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18 March 2014 
 
{by e-mail} 
 
 
Mr Matthew Schroder 
General Manager 
Fuel, Transport and Prices Oversight Branch 
Australian Competition and Consumer Commission 
GPO Box 520 
Melbourne Vic 3001 
 
Email: transport@accc.gov.au 
 
 
Dear Matthew 
 
Whitehaven Submission on ARTC proposed Final Indicative Service variation 
 
I am writing in response to ACCC's paper dated 18 February 2014 which invites submissions in 
relation to ARTC’s proposed variation to the Hunter Valley Access Undertaking (HVAU) Final 
Indicative Service (FIS) characteristics and Access Charges. 
 
Whitehaven conditionally supports ARTC’s proposed FIS characteristics. However, Whitehaven 
does not support the proposed Access Charge price differential.  The proposed Access Charges 
do not reflect the independent modelling by HVCCC and will limit opportunities for growth in 
competition from the emerging regions such as the Gunnedah Basin. 
 
Background to Whitehaven 
 
Whitehaven is the largest coal producer in the Gunnedah Basin, with production from three 
open cut mines and a large underground longwall mine.  In addition, a new large open cut mine 
is forecast to commence production in Q1 2015 which will bring total production to more than 20 
million tonnes per annum. 
 
Whitehaven currently operates from rail load points at three locations in the Gunnedah Basin: 
Werris Creek, Gunnedah and Narrabri Mine.  A new load point is being constructed as part of 
the Maules Creek project. The only other coal operation currently originating in this region is 
Idemitsu's Boggabri Mine. 
 
In 2013, total railings by Whitehaven and Idemitsu to Newcastle using track in Zone 3 were 
approximately 14.5 million tonnes, constituting approximately 9.7% of the total coal tonnage 
traversing Pricing Zone 1 of the Network. 
 
Other coal companies such as Shenhua and BHP have projects (Watermark and Caroona 
respectively) in the Gunnedah Basin which are at various stages of development. 
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The Gunnedah Basin has long been regarded as a capacity constrained part of the Hunter 
Valley Rail network with significant growth in forecast throughput. 
 
Whitehaven has, and continues, to work closely with its rail haulage providers, the Hunter Valley 
Coal Chain Coordinator (HVCCC) and ARTC to increase capacity both in the Gunnedah Basin 
and across the entire network.  Following consultation with all these parties, Whitehaven has 
made significant investments to provide for the most efficient train configuration on the 
Gunnedah Basin section of current network and is poised to make further investments to meet 
continued growth arising out of the Maules Creek project. 
 
In the Gunnedah Basin region Whitehaven has underwritten over $175 million in track 
infrastructure projects including lengthening passing loops to accommodate larger trains.  A 
further $200 million is committed over the next couple of years to expand track capacity further 
to meet contracted demand.  Whitehaven has also upgraded and lengthened loops in its load 
points to accommodate the larger trains. 
 
In parallel Whitehaven has committed to variations to its rail haulage contracts to provide for 
these new larger trains.  In 2012 Whitehaven, in conjunction with its rail haulage provider Pacific 
National, phased out the use of the smaller 3000tn trains, in favour of 5400tn and 6000tn trains. 
In 2013 Whitehaven invested in more wagons and increased the length of the larger trains to 82 
wagons (6300tns).  In 2014 Whitehaven reached agreement with Pacific National to replace the 
3 remaining 5400tn trains with 2 new 6300tn trains.  This investment by Whitehaven has 
provided for a train path efficiency gain of over 210%. 
 
Over the past six months Whitehaven has led the region in trialing 30tn axle load locomotives 
and underwritten the cost of bringing forward the replacement of the current 25tn axle load track 
with 30tn axle load track. The 8000tn trains operating in a 30tn axle load (TAL) environment in 
the Gunnedah Basin provide for a train path efficiency gain of over 266% in a short number of 
years. 
 
Whitehaven continues to support defining and moving to the most efficient train configuration. 
 
 
Background to Final Indicative Service 
 
One of the stated objectives of the Hunter Valley Coal Network Access Undertaking (HVAU) is 
“the promotion of economically efficient investment, use and operation of the Network being an 
element of the Hunter Valley Coal Chain.” 
 
