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INTRODUCTION 

The Queensland Resources Council (QRC) provides this response to the Authority‟s request for 

comments on QR Network‟s most recent draft access undertaking, which seeks to extend the current 

expiry date until 30 June 2011 and seeks to give effect to the Authority‟s proposed reference tariffs 

and relevant tariff setting principles which were contained in Queensland Competition Authority‟s most 

recent June 2010 Draft Decision.  QRC appreciates the opportunity to provide this submission to 

assist in the Authority‟s consideration of the proposed 2010 draft amending access undertaking– 

Pricing matters (DAAU). 

 

QRC has previously provided submissions to the Queensland Competition Authority (QCA) in order to 

assist in the assessment of the proposed reference tariffs and system allowable revenues contained in 

QR Network‟s 2010 voluntary draft access undertaking (UT3.2).   

 

Given that the DAAU is an interim measure which has been sought to enable QR Network to record 

higher access charge revenue within its accounts for the current financial year, to the extent that the 

QCA approves amendments to the 2008 Access Undertaking, QRC maintains that it is important that 

the QCA to reserves the right require consequential amendments to Schedule F as part of its 

assessment of QR Network‟s proposed replacements access undertaking (UT3), if necessary to 

achieve a sensible regulatory outcome.   

 

The DAAU should not be seen as the final approval process by which UT3 matters are endorsed, 

particularly given that there are a range of non-reference tariff provisions which appear to require 

consequential amendment.   

 

In terms of process, QRC is currently reviewing stakeholders‟ submissions in response to the QCA‟s 

June 2010 Draft Decision as well as recently announced proposed amendments to the QCA Act and 

Transport Infrastructure Act.  QRC will be seeking to provide this information to assist further decision 

to be made by the QCA.    
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 QRC supports the proposed extension of the expiry date 

QRC notes that the target date for finalisation of the UT3 regulatory process, provided by 

s147A(4) of the Queensland Competition Authority Act 1997 (QCA Act) as stated on the 

QCA‟s Notice of Time Periods, is 29 November 2010.  As such, QRC supports the proposed 

amendments to QR Network‟s current 2008 Access Undertaking to extend the expiry date for 

the: 

­ central Queensland coal network until 30 June 2011 or when the QCA approves QR 

Network‟s UT3 replacement access undertaking, whichever is sooner; and 

­ below-rail network excluding the central Queensland coal network (including the 

Western System), until 30 June 2011. 

QR Network‟s proposed amendments are consistent with past regulatory practice to address timing 

delays between the expiry and subsequent approval of QR Network‟s access undertaking.  QRC notes 

that the 2008 Access Undertaking has been amended by approval from the QCA to extend the expiry 

date on several occasions during the current UT3 process.    

 

QRC Position on the DAAU 

QRC supports the proposed extension of the expiry date of the 2008 Access Undertaking. 

 

 Proposed broadening of QR Network‟s ability to disclose confidential information 

to an external party (Clause 3.3(d)(ii))  

While QRC notes that there may be valid circumstances for QR Network to provide “Confidential 

Information” to another railway manager for the purposes of co-ordinating the negotiation or provision 

of access during the separation process of the coal and non-coal below-rail networks, it is not clear 

that the proposed drafting places appropriate boundaries around the treatment of this proposed 

exemption from the undertaking‟s management of confidential information requirements.   

 

Irrespective if the information is provided on the basis of it being treated as confidential, given the two 

recent instances of inappropriate disclosure of confidential information by QR Network, QRC considers 

that the proposed clause is inadequate.  QRC considers that the proposed clause should be amended 

to: 

­ require any information ”sharing” to be subject to a specific confidentiality deed, 

which includes permitted uses, obligations and includes liquidated damages; and 

­ the QCA to be provided with a report outlining the information which has been 

shared, and the ability to select and manage an auditor to review the treatment of 

this information, if the QCA subsequently deems this necessary.   

 

Fundamentally, the information classified as Confidential Information is such that any “disclosure might 

reasonably be expected to affect the commercial affairs of the owner of the information”.  Furthermore, 

QRC notes that these proposed amendments have not been previously canvassed, nor discussed 

with industry.  

