“Commencement Date”).  The ACCC has approved the following 
variations: 

Date Version number 

29 June 2011 1 

17 October 2012 2 

See section 5.2.1 of commentary.   
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25 June 2014 3 

22 June 2016 4 

23 November 2016 5 

29 June 2017 6 

29 November 2018 7 

This variation to the Undertaking is version 8.  

Subject to section 2.2(c):  

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

(ii) on and from the Effective Date, all provisions of the Undertaking 
are taken to have commenced operation on 1 July 2011 
(“Commencement Date”); and 

(iii) to the extent that the provisions of the Undertaking are applicable 
to the New Segments, such provisions are taken to have 
commenced operation on the New Segments Commencement 
Date.  

(b) The Undertaking will continue until the earlier to occur of: 

(i) 31 December 20212026; or 

(ii) the withdrawal of this Undertaking in accordance with the CCA,  

being, the term Term of the Undertaking (“Term”), with the period from 1 
July 2016 to 31 December 2021, being the “Extension Period”. 
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No HVAU 
Section 

Amendments  Explanation 

(c) 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 
2.2(a)(i) for a review of the ACCC’s decision to accept this Undertaking and 
the Tribunal affirms the ACCC’s decision, then the Effective Date and the 
Commencement Date will be the time of the Tribunal’s decision.  

(d) ARTC undertakes to the ACCC that it will comply with the terms and 
conditions specified in this Undertaking including in relation to the grant of 
Access Rights to the Network from the earlier of the Commencement Date 
and the Effective Date. 

6  2.3 Variation of Undertaking 
(b) Subject to section 2.3(c):  

(i) the variation to this Undertaking approved on 29 November 2018 
(“Varied Undertaking”), 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 as varied 
byof the Varied Undertaking are taken to have commenced 
operation on 1 January 20191 July 2021 with the exception of the 
provisions necessary for ARTC to determine Charges to apply on 
and from 1 January 2019.For the avoidance of doubt, if the 
Variation Effective Date is after 1 January 2019, then all provisions 
of the Varied Undertaking are taken to have commenced operation 
on 1 January 2019. 

(c) 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) 
for a review of the ACCC’s decision to accept the Varied Undertaking and 

See section 5.2.1 of commentary. 
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No HVAU 
Section 

Amendments  Explanation 

the Tribunal affirms the ACCC’s decision, then the Variation Effective Date 
will be the time of the Tribunal’s decision.  

(d) The separate Ceiling Limit and Constrained Network in relation to Pricing 
Zone 3 has been included in the Varied Undertaking to provide certainty and 
transparency as to the treatment of incremental costs for the remaining 
Term of the Varied Undertaking and is not to be taken as the mechanism 
which will necessarily be included beyond the current Term.  During the 
second half year period of calendar year 2024, ARTC will review and 
commence consultation on the terms to apply for a revised HVAU post 
20212026, having regard to (but not limited to) relevant circumstances ats 
that time including whether any, or all, of the elements of the current pricing 
approach are or continue to be appropriate for all stakeholders at the point 
in time when loss capitalisation in Pricing Zone 3 ends.   

7  2.6 Contact details 
(a) Persons wishing to contact ARTC for further information or to apply for 

Access to the Network should contact ARTC at any of the following 
addresses: 

(i) Australian Rail Track Corporation Limited 

20 Newton Street 
BROADMEADOW   NSW   2292 

Attention: Executive General ManagerGroup Executive Hunter 
Valley Network 
Telephone: (02) 4941 9707 
Facsimile: (02) 4952 0353 

(ii) Australian Rail Track Corporation Limited 

Changes made for updates to ARTC 
position description.  

Minor change to include link to ACCC 
website for Compliance Assessment related 
information.   
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No HVAU 
Section 

Amendments  Explanation 

Locked Bag 1 
BROADMEADOW  NSW  2292 

hvauenquiries@artc.com.au 

(b) Applicants are also encouraged to search ARTC’s internet web site at 
www.artc.com.au on which will be publishedwhere various information will 
be published 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) Standard Access Charges for Services within the Services 
Envelope; 

(iv) prices for which Access has been granted to Services 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 Services which have the 
Services Envelope characteristics; 

(xi) route standards by corridor;  
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No HVAU 
Section 

Amendments  Explanation 

(xii) the Performance Indicators; 

(xiii) a link to the ACCC website where ARTC’s annual compliance 
assessments are published, including information regarding the: 

(A) RAB Floor Limit for each Segment; and 

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

(xiv) [Not used];Ceiling Limit for the relevant Constrained Network 
determined in the most recent annual compliance assessment; 
and 

(xv) Hunter Valley corridor capacity strategy. 

8  3.10 Indicative Access Proposal 
(a)  The Indicative Access Proposal will set out, amongst other things: 

(vi) an initial estimate of the Charges for the Access Rights, based on 
the access pricing principles set out in section 4 or Schedule J 
(as applicable);  

Change made for consistency with section 
heading and to update cross referencing.  

9  4A.1 Application 
(a) This section 4A.1 applies on and from 1 July 2021.  

(b) To reflect the period where Capitalised Losses for Pricing Zone 3 will 
continue to apply: 

(i) sections 4.1 to 4.10 apply on and from 1 January 2023; 

See Section 5.3.1 of commentary.  
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No HVAU 
Section 

Amendments  Explanation 

(ii) the provisions in Schedule J apply to calendar years 2021 and 
2022; and 

(iii) sections 4.10A to 4.23 apply on and from 1 July 2021, and unless 
otherwise specified, for the Term. 

(c) To avoid doubt, annual Compliance Assessments will be carried out in 
accordance with the table below: 

Year under assessment Version of the HVAU  

2018 Version 6 (June 2017 variation), subject to 
the payment terms in section 4J.10(f)  

2019 Version 7 (November 2018 variation) and 
the assessment may be carried out 
together with the 2020 compliance 
assessment (section 4J.10(g)) 

2020 Version 7 (November 2018 variation) and 
the assessment may be carried out 
together with the 2019 compliance 
assessment (section 4J.10 (g)) 

2021 Schedule J of Version 8  
(this Varied Undertaking) 

2022 Schedule J of Version 8  
(this Varied Undertaking) 
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No HVAU 
Section 

Amendments  Explanation 

2023 onward Section 4 of Version 8  
(this Varied Undertaking)  

 

10  4.1 Price 
(b) ARTC must determine prices with the objective that Access revenue from 

Charges from: 

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

(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[Not used] 

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

(c) Despite section 4.1(b), ARTC will set the Access Charges for calendar year 
2023 such that: 

(i) Pricing Zone 3 Access Holders’ contribution to Fixed Costs in 
Pricing Zone 1 equals 33% of the amount that would otherwise be 
their full proportional share of Fixed Costs based on Contracted 
Coal gtkm or Contracted Coal KM as relevant; and; 

(ii) Other Access Holders who are likely to be Constrained Coal 
Customers contribute the remainder of Fixed Costs in Pricing 
Zone 1. 

See section 5.3.2 of commentary. 
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Amendments  Explanation 

11  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 holds Coal Access Rights where the Train 
Paths originate and terminate in the Network, the Incremental 
Capital Costs imposed by that Access Holder in respect of a 
Segment or group of Segments in the relevant Constrained 
Network. 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. 

See section 5.3.2 of commentary. 

 

12  4.3 Ceiling Limits and Access revenue 
(a) “Ceiling Limit” means the Economic Cost of those Segments as determined 

under section 4.5There is a Ceiling Limit for each combination of Segments  
which are required for: 

(i) the provision of any Train Path; or 

See section 5.3.2 of commentary. 
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Amendments  Explanation 

(ii) the provision of a group of Train Paths 

 operated on behalf of a relevant Access Holder or group of Access Holders. 

(a1) “Ceiling Limit” means the Economic Cost of those Segments as determined 
under section 4.5.   

(a2)  The “Constrained Network” means the group of Segments wholly within the 
Network bounded by the mine loading points and the Newcastle port where 
Access revenue on those Segments is likely to reach or exceed the 
Economic Cost for those Segments on a stand alone basis. The Ceiling 
Limit for the Constrained Network is the Ceiling Limit used for the purpose of 
reconciliation under sections 4.8A and 4.9. 

