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CHAIRPERSON'’S INTRODUCTION

The Rail Management Act 1996 (RMA) sets out a rail access regime that applies to
providers of declared rail infrastructure. The RMA prescribes that the Commission
is responsible for administering the rail access regime.

Pacific National is the operator and access provider for declared rail track, sidings
and lifting services at the South Dynon Terminal located west of the city of
Melbourne. Under the RMA, Pacific National must at all times have an approved
access arrangement in place.

Access arrangements encourage competition and efficiency in the rail freight
industry by allowing freight operators to access certain declared infrastructure. This
enables freight operators to compete in markets where competition is dependent
on such access.

On 30 March 2012, the Commission received an application from Pacific National
to renew its access arrangement. On 5 April 2012, the Commission published a
notice regarding Pacific National's application and undertook a stakeholder
consultation process whereby key stakeholders and the public were invited to
make a submission regarding the application. The Commission’s draft decision
regarding Pacific National's proposed access arrangement was published on 31
May 2012 and a further round of consultation was undertaken.

In response to the draft decision, Pacific National submitted a revised access
arrangement on 14 June 2012.

In making its final decision, the Commission has had regard to whether the revised
access arrangement contains the specific elements and meets all the relevant
requirements of the RMA. The Commission has made its final decision to approve
Pacific National's revised access arrangement. This final decision outlines the
Commission’s reasoning for deciding to approve the access arrangement.

The Commission thanks Pacific National and stakeholders for working with the
Commission to revise the proposed access arrangement in order for it to be
approved.

Dr Ron Ben-David
Chairperson
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CPA
CPI
DoT
ESC
GTK
MPM
PIL
PTDA
RMA
TEU
TK
VRAR
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ACRONYMS

Competition Principles Agreement
Consumer Price Index

Department of Transport

Essential Services Commission (Victoria)
Gross Tonne Kilometres

Major Periodical Maintenance

Primary Infrastructure Lease

Public Transport Development Authority
Rail Management Act 1996
Twenty-foot Equivalent Unit

Train Kilometres

Victorian Rail Access Regime
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Above ralil

Above rail costs

Above rail operator

Access

Access agreement

Access arrangement

Access arrangement
information

Access charge

Access holder

Access provider

Access regime
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VICTORIA

GLOSSARY

Refers to activities associated with the provision and
operation of train services including provision of rolling
stock and freight handling.

Costs related to train operation, rolling stock and related
activities/services.

A person or company that operates (runs) rolling stock
(trains) for movement of freight/cargo. Usually a
train/freight operator.

The right to use the infrastructure owned and/or operated
by another party.

A standard (pro forma) agreement between an access
provider and an access seeker that sets out the
contractual terms of access. Can be negotiated between
the parties. Once signed becomes contractual.

Sets out the process and protocols and information for
obtaining access to the rail network. It includes the access
agreement. Also referred to as an Access Undertaking by
the Commonwealth (ACCC) and other State regulators.

Information provided by the access provider to an access
seeker.

A fee paid in return for access to infrastructure.

A freight operator (i.e. network user) who has signed an
access agreement with Pacific National and thus holds
access rights to the declared rail infrastructure.

A provider of a declared rail transport services.

The overarching legislative framework for access (see Part
2A of the Rail Management Act 1996).
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Access seeker

Account Keeping Rules

Ballast

Ballast cleaning

Below rail

Below rail costs

Capacity Use Rules

Commission Instruments

Culvert

Declaration Order

ESSENTIAL SERVICES COMMISSION
VICTORIA

A person seeking access to a declared rail transport
service. Usually an above rail operator. Becomes an
access holder once they sign an access agreement with
the access provider.

A Commission Instrument which requires access providers
to maintain and provide the Commission with accounting
records and accounts.

The material upon which the sleepers bear. It is used to
form the road bed of a railway track. It is laid on the base
formation with the track laid on top of it and provides a
storm water drainage medium.

The process of extracting the ballast from the railway track
and shaking or washing the ballast to remove detrimental
material, and then returning it back to the track. The
process improves the performance of the ballast by
removing the material that tends to lubricate the ballast
particles. The process is most commonly performed using
a track mounted machine and the track is relatively
undisturbed while it occurs.

