\) AURIZON

Ms Catherine Barker

Director — Business Performance
Queensland Competition Authority
Level 27, 145 Ann Street
BRISBANE QLD 4000

28 June 2016

Dear Catherine
Regulatory Asset Base Roll-Forward 2014-15

| am pleased to submit the Regulatory Asset Base Roll-forward Report (RAB Roll-forward) incorporating
the approved capital expenditure amounts for the 2014-15 year as required under clause 9.3.2 of the 2010
Access Undertaking (2010AU).

The 2014-15 RAB Roll-forward reflects the Queensland Competition Authority’s (QCA’s) 12 May 2016 final
decision to approve the $614.3m claimed by Aurizon Network in the 2014-15 Capital Expenditure Report’.
The 2014-15 RAB Roll-forward is submitted under an extension request approved by the Queensland
QCAZ.

The majority of the 2014-15 claim reflects $457.5m relating to Wiggins Island Rail Project (WIRP). This is
only a partial claim of the WIRP total project costs, consisting of project segments commissioned in 2014-
15. Consistent with the QCA'’s Final Decision (FD) on Aurizon Network’s 2014 Draft Access Undertaking
(UT4), WIRP capital included in the 2014-15 RAB Roll-forward has been deferred for pricing purposes for
the 2014-15 year. Of the 2014-15 WIRP claim, 94% of costs have been allocated to the WIRP system while
6% allocated to existing Blackwater and Rolleston users in line with the FD system allocations.

Incorporating the WIRP capital into the RAB via this submission has no implication on UT4 tariffs, as tariffs
are based off the WIRP capital indicator. Any variances between the indicator and the timings of capex
claims will be dealt with as part of capital carryover mechanism.

The 2014-15 RAB Roll-forward reflects a WACC of 7.17%, actual inflation of 1.51% and depreciation
methodology consistent with FD.

Refer attached 2014-15 capex claim approval by the QCA 12 May 2016
? Refer attached extension approval by the QCA on 3 June 2016
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Further, as part of this submission Aurizon Network aims to finalise the 2013-14 RAB Roll-forward, which
is the starting point for the 2014-15 RAB Roll-forward. Aurizon Network’'s 2013-14 Roll-forward submission
did not cap asset lives for GAPE assets at 20 years, as a consequence regulatory depreciation of the RAB
was understated. To be consistent with the FD, Aurizon Network has amended the 2013-14 Roll-forward
for this oversight. This however is a presentation issue and has no implications on UT4 tariffs as the 20
year cap was applied correctly for pricing purposes. Aurizon Network has discussed this amendment with
the QCA's UT4 modelling team.

A summary of the 2014-15 RAB Roll-forward is provided in Attachment A. Detailed calculations supporting
the RAB Roll-forward have been provided in soft copy form. Consistent with past submissions, Aurizon
Network requests that the supporting models are not published.

There was no value attributable to the disposals or transfer of assets relevant RAB for the 2014-15 year.
A summary of assets disposed is included in Attachment B.

In accordance with 2010AU clause 9.6(c), the 2014-15 RAB Roll-forward report is accompanied by signed
Responsibility Statements from both the Aurizon Network Chief Executive Officer and one Independent
Director of Aurizon Network.

Should you have any concerns please don't hesitate to contact Michelle De Saram on
Michelle. DeSaram@aurizon.com.au.

Regards

Lana Stockman
Vice President Network Regulation
Aurizon Network Pty Ltd
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Attachment B