(b) In relation to Segments forming part of Pricing Zone 1 and 2the Constrained 
Network, 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 must not exceed the Ceiling Limit.  

(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 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).[Not used] 

(d) To avoid doubt, Access revenue for the purpose of reconciliation against a 
particularthe 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 

(ii) revenue returned to a Contributor as a result of the operation of a 
user funding agreement between the Contributor and ARTC. 
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13  4.4 Regulatory Asset Base 
(a) Determination of RAB[Not used]  

The Regulatory Asset Base (“RAB”) for a Segment or group of Segments, 
will be determined in accordance with this section 4.4(a). 

The initial value of the RAB (“Initial RAB”) will be: 

(i) in relation to those Segments that have been ascribed a regulatory 
asset value in accordance with the NSW Rail Access Undertaking 
in force at the time immediately preceding the Commencement 
Date, set at the value of those Segments determined in 
accordance with the NSW Rail Access Undertaking as at the 
Commencement Date and if the date those values took effect is 
earlier than the Commencement Date, that part of the Initial RAB 
will be rolled forward to the Commencement Date in accordance 
with the asset valuation roll forward principles under the NSW Rail 
Access Undertaking as at August 2010 or as otherwise agreed 
between ARTC and the Independent Pricing and Regulatory 
Tribunal to determine an opening Initial RAB;  

(ii) in relation to other Segments, initially valued using the depreciated 
optimised replacement cost method of valuing assets, and 
approved by the ACCC.  The optimised replacement cost means 
the cost of replacement by commercially efficient application of 
best known currently available technology based on existing 
capacity and performance characteristics of the asset.   

In relation to the Segments identified as forming part of Pricing Zone 3 in 
Schedule E, the RAB will be rolled forward annually according to the 
following methodology: 

RABt start =RABt-1 end =  

See section 5.3.3 of commentary. 
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(1 + RoR) x RABt-1 start – Out-turn Revenuet-1 + Out-turn Opext-1 + Net 
Capext-1 x (1 + 0.5 x RoR) 

where: 

RABt start is RAB at the start of the relevant calendar year (t) (which, for the 
first year following the Commencement Date or the New Segments 
Commencement Date (as applicable), would be the Initial RAB). 

RABt-1 end is the RAB at the end of the preceding calendar year (t-1). 

RABt-1 start is the RAB at the start of the preceding calendar year (t-1). 

RoR is the nominal pre tax Rate of Return. 

 Out-turn Revenuet-1 is the total Access revenue earned by ARTC in the 
preceding calendar year (t-1) but will not include: 

(i) a Capital Contribution received from an Applicant or an Access 
Holder; or 

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

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. 

Out-turn Opext-1 is the total operating expenditure incurred by ARTC in the 
preceding calendar year (t-1), on an Efficient basis, determined in 
accordance with sections 4.5(a)(i), (iv) and 4.5(b). 

Net Capex t-1  is the net additions to the RAB in the preceding calendar year 
(t 1), that is out turn Capital Expenditure by ARTC less the written down 
value of any disposals during the preceding calendar year (t-1) on a Prudent 
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basis, including interest cost incurred during construction up until 1 July in 
the calendar year the asset was commissioned, capitalised in the year the 
asset was commissioned and determined by reference to the relevant form 
of the Rate of Return (to the extent that Capital Expenditure is incurred on a 
Prudent basis, including interest cost), but will not include Capital 
Contributions.  

(b) RAB Floor Limit 

The RAB Floor Limit for a Segment or group of Segments will be: 

(i) [Not used];as at the Commencement Date or the New 
Segments Commencement Date (as applicable), the 
Initial RAB; 

(ii) rolled forward annually according to the following 
methodology 

RAB Floor Limitt start = RAB Floor Limitt-1 end =  

(1 + CPIt-1) x RAB Floor Limitt-1 start + Net Capext-1 – 
Depreciationt-1 

where: 

t-1 = the year subject to the annual Compliance Assessment. For 
example, t-1 = 2023 for the 2023 Compliance Assessment. 

RAB Floor Limitt start is the opening balance for the subsequent 
annual Compliance Assessment and is equal to the RAB Floor 
Limitt-1 end.  For example, the 2023 Compliance Assessment rolls 
forward the RAB Floor Limit values at the end of 2023 to set the 
opening RAB Floor Limitt start at 1 January 2024, which is equal to 
the closing value of the RAB Floor Limit at 31 December 2023 as 
approved and published by the ACCC in its final determination for 
the 2023 Compliance Assessment. is the RAB Floor Limit at the 
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start of the relevant calendar year (t) (which, for the first year 
following the Commencement Date or the New Segments 
Commencement Date (as applicable), would be the Initial RAB). 

RAB Floor Limitt-1 end is the RAB Floor Limit at the end of the 
preceding calendar year (t-1), as approved and published by the 
ACCC in its annual compliance final determination for t-1. 

RAB Floor Limitt-1 start is the RAB Floor Limit at the start of the 
preceding calendar year (t-1).  

CPIt-1 is the inflation rate, expressed as a decimal, to be applied to 
the RAB Floor Limit for the preceding calendar year (t-1), 
determined: by reference to the CPI for the September quarter of 
that year 

where 

If the CPI Index Numbert-1 > CPI Index Numbermax,  
then CPIt-1 = (CPI Index Numbert-1  / CPI Index Numbermax) - 1 

If the CPI Index Numbert-1 ≤ CPI Index Numbermax, then CPIt-1 = 0 

Where 

CPI Index Number means the Sydney All Groups Consumer 
Price Index number published by the Australian Bureau of 
Statistics. 

CPI Index Numbert-1 means the CPI Index Number for the 
September quarter for year t-1. 

CPI Index Numbermax is the largest CPI Index Number for the 
September quarter between calendar year 2021 and (t-2) 
(inclusive). 
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(Explanatory note: From 2022, the RAB Floor Limit is not to 
decrease due to a reduction in CPI. 

In the event CPI decreases, CPI is to be set to zero for that year. 
CPI will continue to be set to zero in subsequent years until the 
CPI Index Number has recovered to the CPI Index Number 
maximum value. 

Once the CPI Index Number is greater than the CPI Index Number 
maximum value (ie CPI is again increasing and a new maximum 
has been set), the change in CPI will be the new CPI Index 
Number compared to the previous maximum value. 

For example, for the 2023 annual Compliance Assessment: 

CPI Index Numbert-1 = September 2023 CPI Index Number; and 

CPI Index Numbermax = September 2022 CPI Index Number (or 
September 2021 CPI Index Number if the 2022 index number is 
less than the 2021 index number).) 

Net Capext-1 is the net additions to the RAB Floor Limit in the 
preceding calendar year (t-1) that is out-turn Capital Expenditure 
by ARTC less the written down value of any disposals during the 
preceding calendar year( t-1) on a Prudent basis, including 
interest cost incurred during construction up until 1 July in the 
calendar year the asset was commissioned, capitalised in the year 
the asset was commissioned and determined by reference to the 
relevant form of the Rate of Return (to the extent that Capital 
Expenditure is incurred on a Prudent basis, including interest 
cost), but will not include Capital Contributions. 

Depreciationt-1 is Depreciation applicable to the RAB Floor Limit in 
the preceding calendar year (t-1) in accordance with section 4.7. 
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14  4.5 Economic Cost 
(b) All costs described in sub-sections (a)(i), (iv), (v) and (vi) and all operating 

expenditure in section 4.4(a) are to be assessed on an Efficient basis.  

(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 Access Holders who are not 
Constrained Coal Customers and hold Coal Access Rights where 
the Train Paths include that Segment and originate and terminate 
in the Network, and Pricing Zone 3 Access Holders on the basis of 
either: 

(A) Contracted Coal gtkm; or 

(B) Contracted Coal KM, 

consistent with the Capital Allocation adopted under sections 
4.5(e)(ii) and 4.5(e)(iii); 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 

(B) Train KM usage, 

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

See section 5.3.4 of commentary. 
Reference to operating expenditure deleted 
on the basis that Out-turn opex is included in 
the calculation of the RAB which has been 
removed with the deletion of section 4.4(a).  
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(h) In determining the Economic Cost of a Segment, ARTC will fourthly exclude: 

(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 on those Segments 
who are not Constrained Coal Customers and hold Coal Access 
Rights where the Train Paths originate and terminate in the 
Network. 

