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1 INTRODUCTION AND EXECUTIVE SUMMARY 

Asciano welcomes the opportunity to respond to the Australian Competition and 

Consumer Commission (ACCC) Consultation Paper regarding the Australian Rail 

Track Corporation (ARTC) request to vary the Hunter Valley Access Undertaking 

(HVAU) to incorporate the Final Indicative Service (FIS) characteristics and related 

access charges into the HVAU. 

 

Asciano is a major operator of coal trains in the Hunter Valley coal rail system and 

strongly supports initiatives to encourage the optimal utilisation of Hunter Valley coal 

chain capacity. In November 2013 Asciano made two submissions to the ARTC on 

the FIS and related access charging issues which: 

 

• broadly supported a move towards larger trains in the Hunter Valley coal 

network; and  

• queried whether the current HVAU GTK based access pricing structure is the 

most efficient HVAU pricing structure. 

 

Asciano broadly supports the proposed FIS as it reflects train configurations which 

can currently be operated in the Hunter Valley coal chain and it appears to facilitate 

the efficient utilisation of system capacity. While Asciano broadly supports the 

proposed FIS, Asciano has some concerns relating to the details of the FIS and the 

related access pricing, including: 

 

• possible confusion between the two FIS parameters of train length (by 

wagon) and maximum train length (by metres); 

• the potential impact of the reduced maximum loaded train speed of the 

proposed Pricing Zone 3 FIS; and 

• the need for clear and consistent approaches in negotiating access pricing for 

non FIS services (particularly where such services are constrained by 

infrastructure limitations). 

 

More generally, Asciano believes that the proposed FIS promotes the efficient use of 

the Hunter Valley coal network in the short term, however the FIS should be re-

examined at the next HVAU regulatory process (expected in 2016) to ensure the FIS 
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continues to promote the efficient utilisation of the Hunter Valley coal network in the 

medium term. 

 

In addition to concerns regarding the proposed FIS Asciano believes that several 

broader issues have been raised in the recent FIS and GTK consultation process, 

which while not directly related to the current FIS consultation, should continue to be 

considered in future regulatory processes. These include: 

 

• the appropriateness of the use of GTK as the sole access pricing unit; and 

• the desirability of having a clear set of options for the future step expansion of 

the capacity of the Hunter Valley coal supply chain. 

 

This submission contains no confidential information and is public. 

2 BACKGROUND  

Background to HVAU Regulatory Process 

The FIS is intended to reflect the coal train configuration that results in the most 

efficient utilisation of the capacity of the Hunter Valley coal chain.  The regulated 

access charges apply to the FIS and are intended to provide pricing signals that 

encourage the adoption of this efficient coal train configuration. 

 

Prior to the adoption of the FIS the indicative services which applied were the Interim 

Indicative Service (which applied from July 2011 to October 2012) and the Initial 

Indicative Service (which has applied from October 2012 to the present). 

 

During consultation on the HVAU in 2010 and 2011 stakeholders (including Asciano) 

raised concerns with both the ARTC and the ACCC regarding both the proposed 

pricing for the Interim Indicative Service in the HVAU and with the time frames which 

would apply to determining the FIS. Asciano’s main concern1 was that the Interim 

Indicative Service pricing did not differentiate between different train configurations 

and consequently it did not provide appropriate incentives for the operation of 

efficient trains in the Hunter Valley, with the consequence that the capacity of the 

Hunter Valley rail system would not be efficiently utilised. In particular, Asciano was 

concerned that identical prices were applied to both larger and smaller train 

                                                
1 These concerns were put forward by Asciano in various submissions to the HVAU regulatory 

process, particularly in submissions in March 2010, October 2010 and May 2011. 



    

 6 

configurations, implying that both configurations were equally efficient in the 

utilisation of Hunter Valley rail capacity. Asciano’s position was that larger trains were 

more efficient.  

 

Modelling of the impact of coal train configurations on Hunter Valley coal rail capacity 

was undertaken which broadly indicated that larger trains are more efficient in 

utilising capacity in the Hunter Valley coal rail system. Following this modelling 

changes were made to the HVAU indicative services and pricing. In particular in 2012 

the HVAU was amended to implement the Initial Indicative Service, with access 

pricing differentiating between train configurations. 