The rail track infrastructure, including rail, sleepers,
signals, overhead power systems and track fencing.

Costs related to the rail track and related structures.

A Commission Instrument which improves the functionality
of the third party access regime by ensuring a fair and
reasonable allocation of network capacity to access
seekers and users.

Rules and guidelines made by the Commission which are
intended to ensure that the Victorian Rail Access Regime
is efficient and effective.

A form of underbridge conveying a stream, but with a
construction that is integral to the formation or
embankment consisting of the earth under a railway track.

An Order of the Victorian Governor in Council pursuant to
section 38l of the Rail Management Act 1996 that is the
mechanism by which certain transport infrastructure
services is declared (made available) for access.
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Diamond crossing

Draft decision

Final decision

Economic regulator

Gross tonne kilometres
(GTK)

Indemnity

Inspections

Interconnection

Intermodal

Major Periodical
Maintenance (MPM)

Negotiation Guidelines

Net tonne

ESSENTIAL SERVICES COMMISSION
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The cross-over railroad structure of two rail tracks is
sometimes called a diamond junction or diamond crossing
in reference to the diamond-shaped centre. The two tracks
need not be the same gauge.

A decision of the Commission made under section 38ZB of
the Rail Management Act 1996.

A decision of the Commission made under section 38ZF of
the Rail Management Act 1996.

An economic regulator is usually established independent
of government and has a role in regulating particular
industries and/or service providers, most often those
having some form of monopoly or market power.

The rail industry standard measure of track usage or
output. GTK is total tonnes (including the weight of the
train) multiplied by the distance travelled (train kilometres).

A sum of money that is required to compensate a party for
a particular loss or damage it may suffer during the
performance of a contract.

This activity monitors the condition of an asset either
visually or by electronic or mechanical means. It is usually
performed on a regular and predictable basis and is
‘routine’ in nature. Inspections occur on train running
assets such as bridges, track, signals, communications
equipment and overhead traction equipment, as well as
stations.

Connection to the access provider's declared railway track.

The use of various modes of transport to move
cargof/freight.

Maintenance and asset renewal undertaken to maintain a
given level of service potential. Includes re-railing, re-
layering, rail grinding etc.

A Commission Instrument that sets out requirements for
each access provider to establish a process for negotiation
of access agreements that is fair and equitable.

Weight of the freight or the payload.
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Network Management Rules

Non-reference service

Operator

Performance bond

Pricing Order

Proposed access
arrangement

Rail gauge

(Rail) grinding

Rail joint

Rail siding
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A Commission Instrument which provides protocols for
how access to the network will be managed in order that
the access provider does not hinder third party access or
discriminate against third party network users.

A declared rail transport service that is not a reference
service (see definition of reference service below).

A company that runs rolling stock (that is, an above rail
operator).

An irrevocable bank guarantee, letter of credit or insurance
bond callable by the access provider in a form approved
by the access provider.

An Order of the Governor in Council pursuant to section
38J of the Rail Management Act 1996 specifying the
principles and authorising the Commission to determine
the methodology for calculating access prices for declared
rail transport services.

An access arrangement submitted to the Commission for
approval under section 38W of the Rail Management Act
1996.

The distance or width between the inner sides of the rails.

The process of grinding the head of the rail with a machine
equipped with grinding stones and which travels
longitudinally along the railway while the stones perform
their grinding transversely to the direction of the machine’s
travel.

A mechanism to join two sections of rail by mechanical
means, usually by bolts and side plates (fishplates).
‘Insulated rail joints’ are used to define the limits of an
electrical section of the rail for signalling purposes.
‘Mechanical rail joints’ are used where the lateral stability
of the track is not sufficient to resist forces generated in the
heating and cooling of the rail in the summer and winter
months respectively. Otherwise most rail is welded to form
long lengths of ‘continuously welded rail'.