15  4.6 Cost allocation 
(a) For the purposes of section 4.5, Non-Segment Specific Costs and 

depreciation of, and return on, Non-Segment Specific Assets will be 
allocated to Segments in accordance with the following principles: 

(i) where possible, costs will be directly attributed to a Segment;  

(ii) where attribution under clause section 4.6(a)(i) is not possible, 
Non-Segment Specific Costs and depreciation of, and return on, 
Non-Segment Specific Assets will be allocated in accordance with 
Schedule I; 

Change made for consistency with other 
cross references in the HVAU. 

16  4.7 Depreciation 
(a) Depreciation is to be calculated for each calendar year, using a straight line 

methodology (unless otherwise agreed with an Access Holder and approved 

See section 5.3.5 of commentary.  
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by the ACCC) with respect to specific assets and the estimate of the 
remaining useful life of the assets. 

(b) [Not used]The useful life of a Segment or group of Segments is to be 
determined having regard to: 

(i) the average remaining mine life of coal mines utilizing the Pricing Zone 
of which that Segment or group of Segments forms part; 

(ii) average mine production levels anticipated during the Term having 
regard to Coal Chain Capacity at any time; and 

(iii) marketable coal reserves estimated for each mine existing at the time 
of the determination or expected to commence during the 5 year period 
following the time of the determination.  

The average remaining mine life of coal mines utilising a Pricing Zone may 
vary between Pricing Zones as approved by the ACCC.  

(c) For the Extension PeriodOn and from 1 July 2021, the useful life of a 
Segment or group of Segments is deemed to be 23 21 years commencing 1 
July 20162021. 

17  4.8 Rate of Return 
(a) Subject to sub-section (b), for the Term of the Undertaking until 1 July 

2016On and from 1 July 2021, the real pre-tax Rate of Return is 9.104.6% 
and the nominal pre-tax Rate of Return is 11.836.43%. 

(b) For the Extension Period, the real pre-tax Rate of Return is 5.38% and the 
nominal pre-tax Rate of Return is 7.91%. 

See section 5.3.6 of commentary.  
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18  4.8A Reconciling Access revenue against Ceiling LimitsCalculating total unders and 
overs amount 
(a) ARTC will reconcile compare total Access revenue from Constrained Coal 

Customers against the relevant applicable total Ceiling Limits as part of 
each Compliance Assessment. 

(a1) The difference will result in the unders and overs amount. 

(a2) If the unders or overs amount is positive (ie where Access revenue is 
greater than the Ceiling Limit), then the overs amount will be distributed to 
Constrained Coal Customers in accordance with section 4.9. 

(a3) If the unders or overs amount is negative (ie where Access revenue is less 
than the Ceiling Limit), then the unders amount will be paid to ARTC in 
accordance with section 4.9. 

(a4) The total unders or overs amount may need to be adjusted in accordance 
with a determination by the ACCC.  

(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.[Not used] 

(c) In allocating and recovering Access revenue from a Pricing Zone 3 Access 
Holder to Segments (including those in Pricing Zone 1), ARTC must:[Not 
used] 

 (i) first allocate and recover an amount of Access revenue equal to 
the Floor Contribution for each Segment traversed by that Pricing 

See section 5.3.7 of commentary. 
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Zone 3 Access Holder and, for Segments in Pricing Zone 1, such 
Access revenue is to 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.[Not used] 

19  4.9 Unders and overs accountingDistribution of unders and overs amount 
(a) [Not used]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. 

(b) For each Constrained Coal Customer, ARTC will: 

(i) establish a Constrained Coal Customer Account; 

See section 5.3.8 of commentary.  
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(ii) determine the annual allocation of the total unders or overs 
amount for each Ceiling Limit to each applicable Constrained Coal 
Customer in accordance with the methodology specified at (iii); 

(iii) 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 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;  

(iv) add or subtract the annual allocation for the calendar year from the 
opening balance in each applicable Constrained Coal Customer 
Account in determining the closing balance of the applicable 
Constrained Coal Customer Account for that calendar year; 

(v) advise each Constrained Coal Customer of the details of its 
Constrained Coal Customer Account; and 

(vi) reconcile the Constrained Coal Customer Accounts by one of two 
methods, being: 

(A) ARTC bringing the closing balance of each Constrained 
Coal Customer Account back to zero by refunding or 
collecting the applicable amount to or from, respectively, 
each Constrained Coal Customer within 20 Business 
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Days of the ACCC making its final determination for the 
relevant Compliance Assessment; or 

(B) mutual agreement between the parties, which must 
result in an outcome that is equitable for all Constrained 
Coal Customers. 

20  4.10 Annual ACCC compliance assessment 
(a) Subject to sub section (a1h), 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 Compliance Assessment, in respect of the previous calendar 
year documentation detailing the roll forward of the RAB Floor Limit: 

(i) documentation detailing roll-forward of the RAB and the RAB Floor 
Limit, and comparisons between RAB and RAB Floor Limit;  

(ii) where documentation in (i) above demonstrates that RAB is at or 
below RAB Floor Limit, documentation detailing calculations 
relevant to reconciliation of Access revenue with the applicable 
Ceiling Limit and calculation of any allocation of the total unders 
and overs amount; and 

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

(a1) If due to a delay in the finalisation of Compliance Assessments from 
previous years, it is not reasonably possible for ARTC to comply with sub-
section (a), then before 30 April of the year following the compliance year 
under assessment, ARTC must 

See section 5.3.9 of commentary.  

Reference to operating expenditure deleted 
on the basis that Out-turn opex is included in 
the calculation of the RAB which has been 
removed with the deletion of section 4.4(a). 
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(i) propose and seek to promptly agree with the ACCC a revised 
timetable for the Compliance Assessment with the objective of 
expediting the assessment to the extent practicable; and 

(ii) give notice to the ACCC and Constrained Coal Customers of its 
indicative estimate of the total unders and overs amount for the 
relevant compliance year under assessment 

(d) The ACCC will determine whether ARTC has undertaken: 

(i) roll-forward of the RAB and RAB Floor Limit in accordance with the 
Undertaking and, where the roll forward is not in accordance with 
the Undertaking, determine what closing RAB or RAB Floor Limit 
would be in accordance with the Undertaking; 

(ii) when required, the calculations relevant to reconciliation of Access 
revenue with the applicable Ceiling Limit and calculation of any 
allocation of the total unders and overs amount in accordance with 
the Undertaking, and where the calculations are not in accordance 
with the Undertaking, determine what total unders and overs 
amount or allocation would be in accordance with the Undertaking 
having regard to the operation of its unders and overs account; 

(iii) in determining whether ARTC has complied with the provisions of 
section 4.4 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 or Capital Allocations have 
been endorsed by the RCG in accordance with section 9, the 
ACCC will not consider whether that Capital Expenditure is 
Prudent or review the Capital Allocation;  

(iv) the ACCC will publish its findings on its website and/or circulate to 
Access Holders in relation to the matters for its determination; and 
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(v) ARTC will revise the closing RAB Floor Limit and manage 
Constrained Coal Customer Accounts in accordance with any 
determination by the ACCC. 

(e) The ACCC will determine whether ARTC has incurred Efficient costs and 
Efficient operating expenditure in accordance with section 4.5(b), and 
determine the change (if any) to: 

(i) the total unders and overs amount or allocation; and 

(ii) closing RAB and RAB Floor Limit in section 4.4, 

that results from Economic Cost under section 4.5(a) only including Efficient 
costs and Efficient operating expenditure determined in accordance with 
section 4.5(b). 

21  4.10A 4.10A(f) Annual TUT Audit 

(ai) At least three months prior to the end of a previous calendar year, 
ARTC will: 

(iA) advise the ACCC in writing of the identity of the person 
that it proposes to appoint as the auditor (“Proposed 
Auditor”) to audit ARTC’s compliance with its obligations 
under Schedule 2 of Access Holder Agreements in 
relation to the performance of the system true up test in 
each Pricing Zone in that calendar year (“TUT Audit”); 
and 

(iiB) provide such information or documents that the ACCC 
requires to assess the skill and independence of the 
Proposed Auditor, and the proposed terms of 
engagement and confidentiality arrangements. 