 

The move to the Initial Indicative Service and associated pricing changes largely 

addressed Asciano’s concerns regarding the lack of appropriate pricing signals for 

the operation of efficient trains in the Hunter Valley. 

Proposed Final Indicative Service 

The FIS now proposed by ARTC is as follows: 

 

Table 1: ARTC Proposed FIS 

 Pricing Zones 1 and 2  Pricing Zone 3  

Tonnes per Axle Load (TAL)  30t 30t 

Maximum speed (loaded)  60 km per hour 60 km per hour 

Maximum speed (unloaded)  80 km per hour 80 km per hour 

Train Length  96 wagons 82 wagons 

Maximu m train length  1543 metres 1330 metres 

 

Asciano broadly supports the proposed FIS as outlined above. Asciano believes the 

FIS should be reconsidered in the regulatory process relating to the next HVAU to 

ensure the FIS continues to promote the efficient utilisation of the Hunter Valley coal 

network in the medium term, particularly as changes to components of the Hunter 

Valley coal supply chain (such as rail infrastructure) will continue to occur. 

 

 Asciano has some concerns relating to several issues relating to the proposed FIS 

which are outlined in more detail in the section below.  
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3  ISSUES RAISED BY THE PROPOSED FINAL INDICATIVE SERVICE  

Asciano broadly supports the proposed FIS as it reflects train configurations which 

can currently be operated in the Hunter Valley coal supply chain and allows system 

capacity to be utilised efficiently. While Asciano broadly supports the proposed FIS 

Asciano continues to have concerns relating to several issues which are outlined 

below: 

Wagon Number and Train Length 

The proposed FIS includes the following parameters: 

 

• Pricing Zone 1 and 2: 96 wagon train length and 1543 metres maximum train 

length; and 

• Pricing Zone 3: 82 wagon train length and 1330 metres maximum train length. 

 

Asciano is concerned that there are effectively two measures of train length which 

may be applied to a given train, which may then result in confusion as to which 

measure should be applied in determining the FIS. Asciano understands that the 

defining factor for the FIS is the number of wagons rather than the length in metres. 

For example, in Pricing Zone 1 Asciano understands that a train which has 96 

wagons would be an FIS if its total length was less than 1543 metres, but a train that 

is 1543 metres long but which has less than 96 wagons would not necessarily be an 

FIS. 

 

Asciano believes that the potential for confusion which arises from having two 

measures of length for the FIS should be addressed, perhaps via a clarifying footnote 

to the relevant table in the Hunter Valley Access Undertaking. 

Pricing Zone 3 –Train Speed 

For the proposed FIS applying to Pricing Zone 3 there are several changes between 

the current Initial Indicative Service and the proposed FIS including the TAL, loaded 

maximum speed and the maximum train length, as outlined in the table below: 

 

 

 

 

 

 



    

 8 

Table 2: Pricing Zone 3 - Initial Indicative Servic e vs Proposed FIS 

 Initial Indicative Service Proposed FIS 

Tonnes per Axle Load (TAL)  25t 30t 

Maximum speed (loaded)  80 km per hour 60 km per hour 

Maximum speed (unloaded)  80 km per hour 80 km per hour 

Train Length  82 wagons 82 wagons 

Maximum train length  1350 metres 1330 metres 

 

The rail infrastructure in Pricing Zone 3 will move to a 30 TAL in late 2014, so the 

TAL is appropriate.  

 

Asciano recognises that the move to this higher TAL means that the train’s maximum 

loaded speed is reduced to 60 km per hour (and in any event even a faster train 

would be restricted by the maximum loaded speed 60 km per hour of other traffics in 

Pricing Zone 1) and that substantial modelling has been done on the proposed FIS; 

however Asciano has some concerns that the move to a lower maximum speed for a 

loaded Pricing Zone 3 train may impact on system throughput. While Asciano does 

not oppose the Pricing Zone 3 FIS Asciano is seeking that ARTC monitor system 

throughput in 2015 to confirm that modelled and actual outcomes are consistent. 