 

QRC Position on the DAAU 

The proposed amendments relating to the treatment of confidential information need to be revised 

to ensure proposed information “sharing” is subject to necessary regulatory safeguards.   
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 Proposed cross system traffic – generates unnecessarily excessive tariffs  

QRC supports the creation of a predictable and transparent approach to the pricing of cross system 

traffic and welcomes QR Network‟s proposal in this regard.  However, QRC maintains that the 

proposed cross system traffic formula proposed by QR Network generates excessive tariffs, with the 

basis of this approach being underpinned by unrealistic theoretical, rather than, practical 

considerations.  

 

Industry‟s primary area of concern surrounds the payment of the higher of the AT3‟s and AT4‟s for the 

system that is traversed, including the potential levying of the system premium, for the entire journey.  

QRC does not support this approach and this matter was not addressed by the Authority in its June 

2010 Draft Decision on pricing related matters.   

 

QRC supports:   

­ AT3 be payable for the ntk‟s in the origin system, using the origin system rate, and for the ntk‟s in 

the destination system, using the destination system rate (that is, similar approach as to that 

proposed by QR Network for AT1 and AT5 tariff components); and 

­ AT4 be payable based on the average of the AT4‟s of the origin and destination systems, 

weighted according to the relative distance travelled in the origin and destination systems. 

  

QRC notes that the QCA, in the December 2009 Draft Decision, favoured QR Network‟s approach of 

applying the higher of the AT3‟s/AT4‟s from each system on the basis that this approach “seeks to limit 

the increased utilisation of already heavily utilised sections of the network”.  QRC considers that this 

justification is flawed, and requests the QCA reconsider this position on the basis that: 

­ Each system is currently fully utilised.  This is evidenced by the existence of queues in each 

system and by the Coal Rail Infrastructure Master Plan. 

­ There is no need to „protect‟ the Goonyella system from additional traffic via a pricing mechanism, 

as the Section 4 and Section 7 processes ensure that Available Capacity must exist before 

additional traffic is allowed into the system. 

­ A pricing mechanism which seeks to discourage additional growth in the lower cost system does 

not encourage the “economically efficient operation of, use of and investment in the QR Network 

infrastructure”.  QRC accepts that the proposed mechanism would encourage efficient use of and 

investment in the infrastructure IF any origin system was at risk of having spare capacity, but this 

is not the case. 

 

QRC considers that the QCA‟s May 2010 Draft Decision in regard to AT3 and AT4 is inconsistent with 

the decision in regard to AT5.  Given the significant divergence between the Blackwater and Goonyella 

AT5‟s (following QR Network‟s decision to accept the 2009 Draft Decision to reject the amalgamation 

of AT5 tariffs), there is now a strong incentive to avoid the Blackwater AT5 by travelling „cross system‟.  

Yet in this case, QR Network proposes, and the QCA has supported, a methodology which is 

consistent with the QRC‟s proposal (that is,. payment of the AT5 based on the egtk‟s travelled within 

each system).  In reality, the financial incentive is largely overcome by practical considerations such as 

port and rail capacity constraints in the alternative destination system.  QRC suggests that this is 

equally true in regard to AT3 and AT4 and that there is no basis for adopting an approach to AT3 and 

AT4 which is inconsistent with the approach taken for AT5. 
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However, QRC also notes that the proposal involves payment of the higher of the AT3‟s and AT4‟s for 

the two systems.  Given that cross-system traffic will often originate close to the borders of two 

systems, it can be expected that the distance travelled within the origin system will often be quite low, 

and will involve sections of the origin system which are not heavily utilised.  QRC struggles to see the 

logic, in the case where the AT3 or AT4 of the origin system is higher than the destination system, of 

applying this higher AT3 and AT4 for the entire journey. 

 

QRC considers that the QCA should review the impact of its proposed approach on those cross 

systems traffics which have been assessed during the derivation of the proposed reference tariffs and 

compare the contribution to common costs which is currently being made under the existing pricing 

arrangements to that proposed under QR Network‟s proposal. 