A low-speed track section distinct from a main track or
branch track. It may connect to the main track or to other
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Reactive maintenance

Reference service

Renewals

Revised access arrangement

Ring Fencing Rules

Rolling stock

Routine maintenance

Signalling

Sleeper
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sidings at either side.

Maintenance that is a ‘reaction’ to a failure of an asset and
is therefore unplanned with the failure not predicted. In a
well-run railway this type of maintenance is minimised.

A declared rail transport service that is provided by an
access provider to itself or a related body, or is likely to
represent a significant proportion of demand by access
seekers, or is provided by means of a terminal.

As distinct from ‘repair’, a process that replaces large
sections of the asset such as the replacement of rail or
sleepers. Renewals are usually planned well in advance
because the work requires large pieces of equipment and
is likely to disrupt the train traffic. Unplanned renewals
occur where catastrophic and otherwise undetected failure
occurs.

A revised access arrangement submitted to the
Commission, in response to its draft decision, for approval
under section 38ZC of the Rail Management Act 1996.

A Commission Instrument which aims to ensure that
access is provided in a non-discriminatory way where an
access provider is vertically integrated.

A vehicle that operates on or uses a railway track or
tramway track, and includes a locomotive, carriage, rail
car, rail motor, light rail vehicle, train, tram, light inspection
vehicle, road/rail vehicle, trolley, wagon or monorail
vehicle.

That maintenance which occurs on a regular basis,
probably on a time cycle, and which involves minor train
traffic disturbance and small machinery. A large part of
routine maintenance is inspection of the condition of an
asset.

A system of electrical circuits, detectors and electrical
switches that detects the location of trains and provides
visible commands to train drivers and information to other
railway workers.

The components of the railway track that keep the rails a
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Standard gauge

Stevedore

Tamping

Twenty-foot Equivalent Unit
(TEU)

Terminal

Terminal ancillary services

Track kilometres (TK)

Traction equipment
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specified distance apart and transmit the load from the
rails to the ballast. In Melbourne, timber sleepers are the
dominant form, but a program of using concrete sleepers
has begun and these will be progressively introduced.
Timber sleepers display typically a 20 to 25 year life
because they deteriorate with time. Concrete sleepers
have a reasonably indefinite life.

Railways that have a distance between the inside edges of
the rail of 1 435mm (or 4 feet 8 ¥z inches).

Individual or firm employed for the purposes of loading and
unloading a vessel.

The process by which ballast is packed around the
sleepers of a track to ensure the correct position for the
location, speed and curvature. Can be done manually or
mechanically by special ‘tamping machines’, usually
independently powered track vehicles.

The industry standard to measure containers. A 20-foot
container’'s dimensions are twenty feet long (6.09 metres),
8 feet wide (2.4 metres) and 8 feet six inches high (2.6
metres).

A facility at which freight is loaded or unloaded from rolling
stock, or stored, and includes hardstands, equipment and
other infrastructure used for the loading or unloading of
freight from rolling stock at the facility.

Terminal services which include shunting, wagon
maintenance and storage, which a user may not
necessarily need to use when acquiring other terminal
services.

Total rail length including sections featuring double track or
passing loops.

Equipment used in the reticulation of electrical power to an
electric train. The equipment includes substations
containing transformers and rectifiers, where power is
captured from main power grids and converted to power
suitable for the trains, and the wires and fittings that
transmit the power to the pantograph which is the
collection mechanism on the train.
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Train operator

Train path

Turnout (switch)

Ultrasonic flaw detection (rail
testing)

Vertical integration
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A company that runs rolling stock (that is, an above rail
operator).

A time slot within which a train can travel through specific
sectors.

A section of track approximately 30 metres in length that
permits the deviation of a train from one track to another.
Two turnouts assembled back to back on parallel tracks
constitute a ‘crossover’.

A system for examining the condition of rails to determine
the integrity of the steel. The data is collected by an
electronic instrument run along the track using ultrasonic
pulses and the examination of the return signal from the
rail.

The degree to which a firm is integrated (that is, owns or
controls both below rail and above rail operations in a
market).
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1 | INTRODUCTION

The Essential Services Commission (the Commission) is Victoria's independent
economic regulator of certain prescribed industries. The Rail Management Act
1996 (RMA) prescribes that the Commission is responsible for administering the
Victorian rail access regime for the Victorian rail freight industry.

