












-6-

OR cause

The take-or-pay arrangements provide for QR Network to recover revenue from access holders, in
this case QR National, where contracted service levels are not met. This arrangement is limited to tile
extent, that QR Network is unable to make rail infrastructure available for the operation of train
services in accordance with an access holder's train service entitlement. i.c. QR cause.

The revenue cap mechanism allows QR Network to recover the shortfall in take-or-pay revenues due
to QR cause except where the cancellations in train services due to QR cause are more than 10% in
anyone month and are the result ofQR Network's breach of an access agreement or negligence.

QR Network advised that around 3.8% of train paths in central Queensland were cancelled due to QR
cause and that it was not aware of any event which would give rise to a deduction in the revenue cap
adjustment due to a QR cause incident due to breach or negligence.

On reviewing QR Network's financial model, the Authority confinns that in no one month did the
number of cancellations due to QR cause exceed the 10% threshold - the highest was 7% for
February 2008. Moreover, there was no indication by either QR Network or stakeholders that these
cancellations were due to breach or negligence on the part of QR Network.

Accordingly, the Authority accepts QR Network's proposal as reasonable and notes that, in line with
the undertaking, QR Network will recover the shortfall in take-or-pay revenues through the revenue
cap mechanism and no deduction is to be made for QR cause.

Escalation and Final Revenue Cap Adjustmelll Amount

The Authority reviewed QR etwork's claim regarding the escalation component of the revenue
shortfall. QR Network's calculations correctly allow for it to earn an annual return on its revenue
shortfall over the tW<ryear period of 8.43%, the cost of capital on which the 2006 access undertaking
was based. The Authority accepts QR Network's proposal in relation to this. The amount is included
in QR Network's proposed adjustment amount, raising the approved revenue shortfall amount for
2009-10 from $37.1 million to $43.6 million.




