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George Passmore 
Director Business Performance 
Queensland Competition Authority 
Level 27, 145 Ann Street 
Brisbane QLD 4000  

12 September 2019 

Dear George, 

Aurizon Network Pty Ltd (Aurizon Network) – FY2018 Capital Expenditure Submission 

On 31 October 2018 Aurizon Network Clause 2 of Schedule E of Aurizon Network’s 2017 Access 
Undertaking (UT5) submitted its FY2018 Capital Expenditure Submission (FY2018 Capex Claim), a 
total of $212.8 million (m) including Interest During Construction (IDC), to the Queensland Competition 
Authority (QCA) for approval into the Regulatory Asset Base (RAB).  

As part of the QCA’s assessment of Aurizon Network’s FY2018 Capex Claim the QCA engaged 
AECOM to assess whether the costs attributable to the FY2018 Capex Claim were prudent and efficient 
in accordance with Clause 2 of Schedule E of UT5.  

On 15 August 2019 the QCA notified Aurizon Network of its Draft Decision (DD) to not approve $1.7m 
of Aurizon Networks FY2018 Capex Claim, primarily related to project IV.00154 FY17 Autotransformer 
Renewal Project, $1.4m. 

As per Clause 2.3(d)(ii) Schedule E of UT5, Aurizon Network may revise its capital expenditure and/or 
provide additional information supporting its view that the capital expenditure or revised amount should 
be included into the RAB, within 20 business days of being given a draft decision.  

Aurizon Network seeks to clarify its view that the capital expenditure associated with the 
Autotransformer Renewal Project, $1,4m, should be approved by the QCA for inclusion into the RAB 
and accordingly provides this further submission. 

Aurizon Network welcomes the opportunity to discuss any queries the QCA may have and can 
provide access to the relevant experts to discuss any of the points in this submission. Aurizon 
Network welcomes the opportunity to discuss with AECOM the information provided within this 
response. 

If you have any questions in relation to this correspondence, please do not hesitate to contact 
Jenna Cameron on 07 3019 1123 or via email Jenna.Cameron@Aurizon.com.au 

Yours sincerely, 

Jon Windle 
Manager Regulation 
Aurizon Network 

mailto:Jenna.Cameron@Aurizon.com.au
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Response to QCA Draft Decision  

IV.00154 - Autotransformer Renewal Project 
The QCA Draft Decision (DD) is to reject the full $1.4m of capital expenditure related to the 
Autotransformer Renewals due to the following: 

• Insufficient documentation levels to support the claim; 

• Application of a non-mandatory code; and 

• The risk assessment not being completed in light of a non-mandatory code.  

Aurizon Network believes that the outcome reached in the QCA’s DD to deduct the full $1.4m for the 
Autotransformer Renewal program in FY18 is unreasonable.  Aurizon Network believes that to resolve 
the rejected capital through additional documentation and unwarranted additional capital expenditure 
to comply with a non-mandatory Australian Standard, would not materially reduce risk and would result 
in imprudent capital expenditure.   

Further, if this requirement was to be implemented across the complete Autotransformer Renewal 
Program, it would result in an additional $8.16m of costs added to the Electric Traction Access Charge 
(AT5), which Aurizon Network has been developing solutions for to address the asset stranding and 
bypass risk associated within the Electric Traction network.  If finalised in its current form, this DD 
outcome goes against the overall objective of prompting efficient capital expenditure which will promote 
increased utilisation of the electrical infrastructure. 

The QCA Draft Decision (DD) also advises QCA; 

“…Aurizon Network did not provide documentation, beyond verbal confirmation and 
photographs necessary for AECOM to verify correct connection of oil containment bunds to the 
earth grid, in accordance with safety standards.”1  

Aurizon Network concludes that the earthing will not impact the extremely low risk associated with these 
sites, however it will address this item. Aurizon Network intends to complete the connection of the steel 
reinforcing within the new oil containment bunds to the existing earth grid (estimated at $10k per site) 
in a future year and intend to include these associate costs within a future Capex Claim.  Aurizon 
Network will include the earthing for all future renewal sites into the forward-looking autotransformer 
renewal program. Refer to Appendix C for Aurizon Networks proposed bund wall earth connection 
arrangement. 