The purpose of the rail access regime is to encourage competition in rail transport
services to promote the use of and efficient investment in rail. It does this by
allowing rail freight operators access to certain infrastructure services provided by
publicly and privately owned facilities in order to enable them to compete in
markets where competition is dependent on such access.

Through Declaration Orders, the Victorian Government determines which facilities
and infrastructure is subject to access regulation.

In the case of South Dynon, the Freight Network Declaration Order declares the
rail infrastructure (track and sidings) associated with the South Dynon Terminal,
whereas the Dynon Terminal Order declares the terminal services at South Dynon
including loading and unloading.

1.1  Pacific National’s access arrangement

Access arrangements set out the indicative terms and conditions upon which the
access providers of the declared infrastructure will provide access, as well as the
processes to be followed for gaining access. Pacific National is the operator of
declared rail infrastructure and is an access provider for the purposes of the RMA.

Under the RMA, Pacific National must at all times have an approved access
arrangement in place that covers its declared infrastructure. The RMA requires that
an access provider must apply to the Commission to renew its access arrangement
no less than 90 days prior to expiry of its access arrangement. Pacific National’s
current access arrangement expires on 1 July 2012. Appendix A sets out the
legislative requirements with which an access provider must comply and the
required contents of a proposed access arrangement.

On 30 March 2012, the Commission received an application from Pacific National
to renew its access arrangement.

! The Freight Network Declaration Order 2005 and Dynon Terminal Order 2005 — Victoria,
Government gazette no. 5259 of 2005.
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The access arrangement is primarily used by freight operators seeking access to
the South Dynon Terminal. However, the Commission notes that Pacific National is
currently the only user of the South Dynon Terminal.

1.2 Commission’s role and approval process

The Commission’s role under the RMA is to assess and approve access
arrangements submitted by owners or operators of declared infrastructure. In
undertaking its assessment, the Commission is required to take into account the
matters outlined in section 38Z1 of the RMA (see Appendix C for a summary).

The Commission is required to make its final decision to approve or not approve
Pacific National's access arrangement within 90 days of Pacific National's
application. However, before making its final decision, the Commission is required
to prepare a draft decision. A summary of the Commission’s approval process is
set out in Appendix B.

Upon receiving Pacific National's access arrangement application on 30 March
2012, the Commission:
- notified interested parties

« published a notice on its website and in the Herald Sun and The Age on 5 April
2012

- invited public submissions on Pacific National's access arrangement by 27 April
2012 (no submissions were received)

+ published its draft decision on 31 May 2012
- invited submissions on the draft decision by 14 June 2012, and

- received a revised access arrangement and agreement from Pacific National in
response to the draft decision on 14 June 2012.
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1.3 Timelines

The statutory timeframes within which the Commission’s approval process must be
completed are very short. The Commission must make a final decision within 90
days of receiving a proposed access arrangement. However, before it releases a
final decision, the Commission is required to release a draft decision and call for
submissions for a period of 14 days.

Table 1.1 details the Commission’s timetable in making its assessment and final
decision.

Table 1.1 Timetable for the assessment

Process Date
Notify parties and publish notice 5 April 2012
Submissions on access arrangement 27 April 2012
application

Draft decision 30 May 2012
Submissions on draft decision 14 June 2012
Final decision 27 June 2012

1.4 Commission’s final decision

The Commission’s final decision is to approve Pacific National's revised access
arrangement.

In accordance with section 38ZC of the RMA, Pacific National submitted a revised
access arrangement on 14 June 2012 (see Appendix D). The Commission has
assessed this revised access arrangement against the requirements of the RMA
and the issues raised by the Commission in its draft decision, as required by
sections 38ZF(2) and (3) of the RMA. No submissions were received in response
to the Commission’s draft decision.

In making its final decision, the Commission has taken into account matters listed
in section 38Z| of the RMA. The Commission's consideration of these factors is
reflected in the reasons for the Commission's final conclusions set out in
chapters 3 and 4.