Pricing for Non-FIS Trains 

Given the proposed FIS is accepted by the ACCC then the FIS access charges will 

be used as the basis for charging for access.  

 

While there are trains which currently meet the FIS characteristics there are 

numerous train configurations operating in the Hunter Valley which for various 

reasons do not meet the FIS characteristics (and some trains, such as those which 

take coal to power stations on the Sydney Trains network, are unlikely to ever be 

able to meet the FIS characteristics). Asciano understands that charging for these 

non-FIS services will be undertaken in accordance with section 4.15 of the HVAU. 

(This clause 4.15 outlines factors for the ARTC to take into account when 

determining charges for access for non-indicative services).  

 

Asciano believes that in order to allow access holders and operators to make a 

relatively accurate estimation of non-indicative pricing the ARTC should provide a 

reasonable level of transparency in regard to its pricing model and pricing 

approaches and how the model would apply to non-indicative services, or 
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alternatively the ARTC should provide sufficient price data points to allow access 

holders and operators to interpolate and / or extrapolate a likely price from the 

existing series of determined price points.  

 

As a general matter of principle Asciano believes that the pricing of non-FIS trains 

should be determined in reference to the FIS benchmark; that is a train that more 

resembles an FIS should receive a price closer to the FIS train price than a train that 

less resembles the FIS. 

 

Overall there needs to be clear, consistent and transparent approaches from ARTC 

in negotiating access pricing for non FIS services. Such an approach will provide 

pricing certainty for non-FIS access holders and train operators. 

HVAU Pricing Units 

Section 4.18 b) of the HVAU required the ARTC to consult on the FIS and the 

appropriateness of GTK (gross tonnes kilometre) as a pricing unit. In its submission 

of November 2013 Asciano put forward a position that GTK is an appropriate pricing 

unit for the non-take or pay component of access pricing and net tonnes is a more 

appropriate pricing unit for the Take or Pay component of access pricing. In particular 

Asciano believes that the primary function of the Hunter Valley coal rail system is to 

move tonnes of coal and the use of net tonnes as a pricing unit more completely 

aligns with this primary function and thus is more appropriate in sending pricing 

signals to participants in the supply chain.  

 

Asciano recognises that a decision has effectively been made to continue using GTK 

as the pricing unit for access in the current HVAU and that the current ACCC 

consultation relates to the FIS, however Asciano believes that the issue of the 

appropriateness of GTK as a pricing unit should be re-examined in the regulatory 

process relating to the next HVAU (expected in 2016). 

Longer Term Increase in the Capacity of the Hunter Valley Supply Chain 

While Asciano broadly supports the current proposed FIS, Asciano believes that the 

FIS proposed by ARTC in October 2013 had some merit as an aspirational target. 

The FIS proposed in October 2013 was based on either a train of 30TAL with a 

length of 1,914 metres or a train of 35 TAL with a length of 1,600 metres.  
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These FIS trains proposed in October 2013 could not generally operate in the Hunter 

Valley at the current time, and as such it is unlikely that these trains were appropriate 

as benchmark trains for current regulatory pricing. However these proposals indicate 

a possible approach to substantially increasing the capacity of the Hunter Valley coal 

supply chain in the longer term. Asciano does not want to see the work put into 

developing these proposals go to waste, while recognising that the constraints of a 

formal regulatory process designed to determine access pricing is not the right forum 

for the further development of these longer term proposals. 

 

In previous submissions (for example November 2013) Asciano has noted that 

certainty is required to underpin investments in long term capital assets (including rail 

infrastructure and rollingstock). A clear set of options for the future step expansion 

the capacity of the Hunter Valley coal supply chain can provide the certainty needed 

to invest in long term capital assets. 

 

Given this need for certainty Asciano would support ongoing efforts by miners, ports, 

track providers and train operators to further develop options to increase the capacity 

of the Hunter Valley coal supply chain. Asciano believes that the work done to date 

on longer trains and or higher TAL trains is a valuable input into this process. Initial 

work on developing these options is best undertaken outside the regulatory 

framework. 

