
RECORD O F  MEETING - AUSTRALIAN RAIL TRACK CORPORATION LTD 
(ARTC) 

27 November 2007 

Re: Applications for authorisation (A91068 - A91070) of the proposed Vessel Queue 
Management System (VQMS) lodged by Pacific National (NSW) Pty Ltd, QR Limited 

and Port Waratah Coal Sewices Limited 

ACCC David Hatfield (Director, Adjudication) 
Jaime Martin (Assistant Director, Adjudication) 

ARTC David Marchant (CEO and Managing Director) 
Denise McMillan-Hall (General Manager, Hunter Valley) 

Time 9.30am 

Location ARTC Sydney 

This meeting was requested by the Australian Competition and Consumer Commission 
(ACCC) to discuss the application for authorisation received from Pacific National (NSW) 
Pty Ltd, QR Limited and Port Waratah Coal Services Limited in relation to the proposed 
Vessel Queue Management System (VQMS). 

The ACCC outlined that it would prepare a written record of the meeting and send a copy to 
ARTC for the purpose of it making any request to exclude the record (or parts thereof) from 
the public register. 

The main issues discussed during the meeting are summarised below. 

Hunter Valley coal chain capacity and demand 

ARTC estimates that its rail network has an annual capacity of around 140 million 
tonnes. However, capacity is influenced by where in the Hunter Valley coal is loaded 
from. 

ARTC understands that above rail capacity is approximately 108 to 1 16 million tonnes 
per annum, while port capacity is currently 102 million tonnes per annum. ARTC 
noted that Port Waratah Coal Services (PWCS) has committed to increase capacity at 
the port to 1 13 million tonnes per annum, but this increased capacity will not be 
operational until the end of 2009. 

ARTC indicated it would provide a public copy of its program of investment for the 
next 5 years to the ACCC as soon as possible. 

ARTC noted that demand nominations lodged with PWCS totalled 1 16 million tonnes 
for 2008. It understands that aggregate producer demand for 2009 is around 130 
million tonnes. 



During times of constrained coal chain capacity, ARTC is of the view that the port 
should be able to conduct an auction for available capacity, which is open to all 
producers. ARTC believes this would be consistent with the open access provisions of 
PWCS' lease agreement with the NSW Government. 

ARTC's contracts 

ARTC sells train paths (or 'capacity') to rail operators. It has a clear understanding of 
how many train paths are available in each part of the Hunter Valley rail network. 
There are less train paths in more remote sections of the network. 

Producer Working Group meetings 

ARTC advised that it attended the Producer Working Group meetings held throughout 
2007 as an observer only. 

The proposed VQMS 

ARTC is not opposed to the application for authorisation of the proposed VQMS in 
principle. However, it believes that any system designed to allocate coal chain 
capacity will assist to maximise throughput of the Hunter Valley coal chain. 

Based on available information to date, ARTC stated that it will lose $8 million in 2008 
under the proposed VQMS. 

ARTC is not confident that the proposed VQMS does anything to solve the problem in 
2009. ARTC believes that PWCS needs to be able to enter longer term take or pay 
contracts with producers. 

ARTC expressed concern about the composition of the Administration Panel under the 
proposed VQMS, which will consist of a member from Pacific National, QR and 
PWCS. In particular, ARTC noted that the Administration Panel will be responsible 
for making performance based judgements about which service provider is acting in a 
manner which creates a constraint on the capacity of the coal chain. Under this process, 
any adjustment to available coal chain capacity can be applied to individual rail 
providers. ARTC believes that the two rail providers have an obvious interest in 
protecting their individual share of allocated capacity and it believes this process could 
become adversarial. In this regard, ARTC believes it should also be included on the 
Administration Panel as it possesses critical information about delays or issues which 
may be causing a system constraint. 

ARTC also expressed concern about the lack of transparency in relation to how rail 
providers will allocate their share of capacity to their customers. ARTC noted that as 
at 27 November 2007, it is still unaware of individual producers' allocated capacity 
because the coal chain capacity has been allocated to the two rail providers in the first 
instance. This inturn creates uncertainty for ARTC for 2008 in relation to maintenance 
planning and timing of investment 

ARTC explained that under the current Medium Term Capacity Balancing System 
(CBS), the spread of pro rata allocations was even across all coal producers. This 
allows ARTC to predict how the coal will move through the rail system. 



The ARTC stated that is supports the interim process. However, it believes the ACCC 
should require the industry to come back to it by mid 2008 with a proposed solution for 
2009. If the industry fails to do this, ARTC believes the ACCC should force a market 
based solution on the industry - for example, a Dutch auction for port capacity. 

The potential for new rail providers to enter the Hunter Valley network 

ARTC stated that it is aware of at least three rail providers talking to coal producers 
about entering the Hunter Valley - one of which claims they could be ready to 
commence hauling coal in six months. 

ARTC believes the proposed VQMS may provide the incumbent rail providers with a 
potential to inhibit competitive rail operators. 

Due to the uncertainty about any new queue management scheme that may operate at 
the Port of Newcastle in 2009, ARTC considers the proposed VQMS creates an 
incentive for coal producers to seek to increase contract volumes with the incumbent 
rail providers. This may provide incentives for people to contract with the two rail 
providers to win influence over future allocation systems. 

The counterfactual 

ARTC is of the view that if the proposed VQMS is not authorised by the ACCC a 
queue is likely to reform at the Port of Newcastle. However, ARTC believes the 
industry would develop another queue management system. 