Documentation Levels 
The QCA stated in its Draft Decision to Aurizon Networks FY2018 Capex Claim:  

“We do not intend to approve any of Aurizon Network's capital expenditure claim of $1,437,366 
for IV.00154 FY17 Autotransformer Renewal Project, given there is currently insufficient 
documentation to verify the prudency of standard of works, particularly around its assessment 
of fire and explosion risk.”2 

Aurizon Network strongly disagrees that “there is currently insufficient documentation to verify prudency 
of standard of works” as Aurizon Network responded to all of AECOMs Requests for Information (RFIs) 

                                                      

 
1 QCA Draft Decision of Aurizon Networks FY18 Capital Expenditure Claim, page 3 
2 Ibid 
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during its assessment of Aurizon Networks FY18 Capex Claim. A summary of AECOM RFIs and 
Aurizon Networks responses is detailed within Appendix A. 

Aurizon Network considers that the appropriate documentation has been supplied to support the full 
$1.4m including evidence to support Aurizon Network’s risk tolerance for the given risk level for the 
Autotransformer sites.  
 

Non-mandatory Code 
In its DD, the QCA confirmed that the decision to meet the requirements of a non-mandatory code, rests 
with Aurizon Network: 

“We recognise there may be reasonable grounds for Aurizon Network to choose a standard of 
works different to non-mandatory industry standards, where appropriate enquiries on 
associated risks have been made.”3  

Furthermore, AECOM confirmed that the firewalls were not required, however the documentation was 
not to their expected standards when it came to the level of information for the expected controls to 
manage the risk: 

We note that AECOM was 'generally satisfied that Aurizon [Network] has justified that fire walls 
are not required for these trackside [autotransformer] sites’ but found 'a lack of documentary 
evidence to support that the risk mitigation controls are in place and proven to operate'.4 

Aurizon Network has provided within this response, Appendix C, detailed asset records prepared by 
Aurizon Network engineers which illustrate  

• Evidence of surge arrestor installation at each of the 3 autotransformer sites (Balook, Dingo 
and Ambrose-Epala);  

• Evidence of new fault locator commissioning checklists at the 3 autotransformer sites;  

• Photographs of each of the 3 sites demonstrating the existence of surge arrestors.  

 

Risk Assessments 
AECOM recommended in its FY2018 Assessment Report (Assessment Report) that:  

“… a risk assessment is undertaken by Aurizon Network for each autotransformer site to 
determine the requirements for fire and explosion risk protection and then a decision be made 
on the prudency of standard.”5 

Aurizon Network considered AECOMs recommendation to undertake another risk assessment and did 
complete one for (Balook, Dingo and Ambrose-Epala) in June 2019.  The additional risk assessment 
again included assessment against the Standard AS2067:2016 Substations and high voltage 
installations exceeding 1 kV a.c.  The summary outcomes of the risk assessment are detailed in Table 
1 below: 

                                                      

 
3 Ibid 
4 Ibid 
5 AECOM, FY18 Capital Expenditure Claim, Assessment Report, page 28 
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Figure 1. Summary of risk scores listed within the June 2019 Risk Assessment 

Risks  
Identified 

1st Score 
with existing controls 

2nd Score  
assuming proposed controls 

implemented 

1. Catastrophic AT fault resulting 
in explosion and intense fire  

5 - Moderate 5 - Moderate 

2. Catastrophic AT fault causing 
infrastructure damage within the 
AT site which negatively 
impacts on operations 

3 - Low 2 - Low 

3. Catastrophic AT fault causing 
infrastructure damage external 
to the AT site which negatively 
impacts on operations 

2 - Low 2 - Low 

4. Voltage surge (e.g. lightning) 
causes catastrophic AT failure 

3 - Low 3 - Low 

 
For transparency for this submission a list of the additional proposed controls used for the secondary 
risk assessment is within Appendix B. 