4 CONCLUSION 

Asciano broadly supports the FIS proposed by ARTC. Asciano believes the FIS 

should be reconsidered in the regulatory process relating to the next HVAU 

(expected in 2016) to ensure the FIS remains appropriate in the medium term. 

 

Asciano has some concerns relating to the details of the implementation of the FIS 

including: 

 

• possible confusion between the two FIS parameters of train length (by 

wagon) and maximum train length (by metres). Asciano believes this could be 

addressed via an explanatory note in the HVAU; 

• the potential impact of the reduced maximum loaded train speed of the 

proposed FIS for Pricing Zone 3. Asciano is seeking that the impact of the 
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reduced speed be monitored to confirm it is consistent with the modelled 

outcome; and 

• the need for clear and consistent approaches in negotiating access pricing for 

non FIS services (particularly where such services are constrained by 

infrastructure limitations). 

 

In addition to concerns regarding the FIS Asciano believes that several broader 

issues have been raised in the FIS and GTK consultation process, which while not 

directly related to the current consultation should be considered in future regulatory 

processes and broader industry processes. These issues include: 

 

• the appropriateness of the use of GTK as the sole access pricing unit – 

Asciano believes that the HVAU access pricing units should be reconsidered 

as part of the next HVAU regulatory process; and 

• the desirability of having a clear set of options for the future step expansion of 

the capacity of the Hunter Valley coal supply chain – Asciano believes that 

work relating to this should be undertaken by industry in the first instance. 
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ATTACHMENT 1 – RESPONSE TO ACCC QUESTIONS 

This section outlines brief responses to the explicit questions raised in the ACCC 

Consultation Paper 

 

Has ARTC undertaken effective consultation and modelling (with the assistance from 

the HVCCC) in the development of the proposed Final Indicative Service 

characteristics? Has ARTC considered feedback provided by stakeholders during the 

consultation? Do stakeholders have any examples of where ARTC has/ has not 

considered feedback?  

 

Asciano believes that ARTC undertook effective consultation and modelling in 

developing the proposed FIS and considered stakeholder feedback. 

 

Are the proposed Final Indicative Service characteristics determined by ARTC 

appropriate? 

 

Asciano believes that the proposed FIS characteristics are appropriate, but they 

should be reconsidered in the regulatory process relating to the next HVAU expected 

in 2016 to ensure the FIS characteristics remain appropriate in the medium term. 

 

Will the proposed Final Indicative Service characteristics promote the economically 

efficient use of, and investment in, the Hunter Valley coal network and deliver the 

optimum utilisation of Coal Chain Capacity in the medium to long term?  

 

Asciano believes that the proposed FIS will promote the economically efficient use of 

the Hunter Valley coal network as it is currently configured in the short term, however 

the FIS should be re-examined at the next HVAU regulatory process (expected in 

2016) to ensure the FIS continues to promote the efficient utilisation of the Hunter 

Valley coal network in the medium term. 

 

Are the proposed Final Indicative Service Characteristics likely to facilitate more 

efficient use of the Hunter Valley coal network than, for example, the Initial Indicative 

Service characteristics?  
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Asciano believes that the Initial Indicative Service characteristics and the FIS 

characteristics are essentially identical in Pricing Zone 1 and Pricing Zone 2; hence 

no major gains in efficient utilisation are expected. However, Asciano notes that in 

Pricing Zone 3 the shift to a higher TAL in the Pricing Zone 3 FIS is likely to result in 

a more efficient use of the Hunter Valley coal network. (This assumes that any 

inefficiencies resulting from the reduced maximum loaded train speed in the Pricing 

Zone 3 FIS is off set by the higher TAL). 

 

Asciano notes that both the Initial Indicative Service characteristics and the FIS 

characteristics result in a more efficient use of the Hunter Valley coal network than 

the Interim Indicative Service which applied at the commencement of the HVAU. 

 

Will the proposed Final Indicative Services deliver optimum whole of supply chain 

capacity in the medium to long term?  