 

QRC Position 

That the proposed cross system reference tariff methodology be amended such that:   

­ AT3 be payable for the ntk‟s in the origin system, using the origin system rate, and for the ntk‟s 

in the destination system, using the destination system rate; and 

­ AT4 be payable based on the average of the AT4‟s of the origin and destination systems, 

weighted according to the relative distance travelled in the origin and destination systems. 

 

 Offsetting of take or pay should be extended to UT2 (Schedule F, Part B, 2.2.5) 

Our understanding of this section is that it effectively allows a shortfall in the use of Train Service 

Entitlements, which would otherwise lead to a take or pay exposure under an Access Agreement, to 

be offset against excess railings under another Access Agreement, subject to: 

­ Each of the Access Agreements relating to the same End User (Customer); and 

­ Each of the Access Agreements being for the same origin/destination combination; and 

­ The Access Agreement for which a shortfall exists being a “UT3” Access Agreements (while the 

Access Agreement from which a “surplus” is credited can be any generation of Access 

Agreement).  The limitation of the clause to UT3 agreements arises from the fact that only clause 

2.2.3 (and not clause 2.2.2) is subject to clause 2.2.5. 

 

In QRC‟s view, the ability to offset take or pay for an origin/destination combination is a sensible 

refinement to the application of take or pay rules.  In the absence of this offset, there would be a 

strong disincentive against a Customer having two Access Agreements (including through operators) 

in regard to the origin/destination.  For example, a Customer who has two above rail operators may 

face a pass-through of „take or pay‟ costs as a result of variations in the paths used by each operator, 

despite the full contracted paths being used overall. 

 

QRC has previously supported a set of take or pay rules for UT3 Access Agreements which are on the 

same terms as UT2 Access Agreements.  In each case, the take or pay obligations are significantly 

stronger than those which applied under all previous generations of Access Agreements.  QRC 

therefore considers that the ability to aggregate/offset should be extended to UT2 Access Agreements 

(ie. those to which 2.2.2(b)(ii) or (iii) applies) in order to: 

­ maintain consistency between take or pay terms for UT2 and UT3 agreements; and 
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­ recognise the relatively strong take or pay which applies to these agreements and the need to 

avoid applying these strong take or pay provisions in a case where this is clearly not justified (ie. 

where the total contracted train paths were used). 

 

QRC accepts that the take or pay rules under UT2 Access Agreements are documented in those 

agreements and cannot be varied through a subsequent undertaking.  However, in this case, 

extending the relaxation of take or pay to UT2 agreements would not require amendments to the 

contracts.  Rather, to give effect to this improvement: 

­ QR Network would commit (in the Undertaking) that it will not collect take or pay in these 

circumstances, notwithstanding that it may entitled to under the terms of Access Agreements; and 

­ the revenue cap provisions would be amended to ensure that QR Network is not deemed to have 

collected the foregone revenue. 

 

Under this proposal: 

­ the relevant Access Holders and their customers will be better off; 

­ QR Network will be no worse off due to the revenue cap mechanism; and 

­ other Customers may incur a marginal revenue cap adjustment increase.  However, QRC 

accepts this outcome as it considers that collection of take or pay in these circumstances cannot 

be justified. 

 

In regard to UT1 Access Agreements, QRC notes that: 

­ relaxation of UT1 take or pay terms would further disadvantage UT2 and UT3 Access Holders 

(through revenue cap effects) who already face significantly stronger provisions; and 

­ if any UT1 Access Holder considers that they would be better off under an Access Agreement 

which is based on UT3 terms, QR Network could facilitate a transfer of Access Rights into a 

replacement agreement (on UT3 terms). 

 

QRC Position 

The ability to offset take or pay for an origin/destination combination is a sensible refinement to the 

application of take or pay rules.  In the absence of this offset, there would be a strong disincentive 

against a Customer having two Access Agreements (including through operators) in regard to the 

origin/destination.   

