
Ref No: 

22 December 2006 

The General Manager 
Adjudication Branch 
Australian competition and Consumer Commission 
PO Box 11 99 
DICKSON ACT 2602 

QUEENSLAND RAIL AND PACIFIC NATIONAL NOTIFICATION N92729 
RE PROPOSED ACACIA RIDGE TERMINAL SERVICES AGREEMENT 

INTERESTED PART CONSULTATION 

ARTC SUBMISSION 

Thank you for the opportunity to make comment in relation to this notification from 
Queensland Rail ("QR). 

ARTC controls, through ownership or long-term lease, a substantial part of the interstate 
rail network between the Katgoorlie in WA to the Queensland border. ARTC controls the 
interstate and Hunter Valley coal rail networks in NSW under a long term lease with the 
NSW Government. 

On these networks, ARTC is responsible for: 

o Selling access to train operators 

o Development of new business 

o Capital investment 

o Operational management 

o Management of infrastructure maintenance 

ARTC also manages, on behalf of the NSW Government, the regional branch line 
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network in NSW consisting of around 40 track segments and being around 3350 km in 
length. ARTC carries out the maintenance and train control on the network under 
contract to the NSW Government, which is responsible for ongoing funding of investment 
in the branch line network. 

ARTC1s lease in NSW effectively gives ARTC the same control over the interstate 
network in NSW as it has on its east-west corridors, and delivers the same continuity of 
access management on the north-south corridors, as currently applies to the majority of 
the east-west corridors. The arrangement will also deliver to the interstate north-south 
corridors significant performance benefits designed to improve rail's competitiveness on 
these corridors and bring about substantial modal shift, through the investment of around 
$1.8bn. The modal shift sought will depend upon the improvement in network condition, 
performance and capacity translating to overall rail performance and benefits being 
passed on to users of rail services. This will depend on the extent to which network 
users invest in above rail capacity such as rollingstock and terminals, as well as the 
extent to which rail on rail competition will ensure above rail yield benefits through the 
operation of more efficient services are passed onto users vis-8-vis retained as above rail 
profits. 

As such, important elements to ARTC of this notification by QR relate to impact on above 
rail capacity investment (terminals and rollingstock), and impact on competition for rail 
services on north-south interstate corridors. 

ARTC notes that QR has limited the market in question to the market for 'the supply of 
standard gauge infrastructure services on the facilities comprising the ART and 
associated infrastructure'. Consideration should be given as to whether the relevant 
market should be widened to include the supply of standard gauge intermodal rail 
services into and out of Queensland given that all such services must access and make 
use of terminal facilities at the ART. At the least, measurement of the public benefit and 
detriments of the proposed arrangement should include impacts on the wider market. 

ARTC notes that QR has asserted that the arrangement will provide greater security and 
confidence in making investment decisions going forward. To the extent that this will be 
the case, ARTC sees the arrangement as providing a good foundation for investment in 
terminal capacity at Acacia Ridge ("ART"). The picture is not quite so clear for PN, where 
certainty of access is not guaranteed, but lower price of access improves above rail 
profitability and the likelihood of investment in north-south above rail capacity. To cater 
for future growth projections, substantial investment in both terminal capacity and 
rollingstock capacity is needed. That is, the proposed public benefit of ART investment 
are unlikely to be realised without commensurate investment in rollingstock. 
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On the other hand, the arrangement is likely to constrain investment in terminal capacity 
elsewhere in the south of Brisbane (to the extent that this is possible) because of the lack 
of volume that might be available to utilise that capacity (given the extent of volume 
locked into ART through this arrangement). This will act as a barrier to entry to new 
entrants in the market for north-south rail services. 

If, as QR asserts alternative terminal capacity in the Brisbane area is unlikely into the 
foreseeable future (which the ACCC should confirm), then given QR's vertical integration, 
and the volumes guaranteed through the arrangement, then it is likely that access to the 
ART will present a significant barrier to entry to a new entrant in the market for north- 
south rail services. 

It should be noted that either of these barriers may exist, but probably to a lesser extent, 
without the arrangement. 

The ACCC, through its enquiries with prospective entrants in north-south rail markets, 
should determine whether there are other opportunities for terminal development in 
Brisbane, and perceived difficulties of gaining access to the ART with the arrangement in 
place. 

If the market in question is limited as QR proposes, then it is difficult to argue that the 
benefits of the proposed arrangements would not outweigh the competitive effects. 

If the assumptions in relation to relevant market, and possibility for development for 
alternative terminal capacity in Brisbane were different, then the competitive impacts are 
likely to be more complex and higher. 

Please note that submission contains no information that ARTC would consider 
commercial-in-confidence. 

For further information regarding the preparation of this submission, contact Mr. Glenn 
Edwards, (08)82174292 (Ph), (08)82174578 (Fax), gedwards@artc.com.au (Email). 

/ 

' David Marchant 
Chief Executive Officer 
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