The Commission made its final decision to approve Pacific National's revised
access arrangement on 27 June 2012. Under section 38ZR(5) of the RMA, if the
Commission approves a revised access arrangement, it must be taken to have
been approved on the day the previous binding access arrangement was due to
expire. Accordingly, Pacific National’s revised access arrangement will commence
on 1 July 2012 (being the date of expiry of the previous access arrangement) and
will expire on 1 July 2015.
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1.5 Structure of the Commission’s final decision

This final decision addresses areas where the Commission made a draft decision
requiring a response from Pacific National. For the Commission’s initial
assessment of Pacific National's price and non-price matters, readers are referred
to the Commission’s draft decision.

The structure of the final decision is as follows.

+ Chapter 2 presents background information on Pacific National, its declared
infrastructure, and the operation and management of that infrastructure.

« Chapter 3 sets out the Commission’s assessment of Pacific National’s proposed
access prices.

- Chapter 4 sets out the Commission’s assessment of Pacific National’'s proposed
non-price matters.

- The Appendices set out the legislative requirements, Commission’s approval
process, matters to be taken into account, Pacific National's revised access
arrangement and the Commission’s consultant reports.

Any questions about this final decision may be directed to Dominic L’Huillier,
Senior Regulatory Manager of the Transport and Industry Sectors Branch on
03 9651 3782.
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2 | THE SOUTH DYNON TERMINAL

2.1 Who is Pacific National?

Pacific National is a subsidiary of Asciano Ltd (Asciano). Asciano is a major port
and rail operator across Australia. Asciano comprises three divisions, namely:

- Pacific National Rail — Australia's largest intermodal rail provider and a major
provider of bulk rail services, transporting containerised steel, general freight,
and bulk freight including grain, magnetite and aggregates,

- Pacific National Coal — one of two national coal haulage operators, offering rail
haulage services for the export and domestic coal markets in New South Wales,
Queensland and South Australia, and

« Patrick — Australia’s leading provider of port related services to importers,
exporters and shipping lines, accounting for approximately half of Australia’s
containerised stevedoring, as well as bulk, auto and general stevedoring.

In its proposed access arrangement application, Pacific National states that the
term ‘Pacific National’ refers to the company Asciano Services Pty Ltd. For the
purposes of this assessment, we will refer to Pacific National as the access
provider for the South Dynon Terminal.

2.2 What is subject to access?

The Victorian Rail Access Regime applies to providers of declared rail transport
services (including terminal services).” Services are declared through a Declaration
Order, in this case, the Freight Network Declaration Order (which declares the
track and sidings at South Dynon) and the Dynon Terminal Order (which declares
the South Dynon terminal services for access). Therefore, the terminal services are
subject to regulation by the Commission.

2.2.1 South Dynon Terminal

The South Dynon Terminal is owned by VicTrack, but is operated by Pacific
National (which is wholly owned by Asciano) under the South Dynon Lease. Under
the lease agreement, VicTrack leases the terminal to the Director of Public
Transport, who in turn leases the terminal to Pacific National as the terminal
operator.

2 Declared rail transport services are those which have been declared by an order of the
Governor in Council, on the recommendation of the Minister, to be subject to regulation.
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As the terminal operator of South Dynon, Pacific National is the access provider for
the South Dynon Terminal for the purposes of the RMA. Pacific National’'s lease
expires in 2031.

Box 2.1 The South Dynon Terminal

An intermodal terminal is a location for the transfer of freight from one transport
mode to another, such as between road and rail. For example, cargo may be
transported to a terminal by train and then transferred to trucks for further
transportation on road (or vice-versa).

Located west of the city of Melbourne in the Dynon Terminal Precinct (see Map
2.1), the South Dynon terminal is a major metropolitan intermodal terminal.

The South Dynon Terminal occupies an area of approximately 25 hectares and
has 13km of rail. The terminal has six rail sidings, four of which are 850m in
length and two of which are 1 200m long. The sidings are serviced by two rail
mounted gantries and a number of reach stackers.