Section 4:18 of the Hunter Valley Coal Network Access Undertaking (HVAU) provides that 
ARTC will develop, in consultation with the HVCCC, the proposed characteristics of the 
indicative service which ARTC considers will deliver the optimum utilisation of Coal chain 
capacity, given certain System Assumptions.  The proposed characteristics include: 

A. maximum train axle load; 

B. maximum train speed; 

C. train length; and 

D. section run times. 
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1 ARTC’s Consultation with industry 

ACCC Questions for comment  

 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? 

 
When considering the questions above, interested parties are encouraged to refer to the 
matters listed in subsection 44ZZA(3) of the Act and the requirements set out in section 4.18 
of the HVAU.  

 
Whitehaven was represented on the ARTC Stakeholder Reference Group (SRG).  ARTC 
acknowledge in their submission that “the determination of what train configuration delivers the 
optimum utilisation of Coal Chain Capacity is complex and requires ‘whole of coal chain’ 
modelling.  ARTC was not in a position to carry out this modelling and was assisted by the 
Hunter Valley Coal Chain coordinator (HVCCC) which did have such capability, albeit that the 
modelling process had its limitations.” 
 
One such limitation to HVCCC modelling was that Whitehaven is of the view that an optimal 
train configuration scenario that should have been considered was if everyone used the smaller 
Gunnedah Basin 25TAL (tonne axle load) train fleet at the increased train speeds that these 
trains already operate at in Zone 3 (80kph loaded journey compared to 60kph for Zone 1 trains). 
 
A scenario of running smaller trains at greater speeds is consistent with the proposed train 
characteristic considerations identified in Section 4:18 of the HVAU, specifically around section 
run times. 
 
The latest published ARTC Hunter Valley Corridor Strategy contemplates the use of an 
Advanced Train Management System (ATMS). “ARTC has previously identified that there exists 
a commercial case for roll-out of the ATMS system in the Hunter Valley, where the capabilities 
of the system may both allow some projects to be deferred, and reduce the construction cost of 
others.”  Such a system would complement the increased benefit of operating slighter smaller 
trains but at a significantly increased train speed thereby reducing cycle time and increasing 
capacity. 
 
During the consultation process Whitehaven acknowledged the limitations of HVCCC current 
modelling capability and the complexities of modelling the capacity benefit of smaller, faster 
trains in an ATMS environment.  In the interests of determining an optimal train configuration in 
a reasonable timeframe Whitehaven agreed to put the idea of smaller, faster trains on hold 
subject to final pricing implications of any alternative. 
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Furthermore, during the consultation period HVCCC presented information, consistent with the 
graph below extracted from ARTC supporting documentation, which indicated that total volumes 
delivered from Scenario 2 (all Gunnedah trains at 30TAL and held at current length of 82 
wagons in all tests) delivered similar volume results to Scenario 3 (where the axle loads and 
lengths for all Gunnedah trains was set the same as all other trains in pricing Zone 1 and 2).  
Scenario 2 was only tested for three train configurations to confirm intuitive expectations. 
HVCCC confirmed their expectation that Scenario 2 had minimal impact as compared to 
Scenario 3. On that basis Whitehaven had every expectation that the pricing for the FIS for a 
Gunnedah Basin train would reflect that there was little economic benefit in increasing the 
Gunnedah train length to a size that was unable to operate in Zone 3. 
 

 
 
Determining the FIS 
 
ARTC originally proposed two configurations for the FIS, one based on increasing train length, 
the other increasing axle load. The proposed configurations are:  
 
‘Axle Load’ FIS  35 TAL, 1,606 m length, payload 11,800 t  
 
‘Long’ FIS   30 TAL, 1,914 m length, payload 11,800 t  
 
ARTC had stated that these configurations both had the potential to increase train payloads by 
25% and decrease train movements by up to 20% over the current Initial Indicative Service for a 
given haulage task. 
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ARTC reasoned that: 
 

1) increments in train size have continued over the last several decades, usually in an ad 
hoc and unplanned manner, responding to incremental changes in technology and 
opportunity; 
 

2) there is no reason to anticipate that further incremental change will not occur; and 
 

3) setting an aspirational FIS will assist to focus development efforts towards a particular 
goal.  