 

Asciano believes that in the medium to long term there will be ongoing changes 

which will impact the Hunter Valley network and the supply chain. These changes 

could include changes to mine size and location, rail infrastructure, port 

infrastructure, locomotive power, wagon capacity and commercial and broader 

regulatory arrangements. All of these changes have the potential to impact on 

system capacity. At this time it cannot be stated with any certainty that the FIS will 

continue to deliver optimum outcomes in a changed operating environment in the 

longer term. For this reason it is important that the FIS be re-examined at regular 

intervals to ensure that the FIS remains appropriate for the supply chain as it is then 

currently configured and operated. 

 
Are ARTC’s proposed Indicative Access Charges for the Final Indicative Service 

appropriate? 

 

Are the factors ARTC has had regard to in determining the Indicative Access 

Charges for the Final Indicative Service appropriate?  

 

Will ARTC’s proposed Indicative Access Charges for the Final Indicative Service 

provide appropriate incentives to promote efficient use of, and investment in, the 

Hunter Valley coal network?  
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Asciano understands that the FIS pricing for 2015 put forward by ARTC has been 

determined using the ARTC pricing model which underpins previous HVAU access 

prices. To the extent that the model has been applied correctly and the model and its 

inputs have been scrutinised by the ACCC then Asciano believes that the FIS access 

prices are broadly appropriate. (Asciano understands that the pricing is based on 

volume forecasts which are likely to be updated as the implementation date 

approaches). 

 

Are the weightings applied by ARTC to the key differentiation factors in each pricing 

zone appropriate?  

 

Under section 4.15(a) of the HVAU ARTC may differentiate charges based on a 

listing of various factors. Asciano understands that in developing the FIS charges 

ARTC has elected to have specific regard to capacity considerations, coal chain 

capacity considerations and maintenance impacts (ARTC Supporting Documentation 

pages 26 – 342). 

  

While Asciano does not have specific concerns with ARTC focussing on these 

factors in this instance, Asciano is concerned that different factors may be weighted 

differently at different times and ARTC itself states that (ARTC Supporting 

Documentation page 26):  

 

... it should not be assumed that ARTC will base future differentiation of 

coal pricing on the same weighting of each of these factors nor any 

prescribed methodology for considering such factors 

 

Asciano believes that in order to promote a level of pricing certainty and transparency 

the flexibility in applying these factors should be limited in the period of an access 

undertaking and when the factors are being applied differentially ARTC should be 

state that this is the case (as has been done in this instance).  

 

In addition Asciano understood that the factors in section 4.15 are intended to apply 

in determining prices which apply to non-indicative services. While Asciano does not 

                                                
2 The full name of the document is  “Australian Rail Track Corporation Limited Application to 

Vary the 2011 Hunter Valley Coal Network Access Undertaking to Provide for the Adoption 
of the Final Indicative Services and Charges in Accordance with Section 4.18 (b) 
Supporting Documentation” 
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oppose the factors being used as inputs into pricing decisions more generally 

Asciano believes that the applicability of using these factors to determine prices for 

draft indicative services should be clarified. 

 

Do stakeholders have any further comments about the appropriateness of gtkm as a 

pricing unit?  

 

Asciano’s comments regarding the appropriateness of GTK as a pricing unit are 

contained in the Asciano submission to ARTC in November 2013. Asciano’s position 

(as outlined in this submission) is that that GTK is an appropriate pricing unit for the 

non-take or pay component of access pricing and net tonnes is a more appropriate 

pricing unit for the Take or Pay component of access pricing (as the primary function 

of the Hunter Valley coal rail system is to move tonnes of coal and the use of net 

tonnes as a pricing unit more closely aligns with this function and thus is more 

appropriate in sending pricing signals to participants in the supply chain). Asciano 

believes that the issue of the appropriateness of GTK as a pricing unit should be re-

examined in the regulatory process relating to the next HVAU (expected to 

commence in 2016). 

 

Are the drafting changes in the Proposed Variation appropriate? Is the drafting of the 

Proposed Variation sufficiently clear and transparent?  

 

Asciano believes that the drafting of the proposed variation is appropriate and is 

sufficiently clear and transparent. 

 
 


