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5 March 2019 

 

 

Mr Matthew Schroder 

General Manager Infrastructure & Transport – Access & Pricing Branch 

Australian Competition and Consumer Commission 

GPO Box 520 

Melbourne VIC 3001 

 

Email: transport@accc.gov.au    

 

Dear Matthew, 

  Re ARTC Compliance with HVAU for 2015 

 

Thank you for the opportunity to lodge this submission in response to the ACCC’s Draft 

Determination dated 18 February 2019. As you may be aware Glencore owns or manages a significant 

number of coal mines in the Hunter Valley and is an Access Holder under the HVAU. 

 

Having read your Draft Determination we are concerned at some of the issues raised by your report. 

Whilst the magnitude of the adjustments are not alarming, Glencore is concerned at the issue 

uncovered with respect to the ‘notional’ costs included in the RCRM. It is concerning that this issue 

was not previously disclosed by ARTC and that it has taken a review by the ACCC to detect it. We are 

concerned that the confidence in the reporting and accounting by ARTC is undermined where such 

over-charging of costs appears to be deliberately hidden. Operating costs are fundamentally a pass-

thought item and ARTC earns its margin through return on assets it is allowed to charge. It would 

appear that ARTC has sought to recover additional margin within the accounting for its Operating 

costs by charging for expenditure that was not actually incurred. 

 

To the extent that this is a one-off event that has been identified by the ACCC and that ARTC confirms 

that there are no other similar charges within its operating costs, then Glencore considers that this 

matter has been dealt with. It would be very concerning if it were identified that this is a long-

standing and continuing practice by ARTC.  

We offer the following comments on the remainder of the Draft Determination: 

 

1. ‘Hidden Margin’ – as above Glencore agrees that there is no basis for the ARTC to claim 

‘non expenditure’. There was no disclosure of this practice. ARTC have already earned an 

above regulated return and it is clear that under the HVAU, Operating Expenditure is an 

actual cost, not a made up cost that is considered more appropriate by the ARTC. 

2. Re Use of Rail – Glencore agrees that any rail that is reclaimed for reuse should be credited 

against the RAB at book value. It would seem that the current practice brings forward the 

write off of the network. To the extent that it is material, Glencore would like to see the 

ACCC closer examine the ARTC practices with regard to recycled components as we 

believe this would be a common practice. 

3. Overheads - There appears to be little transparency here and we note the ACCC’s 

comments on the allocation methodology at use. We again would like to see more 

transparency in this area. 
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4. Interest during construction – as Glencore is not a Zone 3 Access Holder we cannot 

comment on the specific issue raised here by the ACCC. We would say however that if the 

ARTC delays projects in order to offset other expenditure and this has been agreed to by 

the RCG then we feel ARTC is justified in claiming a reasonable amount of interest. 

However the ARTC must be transparent in disclosing this is the intention to the RCG 

beforehand, which I’m not sure has been done in the past. 

5. Prudency of Capital – it is concerning that the ARTC is ‘juggling’ minor capital expenditure 

between approvals. How can prudency be judged when money is constantly juggled 

between approval buckets? I do however concede that the ARTC is now reporting spend to 

the RCG regularly but any practice of simply reallocating approvals to ‘smooth’ over 

spending variances is not acceptable. 

6. Information Delays – the delays by ARTC in responding to information requests by ACCC 

are not acceptable. This is unacceptable when all parties were aware there was a significant 

over recovery by ARTC in the year in question (>$40M). It is not acceptable that it can take 

a large organization such as the ARTC, one year to uncover answers to a Regulator’s 

questions. 

7. Negative Capital Expenditure – Glencore agrees that it is sometimes necessary that 

adjustments be made to Capital Accounts and that a ‘negative addition’ is sometimes the 

net result. However we assume that all such adjustments are valid and not merely 

‘reallocations for convenience’. 

 

 

Based upon the evidence presented in this report, we support the Determination. To the extent that 

ARTC volunteers, or the ACCC holds concerns, that there are similar historical accounting practices, 

then we believe it is appropriate that further investigation of past practice is conducted. The ACCC 

should ‘reopen’ past Compliance and if there has been such claims included then the amounts must be 

returned by ARTC to the appropriate Access Holders as soon as possible. 

 

 

 

 