 
However, ARTC did not have a fixed view as to which of these is the more likely to be pursued; 
indeed it is possible that a combination of axle load and length enhancements might be the 
most appropriate. ARTC state that: 
 

1) a substantial amount of analysis, consultation and planning would be required before 
such a direction could be determined with confidence; and yet 
 

2) it is necessary that Operators have confidence that once they have purchased 
equipment the FIS will not significantly change within the lifetime of those assets. 

 
 
Whitehaven Response to ARTC’s Two Proposals for a Final Indicative Service (FIS) 
 
Whitehaven did not support ARTC’s proposal of two configurations for the FIS.  The proposal 
did not provide Whitehaven with any degree of certainty as to the ultimate train configuration 
and the required track infrastructure to support a FIS. 
 
Whitehaven is in the process of making further investments in both trains and track 
infrastructure (through ARTC) to accommodate increased volumes arising out of its expansion 
projects.  The FIS should incentivise Whitehaven, and other Access Holders, to make the 
investment that best promotes economically efficient, use and operation of the Network.  The 
modelling did not support any significant efficiency gain out of Zone 3 producers operating 
longer trains. Lengthening passing loops in Zone 3 is a huge cost requiring a significant lead 
time.  Zone 3 Access Holders are already investing significant dollars in upgrading track to 
30TAL operations, which the HVCCC modelling supports, as it promotes the economically 
efficient, use and operation of the Network that is required to meet future contracted volumes.  
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2 ARTC’s Proposed Efficient Coal Train Configuration 

ARTC have set out in their application and supporting documentation that: 
 
 “ARTC ‘s interpretation of the responses is that stakeholders generally opposed the adoption of 
an aspirational FIS for pricing Zones 1 and 2 that could not be operated efficiently on the 
Network in the near term. The responses canvassed a wide range of concerns, in a number of 
instances reflecting the specific underlying commercial positions of the respondent. Common 
themes were that there was a lack of transparency in the modelling and that it was difficult to 
form a view without an understanding of the costs to develop the components of the coal chain 
to allow the operation of the proposed FIS configurations. In response to the concerns 
expressed, ARTC has modified its proposed FIS.” 
 
Whitehaven agrees with ARTC’s interpretation. However, Whitehaven does not accept that 
ARTC proposed pricing for the modified FIS in any way addresses these concerns for Zone 3 
Access Holders. 

Indicative Service characteristics (efficient coal train configuration)  

Table 2.2: Proposed Final Indicative Service characteristics  

Final Indicative Service  Segments  Final Indicative Service 
characteristics  

Final Indicative Service 1  
(FIS1) 

Pricing Zones 1 and 2  30 tonne maximum axle load 
60 kph maximum speed 
(loaded) 80 kph maximum 
speed (empty) 96 wagon train 
length 1543 metres maximum 
train length section run times 
as per applicable Hunter 
Valley standard working 
timetable  

Final Indicative Service 2  
(FIS2) 

Pricing Zones 1 and 3  30 tonne maximum axle load 
60 kph maximum speed 
(loaded) 80 kph maximum 
speed (empty) 82 wagon train 
length 1330 metres maximum 
train length section run times 
as per applicable Hunter 
Valley standard working 
timetable  

Given the current limitations in HVCCC modelling Whitehaven could support ARTC’s latest 
proposed Indicative Service characteristics if the pricing differential between FIS1 and FIS2 was 
changed to more appropriately reflect the minimal impact FIS 2 has on total volumes, as 
modelled by HVCCC, and the pricing reflected the existing capacity constraints in Zone 3.  
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ACCC Questions for comment  

 Are the proposed Final Indicative Service characteristics determined by ARTC 
appropriate?  
 

Whitehaven supports the proposed Final Indicative Service characteristics, but 
not the proposed pricing differentials. 
 

 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?  
 

Whitehaven and other Access Holders have continued to challenge physical 
constraints and operate more and more efficient train configurations  The 
optimum train configuration may vary over time as these constraints are 
adjusted or removed.  The proposed Final Indicative Service characteristics 
have not been the main driver for moving to optimum train configurations. 