 

 Proposed application of revenue-cap adjustments and “single origin-destination pair”  

QRC considers that it is appropriate for the QCA to review current access agreements in order to 

verify that the proposed approach to a “single origin-destination pair‟ are able to be transparently 

applied.  In the event that an Access Agreements does not specify the number of paths to a “single 

origin-destination pair”, the proposed drafting may not realise the intent as presented in the June 2010 

Draft Decision.    

 

QRC Position 

QCA should verify that Access Agreements enable the proposed revenue-cap mechanism to 

operate as stated within the June 2010 Draft Decision.   
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 QCA needs to consider evidence supporting a lower beta estimate  

Previously, the QCA has requested additional evidence on whether a lower equity beta estimate is 

justifiable for QR Network. It is not clear to QRC that the QCA has considered the effect of certain 

“commercial” non-standard agreements recently executed by QR Network will have on QR Network‟s 

risk profile and actual financial returns.  A coal producer has previously submitted information 

regarding these agreements to the QCA.  Given that these agreements will remain in place regardless 

of the terms of UT3, they remain a relevant consideration for the QCA in terms of the risk profile of QR 

Network. 

 

Irrespective of the merits, or otherwise of the circumstances surrounding these agreements, QRC 

considers that the arrangements which have been entered into are relevant considerations in terms of 

QR Network‟s commercial and regulatory risk profile for the UT3 period.   

 

QRC considers that the QCA should use its section 185 powers in order to obtain relevant documents 

associated with the project deeds, and related documents, which are essential in understanding how 

these „commercial‟ agreements impact on regulatory arrangements, and how these operate to lower 

QR Network‟s risk profile.   

 

 

QRC Position 

QCA should use its section 185 powers in order to obtain relevant documents associated with the 

project deeds, and related documents, that describe recent “commercial negotiations” which 

provide QR Network with an excessive rate of return.  These agreements are fundamental to 

understanding QR Network‟s risk profile and the rate of return which should be endorsed by the 

QCA.    

 

 Investment commitment provided by QR Network will now be key   

QRC has difficulty commenting on the WACC at this stage, given that “any assessment of the WACC 

should be in the context of the risks faced by QR Network” (QCA 2009 Draft Decision).  However, 

QRC considers that the proposed WACC is excessive for the minimal risk profile proposed by QR 

Network, which includes (among many additional risk mitigation measures) an investment commitment 

only in „minor‟ projects, and a right to seek above-regulated (in fact, unlimited) returns on all other 

projects.   

 

QRC considers that the QCA‟s proposed WACC will apply only to past investments and „minor‟ future 

projects, while QR Network‟s average returns will be significantly higher.  As such, QRC is interested 

in how the QCA will seek to improve the operational aspects of QR Network‟s „minor‟ investment 

commitment.  For example, QRC considers that there must be an automatic and transparent process 

by which coal producers can identify such „minor‟ projects and trigger this investment commitment.  

QRC notes that reliance on QR Network‟s internal processes for determining necessary 

enhancements to the network is questionable given the absence of justification for the arbitrary 

removal of certain projects (which now appear to be subject to a range of „commercial principles‟). 
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QRC Position 

QRC looks forward to reviewing the proposed QCA approach to facilitating investment in the coal 

network, including how processes will enable investment commitments to actually be realised.    

 

 Western System Reference Tariffs and Revenues  

QRC maintains that there should be no increase in Western System tariffs until the case for increases 

is demonstrated by a reasonable, repeatable and robust methodology.  QRC restates its position that 

existing tariffs should be approved as the appropriate tariffs until a proper assessment of Western 

System issues and tariffs is completed – otherwise the incentive for these matters to be resolved 

appears to be lost until the commencement of the next regulatory (UT4).   

 

QR Network has not demonstrated that its proposed Western System tariffs are based on a robust 

methodology, nor that the methodology is suitable for „rolling forward‟ to the next undertaking in order 

to avoid subjective judgements in regard to UT4 tariffs.    

 

QRC maintains that a reasonable process must be established for the assessment of Western System 

tariffs and that, in the absence of this process, no tariff increase should be approved.  While the 

apparent urgency to settle the tariffs for the Central Queensland region in the context of the 

privatisation of these assets has been the focus of the QCA and QR Network, QRC maintains its 

position for a proper assessment of tariffs and other issues relating to the Western System.   