See section 5.3.10 of commentary. 
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(bii) The Proposed Auditor must have the relevant skill to perform the 
TUT Audit and be independent of ARTC. Without limitation, the 
Proposed Auditor is not independent if he or she: 

(iA) is a current employee or officer of ARTC or its Related 
Bodies Corporate; 

(iiB) has been an employee or officer of ARTC or its Related 
Bodies Corporate in the past 3 years; 

(iiiC) in the opinion of the ACCC, holds an interest in ARTC or 
its Related Bodies Corporate; 

(ivD) has within the past 3 years been a professional adviser 
to ARTC or its Related Bodies Corporate, and in this role 
as professional adviser: 

(A) received from ARTC more than $1,500,000 in 
fees aggregated over the 3 year period 
(excluding GST); or 

(B) has advised on matters relating to the system 
true up test (other than undertaking the TUT 
Audit); 

(Ev) has a contractual relationship, or is an employee of a 
firm or company that has a contractual relationship, with 
ARTC or its Related Bodies Corporate. 

(iiic) If, within 5 Business Days of receipt by the ACCC of the 
information or documents from ARTC referred to in section 
4.10(f)(i), or such further period as required by the ACCC and 
notified to ARTC: 

(Ai) the ACCC does not object to the Proposed Auditor, 
ARTC will appoint the Proposed Auditor as auditor to 
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conduct the TUT Audit (“Auditor”) as soon as practicable 
on terms approved by the ACCC; or 

(Bii) the ACCC does object to the Proposed Auditor, ARTC 
will as soon as practicable appoint a person identified by 
the ACCC as the Auditor on terms approved by the 
ACCC, 

and forward to the ACCC a copy of the executed terms of 
engagement of the Auditor. 

(ivd) Following the appointment of the Auditor in accordance with 
section 4.10(f)(iii), ARTC will instruct the Auditor to conduct the 
TUT Audit as soon as practicable in accordance with the approved 
terms referred to in section 4.10(f)(iii). 

(ev) Subject to the Auditor continuing to meet the requirements in 
section 4.10(f)(ii) for the period of appointment, ARTC may 
appoint the Auditor to conduct the TUT Audit for a period of no 
more than 4 consecutive calendar years. 

(fvi) A person who is, or who has been, appointed as Auditor is eligible 
for re-appointment as Auditor, and will not be taken to fail the 
independence requirement on the sole basis that the person was 
previously appointed as Auditor under this section 4.10A. 

(gvii) ARTC will maintain and fund the Auditor and will indemnify the 
Auditor for reasonable expenses and any loss, claim or damage 
arising from the performance by the Auditor of functions required 
to be performed in conducting the TUT Audit, except where such 
expenses, loss, claim or damage arises out of the negligence, 
fraud, misconduct or breach of duty by the Auditor. 
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(hviii) The actual costs reasonably incurred in connection with the 
conduct of the TUT Audit (which will include those costs referred to 
in section 4.10(f)(vii)) will be included in the Economic Costs. 

(iix) ARTC will provide to the Auditor any information or documents 
requested by the Auditor that the Auditor reasonably considers 
necessary and relevant for conducting the TUT Audit. 

(jx) Not later than 30 April of the following calendar year, ARTC will 
provide the final written report of the TUT, as prepared by the 
Auditor (“Final Audit Report”), to the ACCC to review as part of 
the annual compliance assessment process under this 
Undertaking. 

(kxi) The ACCC will review the Final Audit Report and will decide, and 
will notify ARTC of, any amounts of underpayment of rebates that 
are owing to Access Holders or amounts of overpayment of 
rebates ARTC is entitled to recover. 

(lxii) If, at any time after receiving the Final Audit Report, the ACCC 
considers that a reconciliation between ARTC and Access Holders 
in respect of the incorrect calculation of rebates under the system 
true up test under schedule 2 of Access Holder Agreements will 
not materially affect the unders and overs accounting or it is 
appropriate to do so having regard to any timetable for a 
Compliance Assessment under section 4.10(a1) or section 
4J.10(a1) (as applicable), then the ACCC will decide the amounts 
to be made or recovered by ARTC. 

(mxiii) Within 15 Business Days of receiving notification from the ACCC 
under section 4.10(f)(xi), ARTC will inform the individual Access 
Holders of any amounts of underpayment of rebates owing to them 
or amounts of overpayment of rebates they are required to remit to 
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ARTC as determined by the ACCC in accordance with clause 2.8 
of Schedule 2 of the Access Holder Agreements. 

(nxiv) Within 15 Business Days of giving that notice, ARTC will make 
payments of the amounts owing as advised under section 
4.10(f)(xiii) to individual Access Holders and is entitled to recover 
from Access Holders any amounts owing to it in accordance with 
clause 2.8 of Schedule 2 of the Access Holder Agreements. 

(g) For the purpose of carrying out ARTC’s annual compliance assessment for 
the 2016 calendar year, sections 4.9 and 4.10 and Schedule G will apply 
as follows:  

(i) a single annual compliance assessment will be undertaken with 
non-capital costs calculated on an annual basis and calculations 
for RAB, RAB Floor Limit, depreciation and Rate of Return 
calculated for each half year period in the 2016 calendar year, 
being:  

 (A) the period commencing on 1 January 2016 and ending 
on 30 June 2016 (“Initial 2016 Period”); and  

 (B) the period commencing on 1 July 2016 and ending on 31 
December 2016 (“Extension 1 Period”), 

 (each a “Review Period”) to take into account the different Rates 
of Return and average remaining mine life applying in each 
Review Period and, unless specified in this section 4.10(g) 
relevant references to the “previous calendar year”, “preceding 
calendar year”, “calendar year” and items referable to, or matters 
to be determined on, an annual basis in the Undertaking will be 
interpreted accordingly;  

(ii) ARTC will submit to the ACCC documentation in accordance with 
requirements of section 4.10 and Schedule G in respect of the 
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2016 calendar year and each Review Period as applicable by four 
months after the ACCC determination for the compliance 
assessment for the 2015 calendar year;  

(iii) the ACCC will make a determination under sections 4.10(d) and 
4.10(e) in respect of the: 

(A) Initial 2016 Period – based on the Rate of Return 
specified in section 4.8(a) and the average remaining 
mine life determined by the ACCC in its final decision on 
the Undertaking of 29 June 2011; and 

(B) Extension 1 Period – based on the Rate of Return 
specified in section 4.8(b) and the average remaining 
mine life in section 4.7(c);  

(iv) for the purpose of section 4.10(f), the TUT Audit will continue to 
be done on a full calendar year basis for the 2016 calendar year; 
and 

(v) in applying section 4.9(b)(vi) in reconciling the Constrained Coal 
Customer Accounts, ARTC may do so on an aggregate basis for both Review 
Periods. 

22  4.14 Standard Access Charge  
Summary of amendments 

In Pricing Zone 1: 

• Maximum length amended to 1545 metres. 
• Maximum speed empty amended to 100kmh. 

See section 5.3.11 of commentary.   
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In Pricing Zone 2: 

• Maximum length amended to 1545 metres. 

In Pricing Zone 3: 

• Maximum speed empty amended to 100kmh.  

23  4.20 Process for finalising Standard Access Charges 
(b) Each calendar year, ARTC will determine its annual forecast of costs for the 

Network in each Pricing Zone which are to be recovered by ARTC in the 
next calendar year where such forecasts must be consistent with its 
Maintenance Plan. 

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

(iii) in respect of calendar year 2022, ARTC’s forecast RAB value of 
the aggregate of Segments in of Capitalised Losses for 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 Access Holders.   

See section 5.3.12 of commentary. 