Central Queensland Coal Region — Asset Disposals and Transfers

Asset ID Asset Class Description Location System Net Proceeds
244928 3203|Rway track hv ROCKLANDSX - GRACEMERE Blackwater 0
102246 3206(Trk tnouts hv WOTONGAX - BLAIR ATHOL JT Goonyella 0
105004 3206|Trk tnouts hv WOTONGAX - BLAIR ATHOLJT Goonyella 0
243753 3206(Trk tnouts hv HATFIELDX - STH WALKER JCT Goonyella 0
243756 3206|Trk tnouts hv HATFIELDX - STH WALKER JCT Goonyella 0
243759 3206|Trk tnouts hv HATFIELDX - STH WALKER JCT Goonyella 0
104708 3206|Trk thnouts hv PRINGX - COLLINSVILLE Newlands 0
104709 3206|Trk tnouts hv PRINGX - COLLINSVILLE Newlands 0
105004 3206|Trk tnouts hv WOTONGAX - BLAIR ATHOL T Goonyella 0
243756 3206|Trk tnouts hv HATFIELDX - STH WALKER JCT Goonyella 0
104780 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104780 3206(Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104784 3206{Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104816 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104817 3206 Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104838 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104844 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104847 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104786 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104786 3206|Trk tnouts hv ROCKLANDSX - GRACEMERE Blackwater 0
104802 3206|Trk tnouts hv GRACEMEREX - WARRENX Blackwater 0
104802 3206|Trk tnouts hv GRACEMEREX - WARRENX Blackwater 0
104802 3206|Trk tnouts hv GRACEMEREX - WARRENX Blackwater 0
102186 3206|Trk tnouts hv GRACEMEREX - WARRENX Blackwater 0
104779 3206|Trk tnouts hv GRACEMEREX - WARRENX Blackwater 0
100645 3602|Trctn pwr distn ROCKLANDSX - GRACEMERE Blackwater 0
244902 3602|Tretn pwr distn GRACEMEREX - WARRENX Blackwater 0

Note Disposals reflect assels scrapped for zero net proceeds
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Queensland
Competition

Authority RECEIVED

16 MAY 2016

File Ref: 1185384
12 May 2016

Mr Alex Kummant
Executive Vice President
Aurizon Network Pty Ltd
GPO Box 456

Brishane QLD 4001

Mex

Dear Wummant

Approval: Aurizon Network's 2014-15 capital expenditure claim

On 11 May 2016, we approved Aurizon Network's revised 2014—15 capital expenditure claim for $614.3 million to
be included in the regulatory asset base (RAB), in accordance with Schedule A of the 2010 Access Undertaking.

The breakdown of the approved claim is provided in Table 1 to this letter.

As you would be aware, we engaged CMT Solutions (CMT) to undertake an engineering assessment of the claim
for $614.6 million (inclusive of interest during construction) submitted in October 2015,

Overall, we found the claim to be prudent with the exception of $0.3 million relating to axle counter
replacements that are to be deferred until commissioning.

We will be publishing a copy of this letter on our website.

Yours gfncerely

hn Hindm&rsh
Chief Executive Officer .

Level 27, 145 Ann Street, Brishane Q 4000
GPO Box 2257, Brisbane Q 4001

Tel (07) 3222 0555

wWww.(ca.org.au
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1.

Queensland
Competition
Authority

File Ref: 1187644
3 June 2016

Mr Alex Kummant
Executive Vice President
Aurizon Network Pty Ltd
GPO Box 456

Brisbane QLD 4001

Mex
Deanant

Treatment of 2014-15 Regulatory Asset Base Roll-forward as part of UT4 finalisation

| refer to Aurizon Network's request of 30 May 2016 for an extension of time for its 2014-15 RAB Roll-forward, and
for this to be included as part of its submission of an Undertaking in response to the Queensland Competition
Authority's (QCA's) final decision on the 2014 draft access undertaking. In making this request, Aurizon Network
noted that an extension would allow the 2013-14 and 2014-15 roll forwards to be finalised at the same time.
Further, an extension would not have any adverse impact on stakeholders as it would not influence any pricing
outcome.

I am pleased to inform you that | have approved an extension to the 2014-15 RAB roll-forward. However, noting

that there is no firm date for the submission of an undertaking, and following consultation between my staff and |
officers from Aurizon Network, the RAB roll-forward should be submitted to the QCA no later than 30 June 2016.

Should you have any queries please contact Catherine Barker on 07 3222 0547 or catherine.barker@qca.org.au.

Yours sincerely

//

Y, | ! .

]

,"

1

' _fohn Hindmarsh

Chief Executive Officer

cc: Ms Donna Bowman, Network Regulation Manager, Aurizon Network

| Level 27, 145 Ann Street, Brisbane Q 4000
. GPQ Box 2257, Brishane Q 4001

Tel (07) 3222 0555

www.qca.org.au