 

QRC Position 

QR Network and the QCA failed to establish a robust approach to determining Western System 

tariffs for both UT1 and UT2.  This matter has therefore been before the Authority since 1999.  

QRC is strongly opposed to a further decision which leaves this matter unresolved.  

 

 
Maintenance Issues – scope, costs and obligation to maintain the network  

 

 Maintenance incentives and obligations 

QRC reiterates its position that the undertaking should be structured to provide appropriate incentives 

to ensure that adequate maintenance of the network is undertaken at an efficient cost.   

 

The key concerns of industry with the approach taken to maintenance costs under the DAU are: 

­ QR‟s allowable revenues will include an allowance for maintenance costs, which QR Network 

will receive whether or not it does the work for which it is being paid.  Therefore QR has a 

financial incentive to cut back on maintenance work.   

­ If QR fails to adequately maintain the network, the amount of maintenance activity required 

under UT4 will be increased, and there is a risk that industry will pay twice for the same work. 

­ To the extent that cutting back on maintenance impacts on the condition of assets and results 

in losses of system throughput, QR Network‟s revenues are protected under the revenue cap 

arrangements, and QR Network faces no meaningful financial incentives in regard to its 
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performance either through KPI arrangements, the terms of Access Agreements or any other 

mechanism. 

Currently, the only commercial incentives for QR Network to improve its maintenance performance are 

the risk that the QCA will identify an „inefficiency gap‟ between QR Network‟s total actual costs and the 

QCA‟s determined level of total efficient costs for maintenance activities, or that the QCA will reduce 

asset values to reflect the condition of assets.   

 

QRC considers that the current arrangements may result in QR Network seeking, to the extent 

possible, to constrain its maintenance spending to match the „budget‟ approved by the QCA.  As 

articulated by QR National Coal (submission to the QCA 2010):  

 

maintenance costs will determine the level of maintenance provided by QR 

Network … If the maintenance budget is insufficient, QRNational anticipates 

speed restrictions will increase in response as maintenance levels fall behind 

demand on the network. Speed restrictions decrease system capacity and 

QRNational's ability to deliver to contracts. (QRNational Coal, 2010 p7) 

 

The risk is that where the QCA reduces QR‟s claimed budget to reflect efficient costs, QR will respond 

by reducing the scope of work undertaken.  For example, QR Network‟s submission (Volume 1) has 

sought to reduce its total maintenance by removing the costs of additional equipment which are 

required to complete ballast cleaning.   

 

QRC considers that the undertaking must be structured to provide appropriate incentives to ensure 

that adequate maintenance of the network is undertaken at an efficient cost.  QRC has prepared an 

approach designed to achieve this outcome. 

 
 QRC‟s proposed approach to ensuring the network is maintained  

QRC suggests a framework to address concerns with the maintenance of the network which has the 

following elements: 

(i) An obligation to maintain the coal network 

(ii) An annual Network Maintenance Master Planning process to support this obligation. 

(iii) An allowance built into reference tariffs which reflects the reasonable cost (taking into 

account the current condition of the network) of undertaking the expected maintenance 

scope over the coming regulatory period. 

(iv) A write down of the existing RAB if necessary to reflect QCA‟s findings regarding the 

current condition of the assets in regard to ballast fouling. 

(v) A maintenance scope „unders/overs‟ mechanism, which ensures that QR Network 

ultimately recovers, in respect of major maintenance items, the unit cost (based on an 

approved unit cost allowance) of the actual quantity of maintenance completed during the 

regulatory period. 

(vi) Establishment of incentives under the proposed incentive framework which reflect the 

impact on QR‟s performance in regard to maintenance. 
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(vii) A defined process to independently assess the condition of the network at the end of the 

regulatory period, and to further adjust the asset base to the extent that QR Network has 

failed to maintain the network. 

(viii) A requirement that Access Agreements should not excuse QR Network from meeting its 

obligations to provide train paths on the basis of performing maintenance tasks.  