South Dynon is situated north of the Swanson Dock International Container
Terminals and handles mainly interstate domestic containers together with a
small volume of international and intrastate cargo. Interstate container
movements to and from interstate locations are by rail, with Melbourne
metropolitan pickup and delivery by road truck.

The South Dynon Terminal currently handles around 450 000 TEU per annum
and is believed to be near capacity under its current configuration.

Map 2.1 provides an overview of the different rail terminal operators that are active
in the Dynon and Swanson precincts.

The map shows that Pacific National operates the South Dynon Terminal (blue)
and Qube Logistics operates the North Dynon Terminal (orange). VicTrack owns
and operates a number of rail lines and sidings (yellow). ARTC operates the red
lines that run through the precinct, and down to the on-dock rail terminals. In
addition, some of the track (green) which connects to the regional rail network is
operated by V/Line.

The future Metropolitan Intermodal Freight Terminal (MIFT) site is currently
operated by the Melbourne Market Authority, and contains the Melbourne
Wholesale Fruit and Vegetable market. The MIFT is a proposed terminal dedicated
to handling port related freight, to be integrated with the Port of Melbourne as part
of the Metropolitan Intermodal System (MIS) plan.
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Map 2.1 Dynon/Swanson Precincts Rail Terminals
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2.3 Pacific National’s access services

Pacific National provides a range of reference services.® These are discussed in
more detail in chapter 3.

In summary, these services cover loading and unloading trains, including shunting
(breaking up of trains), unloading of the train (unloading containers from wagons
onto truck or ground), loading of the train (moving containers from truck to ground
and ground to wagon), extended container storage (beyond the allowance in the
basic container storage), management of dangerous goods, locomotive and wagon
storage, driver induction, additional shunting, and administration.

2.4  Users of the South Dynon Terminal

There are currently no access seekers or users of the South Dynon Terminal other
than Pacific National itself and, therefore, it is the only party being charged for
access to the terminal.*

Pacific National further reported that in its first three years under its previous
access arrangement (2006—09) there had been no applications for access to the
South Dynon Terminal.®

% A reference service is a declared rail transport service that is likely to represent a
significant proportion of demand by access seekers, or a service provided by the access
provider to itself or an affiliate, or is provided by a terminal.

Pacific National has also advised the Commission that all the services currently supplied
at South Dynon are provided by itself and there are no internal transfer terms.

Essential Services Commission 2010, Review of the Victorian Rail Access Regime — Final
Report: Supporting Material, February, p. 35.
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3 | PRICE ISSUES

A key role for the Commission in assessing Pacific National's access arrangement
is to ensure that the access prices proposed by Pacific National are efficient. This
chapter summarises the Commission’s approach to assessing Pacific National's
proposed access prices and the Commission’s final conclusions regarding access
prices.

3.1 Commission’s approach

In assessing Pacific National’'s proposed access prices, the Commission has had
regard to the relevant pricing principles in the RMA. For terminal services, the key
objective of such an assessment is to set floor and ceiling prices within which the
proposed access price should lie for the reference services provided by Pacific
National.

Efficient access prices are prices that reflect the efficient costs that make up the
service that is provided. To determine whether Pacific National's access prices are
efficient, a floor to ceiling pricing band is determined. The floor to ceiling price band
sets the regulatory limits on pricing and is designed to preclude prices that are
excessive (i.e. prices higher than would be permitted by a competitive market) and
to prevent cross subsidies (i.e. where some prices are less than the incremental
cost of service provision and therefore economically inefficient).

The key regulatory principles specific to terminal services underpinning the setting
of the floor and ceiling prices are that:

- the floor price should not be less than the incremental efficient cost to the access
provider of providing that service, and

« the ceiling price should not be more than the efficient cost to the access seeker
of creating an equivalent efficient stand-alone facility sufficient to meet the
access seeker’s requirements.

The general pricing principles also include the requirement that the approved
prices should recover the overall efficient costs of providing the reference services.

3.2 Commission’s draft decision

Table 3.1 sets out Pacific National's proposed access prices and the Commission’s
proposed prices from its draft decision.