Change for consistency of references to 
Capitalised Losses. 
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24  4.22 Access Charges from 1 July 2021 to 31 December 2021 
(a) The following Standard Access Charges will apply on and from 1 July 2021 

to 31 December 2021 inclusive (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): 

[Prices to be inserted prior to approval of version 8] 

 (b) ARTC will notify the Access Charges for Services which are not within the 
Services Envelope to relevant Access Holders within 10 Business Days of 
the Variation Effective Date where such charges must be determined by 
ARTC in accordance with sections 4.15 and 4.16.  To avoid doubt, the 
charges under this sub-section (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.   

 (c) If the Variation Effective Date occurs after 1 July 2021, then ARTC will 
refund or charge any difference between amounts charged pursuant to the 
pricing under Version 7 of this Undertaking and the amounts that should 
have been charged from 1 July 2021 under this Version 8 of this 
Undertaking.  ARTC will refund or invoice the difference within 20 Business 
Days of the Variation Effective Date for Standard Access Charges and 
within 30 Business Days of the Variation Effective Date for Access Charges 
for Services which are not within the Services Envelope.  Section 4.23(b) 
will apply for the calculation of ad hoc rebates and applying the system wide 
true up test. 

See section 5.3.13 of commentary. 
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25  4.23 Tier 1 changes to Access Holder Agreements 

(a) Under clause 19.1 of each Access Holder Agreement, the parties agree that 
changes to a Tier 1 (Mandatory) Provision in the indicative access holder 
agreement included in the Undertaking will be automatically incorporated 
into the agreement on the date the new or varied Undertaking comes into 
effect. 

(b) Clause 5.4 of the Access Holder Agreements has been amended pursuant 
to this Varied Undertaking for the purpose of calculating ad hoc rebates and 
TOP rebates and applying the system wide true up test under the Access 
Holder Agreements where there are two sets of pricing during the 2021 
calendar year. 

(c) Clause 6 in Schedule 3 of the Access Holder Agreements has been 
included as a Tier 1 (Mandatory) Provision to make payment obligations 
under this Undertaking enforceable as between ARTC and Access Holders 
(for example, the payment of unders and overs amounts resulting from the 
annual reconciliation process). 

Section 5.3.14 of commentary.  
 

26  5.1 System Assumptions 

(b1) In consideration of the Rate of Return set out in section 4.8 and section 
4J.8 (as applicable), and for the period on and from 1 January 2022 to 31 
December 2026 inclusive, ARTC will include in the Relevant System 
Assumptions an assumption that the practical track utilisation for the 
constraining single line sections of track in the Network will be 73.5% for the 
purpose of determining Capacity. 

See section 5.4.1 of commentary.  
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27  8.2 Additional Capacity endorsed by the RCG for concept assessment 
ARTC may seek formal endorsement from the RCG of a project identified in the 
Hunter Valley corridor capacity strategy to proceed to concept assessment and, if 
endorsed, the costs of undertaking the Concept Assessment Report will be deemed 
as Prudent and included in the RAB Floor Limit or expensed in the year incurred. 

Changes to align with defined term.   

28  8.3 Additional Capacity recommended by the HVCCC 
(e) If the RCG endorses the Project to proceed to project feasibility, ARTC will 

reimburse the HVCCC the agreed costs to prepare the Concept Assessment 
Report and the costs incurred in preparing the Concept Assessment Report 
will be deemed Prudent and included in the RAB Floor Limit or expensed in 
the year incurred. 

Changes to align with defined term.   

29  8.4 Additional Capacity requested by the Applicant 
(d) If the RCG endorses the Project to proceed to project feasibility, ARTC will 

reimburse the Applicant the agreed costs to prepare the Concept 
Assessment Report and the costs incurred in preparing the Concept 
Assessment Report will be deemed Prudent and included in the RAB Floor 
Limit or expensed in the year incurred. 

Changes to align with defined term.   

30  9.1 Overview 
(f) Any endorsed costs incurred in complying with the provisions of this section 

9 will normally be included in the RAB Floor Limit where a project is 
commissioned, or otherwise expensed in the year incurred. 

Changes to align with defined term.   
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31  9.2 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 Expansion Capital and Sustaining Capital on the 
Network; and  

(ii) in relation to projects in Pricing Zone 1, obtaining endorsement of 
Capital Allocations for Expansion Capital and informing of Capital 
Allocations for Sustaining Capital; and 

(iii) consulting on its Maintenance Plan and Key Maintenance 
Activities in accordance with section 9.11 and on any 
maintenance related issues that ARTC reasonably considers may 
materially impact the Hunter Valley Coal Chain. 

(c) At the commencement of this Undertaking, tThe 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 Contracted 
Coal KM in each Pricing ZoneCoal Access Rights;  

(ii) any other Access Holder with more than 7% of Contracted Coal 
KM on the Network who is not already eligible to appoint a 
representative under sub-section (i)[Not used];  

(iii) all Access Holders with less than 7% of Contracted Coal KM on 
the Network and the Representative may split its vote according to 
the percentage of Contracted Coal KM held by each represented 
party if requested[Not used];   

See section 5.5.1 of commentary.  
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(iv) each Operator, in its capacity as an Operator, with more than 10% 
of Contracted Coal KM on the Network who is not an Access 
Holder with more than 10% of Contracted Coal KM on the Network 
(in a non-voting capacity); and 

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

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

(i) ARTC may elect to continue to the next stage of project development 
without RCG endorsement.  Where this occurs, 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 Floor Limit or expensed when incurred as approved by 
the ACCC.  ARTC may seek the ACCC’s approval in advance of, or 
subsequent to, incurring the expenditure. 

32  9.3 Concept assessment 
(d) ARTC may seek endorsement from the RCG to proceed to project 

feasibility.  Endorsement to proceed to project feasibility would include: 

(i) endorsement of any variation to the estimated costs endorsed 
under section 8.2 or ARTC’s costs of preparing the Concept 
Assessment Report for the HVCCC or an Applicant (as 
applicable), incurred in undertaking concept assessment; 

(ii) endorsement for ARTC’s estimated costs and proposed timeframe 
to undertake project feasibility,  

Changes to align with defined term.   
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to be included in the RAB Floor Limit or expensed in the year incurred. 

33  9.4 Project feasibility 
(d) ARTC may seek formal endorsement from the RCG to proceed to project 

assessment.  Endorsement to proceed to project assessment would include: 

(i) endorsement of any variation to the estimated costs endorsed 
under section 9.3(d)(ii) incurred in undertaking project feasibility; 
and 

(ii) endorsement for ARTC’s estimated costs (including, if applicable, 
the Capital Allocation) and proposed timeframe to undertake 
project assessment, 

to be included in the RAB Floor Limit or expensed in the year incurred. 

Changes to align with defined term.   

34  9.5 Project Assessment 
(d) ARTC may seek formal endorsement from the RCG to proceed to project 

procurement.  Endorsement to proceed to project procurement would 
include any variation between the endorsed estimated cost range identified 
during project assessment and the project budget identified during project 
feasibility and:  

(i) endorsement of any variation to the estimated costs endorsed 
under section 9.5(b)(iii) incurred in undertaking project 
assessment; and 

(ii) endorsement of ARTC’s estimated costs and proposed timeframe 
to comply with the provisions of project procurement, including 

Changes to align with defined term.   
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costs incurred in obtaining independent expert determination as 
applicable,  

to be included in the RAB Floor Limit or expensed in the year incurred. 

35  9.6 Project implementation 
(b) Project management plan 

(ii) Endorsement of the finalised project management plan would 
include endorsement of the project budget and schedule for 
project delivery to be included in the RAB Floor Limit or expensed 
in the year incurred. 

Changes to align with defined term.   

36  9.9 Capital Allocation for Expansion Capital in Pricing Zone 1 
(l) The ACCC’s costs borne by ARTC will be included in the RAB Floor Limit (if 

the Project is endorsed under section 9.10) or expensed in the year 
incurred (if the Project is not endorsed under section 9.10) and will deemed 
to be Efficient. 

Changes to align with defined term.   

37  9.11 RCG consultation – maintenance  
Maintenance Plan 
(a) Each calendar year, ARTC will prepare a maintenance plan and budget for 

the following calendar year (“Maintenance Plan”) starting with calendar 
year 2022.   

See section 5.5.2 of commentary.   
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(b) ARTC will identify in the Maintenance Plan the 10 largest maintenance 
activities (as determined by cost) proposed for each Pricing Zone (“Key 
Maintenance Activities”). 