 

QRC presents the following recommendations to the QCA to address each of these matters.  

 

 
(i) Obligation to maintain the network 

QRC considers that any lease agreement between the asset lessee (QR National) and asset owner 

(State Government) must include a meaningful obligation to maintain the network.  However, as 

neither the QCA, Access Holders or Customers will be in a position to enforce these obligations, and 

the details of the obligations (if any) are not known, the undertaking needs to deal with maintenance 

issues without reliance on possible lease terms. 

 

Fundamentally, QRC considers that control and accountability for infrastructure must reside with QR 

Network as the railway manger of the Queensland coal network, and this responsibility must be very 

clearly defined.  As such, QRC considers that the Access Undertaking must explicitly provide for an 

obligation on QR Network to undertake maintenance of the rail network to a defined standard: at least 

to a „fit for purpose‟ standard to meet contracted below-rail train paths. 

 

QRC notes that other regulatory regimes include maintenance obligations on regulated railways.  

These include the proposed ARTC regime which contains an obligation on ARTC “to maintain the 

Network in a condition which is fit for use by an Operator”.  Also, in regard to lease agreements, the 

Tarcoola to Darwin railway access regime has a similar obligation, and the Westnet lease agreement 

contains obligations for the network to be maintained to a standard that is “fit for purpose”. 

 
(ii) Annual Network Maintenance Master Planning process   

QRC considers that the Access Undertaking should provide for QR Network to develop a transparent 

Network Maintenance Master Plan in order to:   

­ inform the CRIMP and any whole of coal chain system plan of future impacts on system 

performance of maintenance activities/operations.   

­ provide a sound basis for the assessment of efficient maintenance costs included within 

reference tariffs. 

­ provide participants in the coal supply chain with the opportunity to consider issues such as 

trade-offs between maintenance and capital expenditure, or options for minimising the impact 

of maintenance activities to create additional capacity.   

­ ensure QR is seeking to implement and achieve reasonable efficiencies within its 

maintenance operations.   

­ ensure there is sufficient data regarding the condition of network assets, such that the 

evaluation of investment in asset renewal or maintenance is being undertaken appropriately.  

QR Network‟s asset renewal program must be closely integrated with its network maintenance 

plans. 
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QRC notes that modifications to the proposed review of QR Network‟s asset management plan could 

reflect the intent of this proposal and recommends the above process to the QCA for its consideration.  

Moreover, it is important that this process promotes transparency, and as such, the Network 

Maintenance Planning Process should include obligations to consult with industry during its 

development. 

 
(iii) An allowance built into reference tariffs which reflects the reasonable cost of 

undertaking the expected maintenance scope over the coming regulatory period. 

QRC notes the QCA‟s draft findings regarding the current condition of assets in respect of ballast 

fouling.  To the extent that maintenance costs during UT3 are expected to exceed „efficient‟ levels due 

to the quantum of work required, QRC has strong concerns about an approach which provides QR 

Network with revenue based only on the efficient cost.  As discussed above, the concern is that QR 

Network will reduce scope to match budget, leaving the existing issues unremedied. 

 

QRC‟s preferred approach is to include in QR Network‟s allowable revenue the amount which QR 

Network will reasonably be expected to spend, based on efficiently performing the task which the 

network owner now confronts.  To the extent that this cost exceeds an efficient cost due to past 

practices, this should be reflected in a write-down of assets (discussed below).  This approach is 

necessary in order to ensure that QR Network faces no financial incentives to neglect to undertake the 

required work. 

 

QR Network would effectively be provided with a budget based on the efficient cost to maintain the 

asset starting from its current condition (which includes poor condition or more expensive activities 

associated with past inefficient practices or maintenance backlogs). 

 

(iv) Write down of assets to reflect current condition 

QRC considers that an asset write down is a preferred approach to addressing any deterioration of 

assets due to past maintenance failures.  This write down should, at a minimum, reflect the extent to 

which future maintenance costs are expected to exceed efficient costs due to past practices. 