Pacific National proposed that the reference prices determined in the 2009
decision be continued but escalated using the ESC-approved escalation formula.
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However, these prices themselves are an escalation of 2006 approved prices. As a
result, the Commission has undertaken a more detailed review of prices as part of
its assessment.

Given Pacific National did not submit any costing or a financial model associated
with its access arrangement application, the Commission engaged consultants
Booz & Company to assist the Commission to obtain relevant data and information
and provide an independent assessment of Pacific National's prices against the
relevant pricing principles. The detailed pricing assessment of Pacific National’s
access prices is set out in Appendix E.

In parallel, the Commission has also commissioned engineering firm GHD to
undertake a review of the operations and maintenance activities and costs of
Pacific National in relation to the declared terminal. In particular, GHD’s review has
focussed on the efficiency of the maintenance practices and costs and the
reasonableness of Pacific National's maintenance costs. The GHD report is at
Appendix F.

Assessment of reference prices 2 to 9

The ancillary reference services (reference services 2-9) are stand-alone services
for which the costs are additional to the main activity undertaken at the terminal,
train loading and unloading (reference service 1). They are also services for which
the costs are effectively directly proportional to the volume of the service
undertaken and have costs that are separable (i.e. costs are independent of each
other). Therefore the incremental cost (floor price) is close, if not identical, to the
ceiling price.

The assumption for ancillary reference services that the incremental cost is equal
to the stand-alone costs is consistent with the Commission’s view on ancillary
reference services in its 2006 decision.®

Given the absence of any detailed financial analysis submitted by Pacific National
to support its prices, the analysis has been based on a combination of market
prices (where available) combined with assessment based on engineering and
professional judgement. Specifically, for reference prices 2 to 5, estimates for the
efficient prices were based on the market prices for similar services provided by
other service providers and for reference services 6 to 9 the efficient prices are
based on a bottom up cost analysis.’

The GHD review of Pacific National's proposed rates indicated that in most cases
they were similar with those currently charged by comparable businesses. As a

® Essential Services Commission 2006, South Dynon Terminal Access Variation, Draft
Decision, October.

" Bottom up meaning the estimate based on resource inputs required (i.e. labour, materials
etc.) combined with the relevant unit costs (such as labour per man hour, fuel cost etc.).
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result, Pacific National's proposed rates for references services 2, and 4 through
to 9, have been accepted by the Commission as efficient.

Assessment of reference service 1 and 3

The cost of reference service 1 has been calculated as the difference between the
total cost of operating and maintaining the terminal and the sum of the costs of all
other services provided by Asciano at the terminal (i.e. reference services 2 to 9
and the net costs of other non-reference services).?

The Commission’s consultants estimated the average annual cost of operating and
maintaining the terminal at $23.6 million over the period 2012-13 to 2014-15, (in
2011-12 dollar values) based on the forecast annual throughput. The average
forecast costs of reference services 2 to 9 and other non-reference services were
estimated to be $4.2 million, leaving $19.4 million to be recovered by reference
service 1. Of this, $0.5 million was estimated as a train handling component of
reference service 1 and $18.9 million as the container handling component.
Dividing the container handling component by forecast average TEU of 378,000
gives a price which is very close to the rate of $49.95 per TEU proposed by Pacific
National.

The train handling component of reference service 1, i.e. $0.5 million (the cost of
labour required to process the train), has to be added to the cost of the shunting
locomotive for the two shunting options provided by Pacific National to calculate
the total train handling cost. In the first option, the access seeker can perform two
shunts with their own locomotive (but with Pacific National providing the ground
staff), with up to two additional shunts performed by Pacific National. In the second
option, the access seeker does not perform any shunts but up to four shunts are
provided by Pacific National. The Commission’s consultants estimated the total
train handling costs as $929 and $1 229 per train for options A and B, respectively.

In terms of reference service 3 (dangerous goods), Pacific National's proposal was
based on simple inflation of the previous Commission decision. In the absence of
sufficient information, the Commission’s November 2006 decision adopted a fee of
$20 per container (for 12 hours or more).