(c)  ARTC will set out in the Maintenance Plan: 

(i) an overview of: 

(A) the forward 10 year asset management strategy linked 
to ARTC’s asset strategies; and 

(B) the timing of cyclical maintenance activities, ARTC’s 
maintenance practices and ARTC’s approach to 
procuring suppliers for the maintenance work;   

(ii) the indicative maintenance budget in the planned annual works 
program for each Pricing Zone for the relevant calendar year; 

(iii) for the Key Maintenance Activities for the relevant calendar year: 

(A) ARTC’s asset strategies; 

(B) the scope of work and key deliverables in the planned 
annual works program; and 

(C) an indicative budget for the scope of work and key 
deliverables identified pursuant to sub-section (c); and 

(iv) the proposed structure of maintenance possessions, 

which must not be inconsistent with the maintenance assumptions 
published by ARTC pursuant to Access Holder Agreements.  ARTC may 
include and publish the maintenance assumptions required under Access 
Holder Agreements in the Maintenance Plan. 

(d) ARTC will prepare the Maintenance Plan with the objective: 
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(i) of ensuring that Access Holders are able to use their Capacity 
Entitlements; 

(ii) that Network possessions are co-ordinated with other outages in 
the Hunter Valley Coal Chain to the extent possible; and  

(iii) that maintenance costs are Efficient. 

Consultation  
(e) Before ARTC publishes the Standard Access Charges for the following 

calendar year in accordance with section 4.20, ARTC will circulate to the 
RCG by 31 August, and consult with the RCG on, the Maintenance Plan for 
that calendar year. 

(f) During each calendar year, in respect of the Key Maintenance Activities, 
ARTC will update the RCG on: 

(i) on a quarterly basis: ARTC’s actual maintenance costs and 
ARTC’s forecast maintenance costs for the remainder of the 
calendar year; and  

(ii) after major closedowns: ARTC’s completion of scope of work and 
key deliverables. 

(g) At each meeting of the RCG, ARTC will update the RCG on the operational 
performance of the Hunter Valley Network. 

38  10.1 User funding option 
(a) If: 

(i) ARTC advises at any project development stage that it will not, or 
will no longer, fund a Project or will only fund a Project to certain 
level which is less than that expected to complete the Project; or 

See section 5.6 of commentary.  

Changes to align with defined term.  
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(ii) ARTC ceases a Project under section 9.6(c)(iii)(F), 

and an Applicant or an Access Holder (“Contributor”) notifies ARTC that 
they are willing to fund the Project in whole or in part through a Capital 
Contribution such that ARTC’s financial position is no worse off (including 
adjustments to reflect the applicable corporate tax rate), then ARTC and the 
Contributor will negotiate in good faith to agree a user funding agreement 
under which ARTC will proceed with the Project and the Contributor will 
provide funding for the Project.   

(d) In negotiating a user funding agreement, a Contributor may elect: 

(i) to seek to have some or all of the Project costs deemed as 
Prudent through the Project proceeding through the RCG or 
seeking ACCC endorsement of the Project costs as Prudent (in 
which case ARTC will provide reasonable cooperation to the 
Contributor at the Contributor’s cost); and/or 

(ii) fund the Project without seeking to have some or all of the Project 
costs included into the RAB Floor Limit. 

39  10.2 Capital Contribution Principles 
(b) “Economically No Worse Off” means, in relation to the Contributed Assets 

of a Contributor in a Segment, earning a rate of return on assets funded by 
ARTC (“ARTC Assets”) that have a value forming part of the RAB Floor 
Limit for that Segment in the year that the Contributed Assets are 
commissioned (“Relevant ARTC Assets”): 

(i) in the year that the Contributed Assets are commissioned and 
each year thereafter; and 

See section 5.6 of commentary. 
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(ii) following reconciliation with the Contributor in accordance with 
these Capital Contribution Principles, 

that is no less than the rate of return on the Relevant ARTC Assets that 
ARTC would have earned in the year that the Contributed Assets are 
commissioned, had the Contributed Assets not been commissioned.  To 
avoid doubt, the rate of return on the Relevant ARTC Assets in each year 
will be determined in accordance with section 4 or Schedule J of the 
Undertaking (as applicable) and based on the average of the opening and 
closing value of the Relevant ARTC Assets. 

(d) Where a Capital Contribution is made by the Contributor, to the extent that 
the related Capital Expenditure is not Prudent in accordance with section 9 
of this Undertaking, or is not endorsed to be Prudent by the ACCC: 

(i) ARTC will have regard to the following objectives in determining 
Charges for relevant Pricing Zone: 

(D) Where another Access Holder elects to utilisecontracts 
the Additional Capacity made available through 
Contributed Assets, maximising recovery from that 
Access Holder of (or contribution to) the capital cost 
associated with Contributed Assets (which does not 
necessarily require that Access Holder to use or contract 
the Contributed Assets themselves), determined with 
reference to the useful life of the Contributed Assets and 
Rate of Return approved under the Undertaking, in 
proportion to relative consumption of Contributed Assets. 

(ii) The Contributor will not recover the capital cost associated with 
Contributed Assets except where another Access Holder elects to 
utilisecontracts the Additional cCapacity made available through 
the Contributed Assets, in which case the recovery of capital cost 
associated with Contributed Assets will be based on an allocation 
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of revenue obtained through the Charges between ARTC and the 
Contributor such that ARTC and the Contributor achieve an 
equitable rate of capital cost recovery from ARTC Assets and 
Contributed Assets respectively. 

40  13.1 Network Key Performance Indicators 
(b) ARTC's obligation to report performance under this section 13 will not arise 

until the completion of the first full period in respect of which performance is 
measured, this means that:  

(i) ARTC will not report quarterly performance until the completion of 
the first full quarter after the Commencement Date or New 
Segments Commencement Date in respect of the New Segments 
(as applicable); and  

(ii) ARTC will not report annual performance until the completion of 
the first full calendar year after the Commencement Date or New 
Segments Commencement Date in respect of the New Segments 
(as applicable). 

Changes to remove historical references.  

41  Definitions Definitions 
Some definitions have been reordered in the list of definitions.   

Order of definitions adjusted for alphabetical 
order.  

42   “Ad Hoc Charge” means an ad hoc charge payable under an Access Holder 
Agreement; 

See section 5.7 of commentary. 
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43   “Capital Allocation” means the proportion of the Capital Expenditure that is allocated 
as Incremental Capital Costs rather than Fixed Costs and the method for allocating 
those Incremental Capital Costs to Access Holders in accordance with section 4.5 or 
section 4J.5 (as applicable);   

See section 5.7 of commentary. 

44   “Capital Expenditure” means annual expenditure as incurred by ARTC incorporated 
in the annual re-valuation of the Network and Associated Facilities as contemplated in 
section 4.4 or section 4J.4 (as applicable);  

See section 5.7 of commentary. 

45   “Capitalised Losses” means, in relation to Pricing Zone 3, the extent to which the 
RAB (as determined under Schedule J) exceeds the RAB Floor Limit for Segments in 
Pricing Zone 3; 

See section 5.7 of commentary. 

46   “Ceiling Limit” has the meaning given in section 4.3 or section 4J.3 (as applicable); See section 5.7 of commentary. 

47   “Compliance Assessment” means an assessment conducted under section 4.10 or 
section 4J.10 (as applicable); 

See section 5.7 of commentary. 

48   “Constrained Coal Customer” means an Access Holder: 

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

(b) who paid Charges to ARTC, in addition to Charges for their Floor 
Contribution, for access to the relevant Constrained Network and such 

See section 5.7 of commentary. 
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Charges formed part of the annual coal Access 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; 

49   “Constrained Coal Customer Account” means an account maintained by ARTC for 
the purpose described in section 4.9 or section 4J.9 (as applicable); 

See section 5.7 of commentary. 

50   “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:  

(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: 

(ac) closest to if less than; or 

(bd) exceeds by the largest amount, 

the Economic Cost for that Constrained Network; 

See section 5.7 of commentary. 