 

QRC does not have adequate information as to the current condition of the network in order comment 

on the extent of any adjustment.  To the extent that this lack of information is also faced by the QCA, 

QRC would suggest that an immediate write down be required based on the minimum adjustment 

which the QCA is currently able to determine, and that a review process be established within the 

undertaking to carry out further assessment.  This would enable an independent assessment of the 

current condition of the network – including an assessment of how QR Network‟s operational, asset 

renewal and maintenance practices have impacted on the condition of the network.  This task should 

be undertaken by the QCA to ensure that the assessment is genuinely independent of QR Network.  

This initial independent review should commence immediately, with the access undertaking containing 

an obligation on QR Network to provide the QCA with all information and assistance to complete this 

asset condition review process. 

 

Following the completion of the QCA review of the condition of the network, the Authority will be in a 

position to understand if the network has deteriorated to the point of impairing the asset due to 

deficient practices – beyond the already identified ballast contamination issues. Triggers for an 

adjustment to asset values should include, but not be limited to, impacts on capacity (including 

foregone capacity), higher than otherwise required levels of temporary speed restrictions, and higher 
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operational costs to address deficit maintenance practices (such as those which have been identified 

relating to ballast cleaning). 

 
(v) A maintenance scope „unders/overs‟ mechanism 

QRC proposes this mechanism to ensure that QR Network ultimately recovers, in respect of major 

maintenance items, the cost (based on an approved unit cost allowance) of the actual quantity of 

maintenance completed during the regulatory period. 

 

QRC considers that it is essential that a scope carryover mechanism be established for major 

maintenance tasks.  This is a similar approach to that provided for capital expenditure variations and 

will remove contention surrounding changes to maintenance plans for major maintenance tasks. 

 

QRC considers that there is merit in the development of mechanism that adjusts for scope variations 

in order to:  

­ Enable operational decisions which move maintenance resources within systems (for 

example, ballast cleaning activity from Goonyella to Blackwater due to timing associated with 

capital works projects) to be reflected within reference tariffs. 

­ Ensure that QR is not paid twice for maintenance which is deferred into a subsequent 

regulatory period. 

­ Ensure that QR Network does not face a financial disincentive to complete maintenance in 

excess of the quantities expected if this is found to be necessary. 

 
(vi) Establishment of incentives under the proposed incentive framework which reflect the 

impact on QR Network‟s performance in regard to maintenance. 

 

This is to be considered as part of the deferred process proposed by the QCA outlined in Part 2 of the 

proposed access undertaking – QRC will be making detailed submissions in response to this proposal.  

 
(vii) A defined process to independently assess the condition of the network at the end of 

the regulatory period, and to further adjust the asset base to the extent that QR 
Network has failed to maintain the network. 

 

As previously discussed, the QRC supports a defined process within the access undertaking for the 

independent assessment of the condition of the network by the QCA.  QRC supports the QCA‟s 

review on the condition of the network to be finalised six months prior to the expiry date of the 

undertaking (that is, this process should be undertaken by the QCA prior to the commencement of 

future regulatory periods). 

 

While the proposed unders/overs mechanism is an appropriate solution to address reasonable shifts 

in the timing of maintenance between regulatory periods, it will not address the issue of insufficient 

maintenance doing damage to the assets or increasing the unit cost of future maintenance. 
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(viii) A requirement that Access Agreements should not excuse QR Network from meeting 
its obligations to provide train paths on the basis of performing maintenance tasks  

 

To the extent that QR Network has contracted train paths within Access Agreements, these would be 

expected to be developed on a basis which takes into account QR Network‟s maintenance practices.  

QRC understands that QR Network includes a range of modelling allowances to ensure that it is able 

to contract train paths based on a level of maintenance possessions such that it can meet contracted 

train paths.  Therefore maintenance should not impact on the delivery of contracted paths.  

 

 

QRC Position 

QRC strongly supports that the QCA implements QRC‟s eight point plan for maintaining the central 

Queensland coal network. 

   

 
Further questions 

If the QCA has any questions, or would like further details in relation to any of the issues addressed in 

this submission, please contact Russell Silver-Thomas on (07) 3316 2512. 

 