 

 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?   
 

No, Access Holders have already demonstrated a desire to constantly refine 
train configurations to promote the economically efficient, use and operation 
of the Network. 
  

 Will the proposed Final Indicative Services deliver optimum whole of supply chain 
capacity in the medium to long term? 

 

No, Access Holders have already demonstrated a desire to constantly refine 
train configurations to promote the economically efficient, use and operation 
of the Network. 

 

 Do stakeholders have any further comments on the modelling used by ARTC (with 
the assistance of the HVCCC) in the Final Indicative Service development process? 

 

Both ARTC and HVCCC recognise the limitations of the HVCCC modelling.  
Whilst Whitehaven could support the outcome of the modelling, in recognition 
that a perfect model may never be developed in a reasonable time frame, 
Whitehaven does not support a dramatic change in pricing differentials as a 
result of an imperfect model.  

 
The ACCC is also interested in any other comments interested may have regarding the Final 
Indicative Service characteristics. When considering the questions above, interested parties 
are encouraged to refer to the matters listed in subsection 44ZZA(3) of the Act and the 
requirements set out in section 4.18 of the HVAU.  
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3 ARTC’s Proposed Indicative Access Charges 

Whitehaven does not support the Indicative Access Charges in Zone 1. 
 
Gunnedah Basin Access Holders are currently in discussion with ARTC on the DORC value and 
Access Charges for the new Zone 3 and Whitehaven will wait until those discussions conclude 
before commenting further on Indicative Access Charges in Zone 3. 
 
From the limited information available it appears that the Indicative Access Charges that apply 
to Zone 1 are as follows: 
 

TOP Pricing $/kgtkm 2014 Proposed Change 
2014 

Differential 
Proposed 
Differential 

IIS1 / FIS1 – 96 wagon   9.893  9.487 -4.1%    

      

IIS2  – 82 wagon (25TAL) 11.466     11.622 
(1)

 5.5% 16%    23%
(1)

 

FIS2 – 82 wagon (30TAL)        10.605 
(1)

 10.603  0.0%      7% 
(1)

 12% 
 

(1)
 Estimate based on extrapolation of IIS1 to IIS2 

 
Whitehaven, like all coal producers, is facing significant cost pressures as a result of a 
depressed coal export market.  Whitehaven is working closely with it suppliers and service 
providers to reduce cost and improve efficiency. Given the investment and efficiency gains of 
moving from a 6300tn 82 wagon payload to a 8000tn 82 wagon payload Whitehaven expected a 
reduced TOP $/kgtkm cost in Zone 1. 
 
Whitehaven is an expanding producer in one of NSW’s major coal export growth regions, the 
Gunnedah Basin.  Certainty around Access Charge pricing is paramount to the investment 
decisions required to bring new coal mines in to production. 
 
Whitehaven has worked closely with HVCCC, ARTC and its rail haulage providers (Pacific 
National and Aurizon) to understand and develop the most cost effective and efficient coal 
supply chain out of the Gunnedah Basin region to support these new operations.  Whitehaven 
has underwritten the cost of major track expansions in the Gunnedah Basin and has already re-
invested with its rail haulage providers in new optimised, efficient train configurations to 
commence operations at 30TAL from January 2015. 
 
Whitehaven’s investment in track and rolling stock is not only the most cost efficient capacity 
expansion for the Gunnedah Network but also creates whole of coal chain efficiencies in Zone 1 
for all Access Holders. Whitehaven would therefore expect to benefit from lower Zone 1 Access 
Charges as we bridged the gap between Gunnedah Basin FIS2 train characteristics and the 
FIS1 characteristics.  ARTC’s scenario results graph, reproduced earlier on Page 4, clearly 
demonstrates the contribution this investment makes in lifting total volume delivered from the 
current red line (Scenario 1) to the green dots (Scenario 2) as compared to a small incremental 
increase to Scenario 3 which is not physically possible.  
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Furthermore, in developing the Initial Indicative Service the ACCC and stakeholders recognised 
the significant investment a rail haulage provider and its Customers (producers) had made in 
train rolling stock. In recognition that it was a long term investment and the prohibitive cost of 
changing the train configuration the Initial Indicative Service price represented a balance 
between Access Holders ability to respond and a desire to provide guidance to the efficient 
utilisation of the coal chain.  This was done even though there was no physical constraint in 
operating the larger Initial Indicative Service train in Zone 1. 
 