51   “Constrained Network” means the PZ1/2 Constrained Network or PZ3 Constrained 
Network as applicablehas the meaning given in section 4.3(a3) or section 4J.3(a3) 
as applicable; 

See section 5.7 of commentary. 
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52   “CPI” means the Sydney All Groups Consumer Price Index number published by the 
Australian Bureau of Statistics; 

See section 5.7 of commentary. 

53   “CPI Index Number” has the meaning given to it in section 4.4(b)(ii) or section 
4J.4(b)(ii) (as applicable); 

See section 5.7 of commentary. 

54   “CPI Index Numbermax” has the meaning given to it in section 4.4(b)(ii) or section 
4J.4(b)(ii) (as applicable); 

See section 5.7 of commentary. 

55   “CPI Index Numbert-1” has the meaning given to it in section 4.4(b)(ii) or section 
4J.4(b)(ii) (as applicable); 

See section 5.7 of commentary. 

56   “Depreciation” has the meaning described in section 4.7 or section 4J.7 (as 
applicable); 

See section 5.7 of commentary. 

57   “Economic Cost” means the cost described in section 4.5 or section 4J.5 (as 
applicable); 

See section 5.7 of commentary. 

58   “Effective Date” has the meaning given to it in section 2.2; See section 5.7 of commentary. 

59   “Extension Period” has the meaning given in section 2.2(b); See section 5.7 of commentary. 
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60   “Extension 1 Period” has the meaning given in section 4.10(g); See section 5.7 of commentary. 

61   “Floor Contribution” has the meaning described in section 4.1(c) or section 4J.1(c) 
(as applicable); 

See section 5.7 of commentary. 

62   “Historical Capital Allocation List” has the meaning given in section 4.5(i) or 
section 4J.5(i) (as applicable); 

See section 5.7 of commentary. 

63   “Initial 2016 Period” has the meaning given in section 4.10(g); See section 5.7 of commentary. 

64   “Key Maintenance Activities” has the meaning described in section 9.11(b); See section 5.7 of commentary. 

65   “Maintenance Plan” has the meaning described in section 9.11(a); See section 5.7 of commentary. 

66   “New Segments” means the following Segments in Pricing Zone 3 as specified in 
Schedule E: 

(a) Gap – Watermark; 

(b) Watermark- Gunnedah; 

(c) Gunnedah – Boggabri; and  

(d) Boggabri – Turrawan; 

See section 5.7 of commentary. 
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67   “New Segments Commencement Date” means 1 January 2014; See section 5.7 of commentary. 

68   “Proposed Auditor” has the meaning given in section 4.10A(a); See section 5.7 of commentary. 

69   “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; 

See section 5.7 of commentary. 

70   “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); 

See section 5.7 of commentary. 

71   “RAB Floor Limit” has the meaning given in section 4.4(b) or section 4J.4(b) (as 
applicable); 

See section 5.7 of commentary. 

72   “Rate of Return” has the meaning given in section 4.8 or section 4J.8(as 
applicable); 

See section 5.7 of commentary. 

73   “Regulatory Transition Period” means the period between the Commencement 
Date and 31 December 2014; 

See section 5.7 of commentary. 

74   “Review Period” has the meaning given in section 4.10(g)(i); See section 5.7 of commentary. 
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75   “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 or section 4J.4 of the Undertaking (as applicable); 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; 

See section 5.7 of commentary. 

76   “Term” means the term of this Undertaking as described in section 2.2(b); See section 5.7 of commentary. 

77  Signing 
page 

Signing page 
DATED: the twenty third day of June 2011 (as varied on 17 October 2012, 25 
June 2014 and 22 June 2016, 23 November 2016, 29 June 2017,29 November 
2018 and [     ]).  
 

Removed as not required.  
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EXECUTED by AUSTRALIAN RAIL 
TRACK CORPORATION LTD by its 
duly authorised Officer: 
 
  
John Fullerton 
Chief Executive Officer 

  

 

78  Schedules SCHEDULES 
A. Essential Elements of Access Holder Agreement  

B. Network 

C. Network Management Principles 

D. Performance Measurement and Incentives 

E. Segments 

F. HVCCC consultation principles 

G. ARTC Annual Compliance Report: Information provision and timing 

H. Parent Guarantee 

I. Cost allocation 

J. Access Pricing Principles for 2021 and 2022 

Schedule J inserted in the list of Schedules. 
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79  Schedule 
A:1 – 
Elements of 
Coal Access 
Agreements 

Tier 1 (Mandatory) Provisions for all Access Holder Agreements for Coal 
Access Rights 

23 IAHA Schedule 3:  Clauses 1, 2 and 3 (but only to the extent required to 
implement path based pricing under the Varied Undertaking and including the 
related definitions of “2019 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 
and clause 6 

See section 5.8 of commentary.  

80  Schedule B 1  Includes Sandgate Flyover (for the purposes of section 4 and Schedule J 
Pricing Principles only) which forms part of ARTC Sector 938 Sandgate – 
Maitland (via Main) 

Footnote updated to reflect inclusion of 
Pricing Principles in Schedule J as well as 
section 4.  

81  Annexure 1 
to Schedule 
B 

The map represents the railway lines described at Schedule B as at the New 
Segments Commencement Date1 July 2021.  This map may change over the Term.  
Applicants should refer to ARTC’s website for an up to date map of the railway lines 
described at Schedule B. 

Change to align with operational 
commencement date. 

82  Schedule D Footnotes updated to reflect duality of Schedule J (eg “section 4 or Schedule J (as 
applicable)”) 

Change to reflect inclusion of Schedule J. 

83  Schedule E * Includes Sandgate Flyover (for the purposes of section 4 and Schedule J Pricing 
Principles only) which forms part of ARTC Sector 938 Sandgate – Maitland (via Main) 

Change to reflect inclusion of Schedule J.  
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84  Schedule G A1. Interpretation 

In this Schedule G: 

(a) A reference to the RAB is a reference to the RAB as determined under 
Schedule J.  The obligations in respect of the RAB are only applicable for 
calendar years 2021 and 2022 where Schedule J applies. 

(b) A reference to ARTC Ad Hoc Revenue Share is a reference to ARTC Ad 
Hoc Revenue Share as determined under Schedule J and is only applicable 
for calendar year 2021. 

See section 5.9 of commentary.   

85  Schedule G 1. ARTC annual reporting obligations 

As In accordance with the processes and timeframes set out in section 4.10 or 
section 4J.10 of this Undertaking (as applicable), 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 Compliance Assessment, in respect of the previous calendar year:  

(ai) for 2021 and 2022, documentation detailing roll-forward of the RAB and the 
RAB Floor Limit, and comparisons between RAB and RAB Floor Limitthe 
Capitalised Losses for Pricing Zone 3 and the unders or overs amount.  If 
the calendar year is 2021, then the calculations relevant to the unders or 
overs amount will exclude the ARTC Ad Hoc Revenue Share; and  

(bii) for 2023 onward, where documentation in (i) above demonstrates that RAB 
is at or below RAB Floor Limit, documentation detailing calculations relevant 
to reconciliation of Access revenue with the applicable Ceiling Limit and 
calculation of any allocation of the total unders and overs amount.23  

Before ARTC makes a submission to ACCC in accordance with Section 1 of this 
Schedule G, ARTC must provide and discuss with the RCG a summary of the 
information set out in ARTC’s draft submission. 

See section 5.9 of commentary.   
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86  Schedule G 2. Information to be provided by ARTC 

ARTC will provide the following information as a minimum to the ACCC in order for 
the ACCC to carry out its assessment under section 4.10 or section 4J.10 of this 
Undertaking (as applicable): 

(b)  documentation demonstrating ARTC’s compliance with the annual RAB and 
RAB Floor Limit roll forward as set out at section 4.4(b) or section 4J.4(b) 
of this Undertaking (as applicable), including: 

(i)  an explanation of how each component (being a component used to 
calculate the RAB and RAB Floor Limit as set out in the formulae in 
section 4.4  and section 4J.4 of this Undertaking (as applicable)) 
of the RAB and RAB Floor Limit has been calculated in accordance 
with the formula in this Undertaking, and any assumptions used; 

(ii)  a breakdown of: 

(A) 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); and 

(B) Segments that form part of the Constrained Network and 
Segments that do not form part of the Constrained 
Network; 

(v)  evidence of disposals value including any endorsement by the RCG 
of any proposed disposals, and where possible, appropriate 
references to the Booz Allen Hamilton DORC database which 
established the regulatory asset base value as at 1 July 1999 , and 
any references to the depreciated optimised replacement cost in 
relation to assets in Segments not ascribed a regulatory asset value 

See section 5.9 of commentary.   