The results from the June 2019 Risk Assessment, clearly demonstrate that additional controls would 
not reduce the risk to personnel or infrastructure. 

Overall, these results are appropriate given that all three June 2019 Risk Assessments concluded that:  

• Aurizon Network has never experienced a catastrophic autotransformer explosion since the 
commencement of electrification in the CQCN.  

• The autotransformer population in the CQCN has an estimated 6,300 years of accumulated 
operation.  

• Personnel are only present trackside at an autotransformer site for approximately 0.03% of the 
year. 

Therefore, Aurizon Network considers that installation of fire-resistant barriers at these sites would be 
imprudent expenditure given the low-level risk scores and therefore not in the best interest of its 
customers.  

Aurizon Network would encourage the QCA and AECOM to review anew the documentation provided 
during the assessment of Aurizon Networks FY2018 Capex Claim.  
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AT5  
The costs that Access Holders would be likely to pay should Aurizon Network include the fire-resistant 
barriers in the Autotransformer Renewal Program is detailed below:  

Estimated costs to install fire resistant barriers to autotransformers:  

Firewall construction estimate: $120,000 

Number of CQCN autotransformer sites: 65 

Cost to install firewalls at the three FY18 renewal sites 
(Balook, Dingo and Ambrose-Epala): 

$120,000 x 3 = $360,000 

Cost to install firewalls across the CQCN for all trackside 
autotransformer sites: 

$120,000 x 65 = $7,800,000 

Total cost $120,000 x 68 = $8,160,000 

 
As these costs are directly attributable to the electrical infrastructure, the costs would be subsequently 
included into the Electrical Infrastructure Access Charges (AT5).   
 
Since 2011 on the provision of the first AT5 Draft Amending Access Undertaking (AT5 DAAU), Aurizon 
Network has clearly outlined the risks for the electrical infrastructure with any additional costs being 
included into AT5.  These AT5 DAAU’s have sought additional measures to protect the electrical 
infrastructure from bypass and stranding risk. 
 
The inclusion of additional electrical infrastructure costs into AT5 through imprudent expenditure for 
additional firewalls for all CQCN sites, would add costs and exacerbate the economic problem for the 
electrical infrastructure. 
 
Aurizon Network considers that the prudency and efficiency of investing to a higher, non-mandatory 
standard needs to be evaluated by the QCA having regard to the broader economic sustainability of the 
overhead power system.  

In this regard, and in light of other initiatives being undertaken by Aurizon Network to optimise the costs 
of providing access to the overhead power system, including the 2019 Electric Traction Draft Amending 
Access Undertaking (AT5 Charges), it would not be prudent to install fire-resistant barriers at these 
sites.  

Aurizon Network requests that the QCA and/or AECOM take into consideration this information and 
positions in making their final decision regarding approval of the FY2018 expenditure for IV.00154 
Autotransformer Renewal Project. 

Aurizon Network welcomes the opportunity to discuss with AECOM the information provided within this 
response. 
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Appendix A – Summary AEOM RFIs and Aurizon Network’s response / information provided  
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Appendix B – Proposed risk controls from the June 2019 Risk assessment 

The risk assessments listed the mitigation controls as: 

• Robust design (e.g. type test requirements in Spec includes 10 X short circuit tests)

• ECO Control room instruction

• Safe Working Method Statements

• ECOs and NPs are trained to ensure site staff move to a position of safety prior to energising a transformer

• Protective Personal Equipment

• Primary track feeder protection & secondary protection functions (e.g. Fault Locator)

• Oil bunding

• Emergency response procedures

• Remote location of site

• Lightning rods and surge arrestors on adjacent masts

• Redundancy of Auto Transformers
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Appendix C – Asset Records 
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