Gunnedah Basin users have recently invested in trains that are larger and more efficient than 
the Initial Indicative Service train configuration for Zone 3.  There is a physical track constraint 
that prevents Access Holders in Zone 3 from operating longer trains and the most optimal and 
efficient outcome was to increase the axle load capacity of track in Zone 3 from 25tn to 30tn. 
 
Whitehaven is of the view that an optimal train configuration scenario that should have also 
been considered was smaller Gunnedah Basin 25TAL (tonne axle load) trains at the increased 
train speeds that these trains already operate at in Zone 3 (80kph loaded journey compared to 
60kph for Zone 1 trains). Given the current limitations in HVCCC modelling capability it is 
unclear whether a substantial investment in increasing the length of passing loops, re-signaling 
part of the Gunnedah Basin network and new rolling stock provides the most efficient train 
configuration to optimise the coal chain. The proposed Indicative Access Charges for Zone 1 
assume that we do have the most efficient train configuration to optimise the coal chain and 
does not provide any opportunity for Zone 3 Access Holders to transition to the new pricing. 
Whereas previously other Access Holders have benefitted from a balanced approach between 
ability to respond and guidance to the efficient utilisation of the coal chain, and were provided 
with a transition period. 
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Questions for comment  

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

 

No, not the proposed pricing for FIS2 in Zone 1.  The proposal to increase the 
pricing differential between FIS1 and FIS2 is not consistent with the benefit the 
new FIS2 brings to all of coal chain volumes in Zone 1, as independently 
modelled by the HVCCC   

 

 Are the factors ARTC has had regard to in determining the Indicative Access 
Charges for the Final Indicative Service appropriate? 

 

Consideration of these characteristics in developing the gtkm pricing unit 
should give ARTC the appropriate scope to ensure that differential pricing is 
only applied in circumstances where Access Holders are actually able to 
impact on the efficient utilisation of the network.  
 

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

 

The proposed pricing suggests that the factors do not take in to account the 
minimal difference between FIS1 and FIS2 in Zone 1 on total coal chain 
volume.  Whitehaven worked closely with ARTC, HVCCC and rail haulage 
providers to develop the most efficient train configuration and configure 
operations from multiple load-points in a way that optimises coal chain 
volumes for all Access Holders.  The proposed pricing does not reflect this 
work. 
 

 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? 
 

No, Access Holders have already demonstrated a desire to constantly refine 
train configurations to promote the economically efficient, use and operation 
of the Network. 
 

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

Whitehaven previously supported retaining GTKM as a Pricing Unit on the 
basis that:  
 

1) differentiating price is about incentivising efficient utilisation of capacity; 
and  
 

2) due recognition was given to efforts of an Access Holder to operate the 
most efficient train that was physically possible through all sections of the 
network in which they operate;  

 
The ACCC is also interested in any other comments interested may have regarding the Final 
Indicative Access Charges. When considering the questions above, interested parties are 
encouraged to refer to the matters listed in subsection 44ZZA(3) of the Act and the 

requirements set out in section 4.18 of the HVAU. ?  
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4 Drafting Amendments 

Questions for comment  

 Are the drafting changes in the Proposed Variation appropriate? 

 Is the drafting of the Proposed Variation sufficiently clear and transparent?  
 
We are not in a position to provide an informed comment at this point in time. 
 

When considering the questions above, interested parties are encouraged to refer to the 

matters listed in subsection 44ZZA(3) of the Act. 

 
 
Thank you for the opportunity to submit comment on this matter.  Please contact me if you 
would like further clarification on the above. 
 
 
Yours sincerely, 
 
 

 
Jonathan Vandervoort 
EXECUTIVE GENERAL MANAGER – INFRASTRUCTURE 
 
 


