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Proposed Schedule F Amendment —
QR'’s Response to the QCA'’s Draft Decision May 2007

1. PREAMBLE
1.1 INTRODUCTION

On 28 February 2007, Queensland Rail (QR) submitted to the Queensland
Competition Authority (QCA) its ‘Proposed Schedule F Amendment’ in accordance
with its obligations under Clause 3, Part B of Schedule F of QR’s 2005 Access
Undertaking (QR’s Undertaking). The submission sets out QR'’s proposals for the
amendment of Schedule F of QR’s Undertaking and other consequential
amendments with respect to the form of regulation to apply to coal-carrying Train
Services.

QR’s submission was prepared following consultation with the Queensland
Resources Council (QRC) and the QCA over a period of approximately 12 months.
This consultation focused on the form of regulation to apply between 1 July 2006 and
30 June 2009 to address the allocation of volume risk.

This response document (this document) has been prepared by QR following
publication on 19 April 2007 of the QCA’s Draft Decision document and submission
by QR of a wvoluntary draft amending undertaking (DAU) with respect to
Relinquishment Fees for Access Agreements executed after the Commencing Date
for QR’s Undertaking.

1.2 QR’s POSITION

In broad terms, QR accepts the principles associated with the QCA’s proposed
amendments, and supports the QCA’s attempts to clarify the application of a hybrid
revenue cap approach. Comments on each of the proposed amendments are
discussed further in this document.

However, QR is concemed regarding a number of the proposals which should be
substantially modified or withdrawn. In particular, QR believes that:

e The QCA’s proposal to adjust System Allowable Revenue for breach of an
Access Agreement or negligence by QR is unclear. QR accepts in principle
that an adjustment should be made in respect of wilful default by QR, but the
relevant provisions should be no more onerous than arrangements for
revenue cap approaches in other regulated businesses, and in particular the
approach approved by the QCA for the Dalrymple Bay Coal Terminal (DBCT).
The arrangements proposed by the QCA (which adjust not only for all
breaches of an Access Agreement but also negligence) go substantially
beyond these approaches.

QR is unable to provide an alternative form of detailed drafting in the
timeframe specified by the QCA for responses to the Draft Decision. QR
requests that the QCA endorses the set of ‘drafting principles’ contained in
this document which are consistent with the DBCT User Agreement. If these
principles are endorsed, QR would be pleased to work with the QCA to agree
an appropriate form of wording for a revised Proposed Schedule F
Amendment.

e The QCA'’s proposed consequential amendment with respect to Take or Pay
is outside the scope of Clause 3 of Part B. QR notes that this issue was not
raised by either QR or the QRC during the consultation process. The
proposed wording is a material change to capacity management
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arrangements under Part 7 of the Undertaking, and is not consequential to
QR’s form of regulation proposals.

QR requests that the QCA’s proposed amendment be withdrawn.

e The QRC has proposed a number of other changes which were not discussed
between QR and the QRC during the consultation period. QR questions
whether some of these changes are necessary.

QR is prepared to accept the QCA’s proposed publication of QR’s Reference
Tariff variation, although it questions why the QCA is proposing to oblige itself
to do so. In this regard, it is noted that much of the information that will
support the revenue cap calculation will be confidential. QR also requests
that the proposed amendment requiring QR to complete a responsibility
statement be withdrawn, as it exceed the QCA'’s requirements in relation to
the other businesses it regulates under a revenue cap approach.

1.3 WAY FORWARD

QR notes the QCA’s comments regarding the effect of publication of the Draft
Decision on the timing of the process for approval of the Proposed Schedule F
Amendment. QR confirms receipt of the QCA'’s letter dated 19 April 2007 confirming
an extension of time for approval or rejection of QR’s Proposed Schedule F
Amendment to 31 May 2007.

QR accepts the extension of time advised by the QCA, and undertakes to work with
the QCA towards submitting a revised Proposed Schedule F Amendment by 30 June
2007. However, QR notes that the QCA is not obliged to approve the QR’s revised
Proposed Schedule F Amendment (or publish its own in the event that the revised
document is rejected) by this date.

QR requests that if the QCA confirms that QR’s Proposed Schedule F Amendment is
rejected, the timeframes for submitting the Reference Tariff variation for the 2006/07,

in accordance with Clause 3.3 of Part A, be adjusted such that there is a period of 60
days between submission of the proposed Reference Tariff variation and the later of:

e The end of the Year (i.e. 30 June 2007); or

e Approval of the Proposed Schedule F Amendment by the QCA or publication
by the QCA of its own.

Accordingly, QR proposes a number of amendments to Subclause 3.3.1 of Part A of
QR'’s Proposed Schedule F Amendment as follows:

e Additional wording based on the timeframes referred to above; and

e Minor amendment to Paragraph 3.3.1(b) of Part A to align with the QCA’s
proposed Paragraph 3.3.7(d), which is accepted by QR.

The revised wording (with additional and amended wording in bold italics) is provided
below.
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3.3.1 QR will submit a variation of a Reference Tariff to the QCA:

(a) in accordance with this Clause 3.3, if an Endorsed Variation Event or a
Review Event occurs; or

(b) subject to Subclause 3.3.3, within sixty (60) days:

(i) of a written notice being received from the QCA in accordance with
Subclause 3.3.2; or

(i) after the end of each Year of the Term if required to submit a
variation under Clause 3B of Part B,

however, QR will not be obliged to submit a variation of a Reference
Tariff to the QCA under this Subclause 3.3.1(b) prior to sixty (60)
days after the later of:

(iii) 30 June 2007; and

(iv) the approval of a Proposed Schedule F Amendment as
contemplated in Clause 3 of Part B of Schedule F.

1.4 FORM OF RESPONSE

This document provides comments in a format which correlates to each of the
chapters and sub-chapters in the Draft Decision.

QR has elected not to comment directly on both the QCA’s interpretation of QR’s
Proposed Schedule F Amendment, and submissions subsequently made in response
to the QCA’s publication (“Stakeholder Comments”). Comments are restricted to
each section of the Draft Decision titled “Authority’s Analysis and Draft Decision” and
the attachment detailing the QCA’s proposed mark-ups to QR’s Proposed Schedule
F Amendment.

In addition, Attachment A includes a summary of the QCA’s proposed changes to the
Proposed Schedule F Amendment, QR’s position with respect to each of the
proposed changes and the section of this document in which each change is
discussed.

QR notes that the QCA has made a number of relatively minor changes to the
Proposed Schedule F Amendment. These changes are not discussed in this
document but are referenced at Attachment A. In principle, QR accepts the changes.

In this document:

e References to QR are in the context of QR’s Below Rail activities which are
regulated by QR’s Undertaking;

e References to UT1, UT2 and UT3 are to QR’s Access Undertakings effective
1 July 2001 and 1 July 2005, and QR’s Access Undertaking which is due to
commence on 1 July 2009, respectively;

e References to QR’s Undertaking are to the UT2 document;

o References to “mines” are to coal mine owners as end customers pursuant to
a haulage agreement with an Access Holder;
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e Unless expressly stated otherwise, all references to Clauses, Subclauses and
Paragraphs are references to Clauses, Subclauses and Paragraphs in
Schedule F, Part B of QR’s Undertaking; and

o Terms used that are defined in QR’s Undertaking have the meaning given in
QR’s Undertaking.
































