Change to incorporate footnotes directly into 
the provision. 
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in accordance with the NSW Rail Access Undertaking in force at the 
time immediately preceding the Commencement Date of this 
Undertaking, and approved by the ACCC from time to time, and 
demonstrating adjustments to derive the current value of disposals. 
For context, the Booz-Allen and Hamilton report, Valuation of 
Certain Assets of the Rail Access Corporation, 14 May 2001, was 
the basis for the Independent Pricing and Regulatory Tribunal of 
NSW’s June 2001 recommendation (accepted by the Minister for 
Transport in December 2001) which established the depreciated 
optimised replacement cost (DORC) value for rail assets in the 
Hunter Valley coal network;  

(c)  details as to ARTC’s compliance with the ceiling test, including allocation of 
the total unders or overs amount to Constrained Coal Customers, including: 

(i) a table indicating the values for the total unders or overs amount for 
the review period including: 

(A) Access revenue (excluding ARTC Ad Hoc Revenue 
Share);  

(B) Ffull Economic Costs for the review period, with a detailed 
breakdown into standard operating cost line items, return, 
depreciation; 

(iii) the spreadsheet or other models underlying calculations relevant to 
reconciliation of Access revenue (excluding ARTC Ad Hoc Revenue 
Share) 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; 
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(iv) evidence of any relevant Access Holders’ endorsement of the total 
unders or overs amount; and 

(v) for calendar year 2021, the aggregate amount of the ARTC Ad Hoc 
Revenue Share (for publication) and details relevant to the Ad Hoc 
Charges and calculation of ARTC Ad Hoc Revenue Share for each 
Access Holder (not for publication). 

(c1) for calendar year 2022: documentation setting out the Final Capitalised 
Losses Amount (as determined under section 4J.9(g)), details of how the 
Final Capitalised Losses Amount will be allocated to Pricing Zone 3 Access 
Holders, and confirmation that the Capitalised Losses balance was zero as 
at 31 December 2022; and 

(d)  where the documentation shows RAB to be greater than the RAB Floor 
Limit in Pricing Zone 3for calendar years 2021 and 2022, documentation 
setting out the Standard Access Charge, as applicable for Pricing Zone 3 in 
that calendar year and the previous calendar year. 

(e) a copy of the Final Audit Report contemplated at section 4.10A(jf)(x) of this 
Undertaking (if not previously provided). 

(g) Where the ACCC considers that ARTC has not provided a complete 
submission, it will notify ARTC of what further documents and information 
are required by the ACCC to enable it to make determinations required 
under section 4.10 of this Undertaking.  Upon receipt of this notification, 
ARTC will use reasonable endeavours to provide this information to the 
ACCC as soon as practical. 

87  Schedule G 3. Further information requests by the ACCC 

(a) The ACCC may request from ARTC: 

See section 5.9 of commentary.   
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(i) further information where the ACCC considers that ARTC has not 
provided a complete submission under Section 2 of this 
Schedule G, and the ACCC requires further documents and 
information to enable it to make determinations required under 
section 4.10 and section 4.10 of Schedule J (as applicable); 

(iia) If the ACCC requests further information from ARTC in order to 
carry out the compliance assessment under section 4.10 and 
section 4.10 of Schedule J (as applicable); and, ARTC will use 
reasonable endeavours to provide the information sought by the 
ACCC as soon as practicable. 

(iiib) Further, if reasonable additional information where the ACCC 
decides to engage an independent expert consultant to assist with 
certain aspects of the annual compliance assessment, the ACCC 
may request reasonable additional information from ARTC.  Upon 
receipt of such a request, ARTC will use reasonable endeavours 
to provide the information to the ACCC as soon as practicable. 

(b) ARTC will use best endeavours to provide the information sought by the 
ACCC under this Section 3 as soon as practicable. 

88  Schedule G Table 1: Indicative timetable for annual review of compliance (extract only) 

Date Action 

(and any relevant provision of the Undertaking) 

Who 

End 
April 

Submission of documents demonstrating 
compliance (section 4.10(a) and section 4J.10) 
and information outlined under Section 2 of this 
Attachment 

ARTC 

Change to reflect inclusion of Schedule J 
and additional cross referencing. 
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End 
October 

Determinations made (section 4.10(d) and section 
4J.10) 

ACCC 

End 
October 

Publish findings on ACCC website (section 
4.10(d)(iv) and section 4J.10) and advise ARTC 

ACCC 

 

89  Schedule I SCHEDULE I – Cost allocation  
(clause sections 4.6(a)(ii) or 4J.6(a)(ii) (as applicable)) 

Change to reflect inclusion of Schedule J 
and additional cross-referencing. 

90   Allocation methodology 

ARTC will apply the following allocation methodology to any Non-Segment Specific 
Costs and depreciation of, and return on, Non-Segment Specific Assets not allocated 
under clause section 4.6(a)(i) or section 4J.6(a)(i) (as applicable). 

 

91   Costing Manual 

ARTC will prepare and publish on its website from time to time a Costing Manual 
providing an explanation of the application of the cost allocation set out in this 
Schedule I. 

See section 5.10 of commentary.  

Schedule J 
The entirety of Schedule J has been inserted in the HVAU. 

See section 5.3 of commentary 
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APPENDIX D SUMMARY OF AMENDMENTS TO THE IAHA  

This document provides a summary of the amendments proposed by ARTC to the IAHA which if accepted will form part of the HVAU version 8. 

Note:  Not all changes made to the relevant documents which merely correct minor typographical, auto-referencing and formatting errors are documented in 
the tables below.  However, every change made to the IAHA for the HVAU version 8 will be conceptually reflected in the below table. 

1 Amendments to the IAHA 

No IAHA 
Section 

Amendments  Explanation 

1  5.4 Calculation of TOP Rebate and Ad Hoc Charge Rebate 
(c1) If a new Access Undertaking is accepted by the ACCC and takes 

retrospective effect during a Contract Year, then: 

(i) if the Access Holder has paid Charges that are different to those 
required under the New Access Undertaking, then  in determining 
the Ad Hoc TOPPU under clause 5.4(b), ARTC will adjust the Ad 
Hoc Charges paid by the Access Holder during that Contract Year 
to reflect that difference; and 

(ii) in determining the Aggregate Train Path TOP Charge under 
clause 5.4(c), ARTC will use a monthly time weighted average of 
the two Train Path TOP Charges applicable to each Pricing Zone 
for each Train Path in that Contract Year. 

See section 6.1 of commentary. 

2  6 Amounts owing under the Access Undertaking 

(a) If ARTC is required to make a payment to the Access Holder for an amount 
under the Access Undertaking (for example, an “overs” amount resulting 
from the annual reconciliation process), then ARTC must make that 
payment to the Access Holder in accordance with the Access Undertaking 

See section 6.2 of commentary. 
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or otherwise within 20 Business Days of that amount being finally calculated 
or determined. 

(b) If the Access Holder is required to make a payment to ARTC for an amount 
under the Access Undertaking (for example, an “unders” amount resulting 
from the annual reconciliation process), then the Access Holder must make 
that payment to ARTC in accordance with the Access Undertaking or 
otherwise within 20 Business Days of that amount being finally calculated or 
determined. 

(c) Clauses 5.3 and 5.5 to 5.8 will apply to payments referred to above (as 
applicable). 
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ATTACHMENT 1 HVAU VERSION 8 (CLEAN VERSION) 
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ATTACHMENT 2 MARK-UP HVAU V8 COMPARISON TO HVAU V7 
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ATTACHMENT 3 2021 IAHA (CLEAN VERSION) 
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ATTACHMENT 4 MARK-UP 2021 IAHA COMPARISON TO 2018 IAHA 
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