However, as part of the 2012 review, the Commission’s consultants advised their
investigations revealed that there are significant additional costs associated with
handling dangerous goods — namely, that the dangerous goods containers cannot
be stacked like normal containers and need to be separated out from other
containers for easy accessibility. Moreover, there are additional requirements to
keep chemicals and equipment nearby and to provide specific training of staff for
handling the product in the event of an incident.

8 pacific National undertakes a range of activities for its own services which are now not
included in the proposed reference services. These include wagon maintenance, load
planning and trains inspection.
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Accordingly, the ‘going rate’ of $200 per container, as verified by a number of
container park operators, takes into account the significant burden dangerous
goods impose on their handling. As a result, the Commission has adopted $200
per container as the appropriate fee.

3.3 Pacific National’s response to the Commission draft
decision

In response to the Commission’s draft decision, Pacific National accepted the
Commission’s assessment and proposed prices; however, based on the
methodology proposed by the Commission, Pacific National queried the calculation
regarding the TEU handling charge.

The Commission and its consultant reviewed the calculation of the TEU charge
and the Commission agrees with Pacific National that due to a minor error in the
calculation, the TEU charge should be slightly higher at $50.89 compared to the
$49.95 proposed by the Commission.® As a result, the Commission has revised up
the TEU handling charge to $50.89.

3.4 Commission’s final conclusions
The Commission’s recommended prices are summarised in table 3.1 below.

The Commission accepts Pacific National's proposed prices for reference
services 2, and 4 to 9. The Commission’s assessment found the proposed prices
for these reference services were either approximate market prices or efficient
costs assessed on a bottom up basis.

Regarding the TEU handling charge of reference service 1, the Commission has
revised this charge up slightly as a result of a clarification in the calculation.

For reference service 3, the Commission accepts that there are significant
additional costs involved in handling dangerous goods containers. Accordingly, the
observed market rate of $200 per container has been recommended.

For reference service 1, the train handling options A and B, the recommended
prices are lower than Pacific National's proposed prices. The difference between
the Commission’s recommended prices and Pacific National’'s proposed prices is
mainly the exclusion of activities previously included in the 2009 access

o Specifically, the increase was due to the average forecast costs of reference services 2 to
9 and other non-reference services (originally estimated as $4.2 million in the draft
decision) being adjusted to $3.9 million to better reflect the allocation of two costs (wagon
maintenance and shunting locomotives) between the South Dynon Terminal and other
cost centres within Pacific National. This leaves $19.7 million to be recovered by reference
service 1, compared to $19.4 million in the draft decision.
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arrangement (e.g. any services related to ensuring the general rail worthiness and

safety of the train and load planning).

Table 3.1 Commission’s final decision: access prices
Reference service Unit Pacific Commission
National  recommended
proposed prices?
prices?
Reference service 1: Container handling
(a) Operator establishment fee Hour 94.07 94.07
(b)(i) Train processing charge
- Option A Train 1809.45 929.00
- Option B® Train 2 074.26 1 229.00
(b)(ii) TEU handling charge TEU 49.95 50.89
Reference service 2: Extended container TEU-day 42.06 42.06
storage
Reference service 3: Dangerous goods TEU 22.13 200.00
management
Reference service 4: Locomotive storage Metre-hours ('00) 2.16 2.16
Reference service 5: Wagon storage Metre-hours ('00) 2.16 2.16
Reference service 6: Truck driver induction Induction course 151.62 151.62
Reference service 7: Locomotive driver Induction course 431.61 431.61
induction
Reference service 8: Shunting in addition
- Option A Shunt-hour 160.47 160.47
- Option B® Shunt-hour 460.35 460.35
Reference service 9: Administrative services Person-hour 47.58 47.58

a To be escalated by CPI escalation formula (Annexure D of the proposed access arrangement, Note 4).

b Tobe adjusted by Fuel Adjustment Amount (Annexure D of the proposed access arrangement, Note 3).
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4 | NON-PRICE ISSUES

The non-price issues of an access arrangement include certain information that the
access provider must make available to access seekers, various protocols and
procedures regarding access that must be consistent with the Commission
Instruments and a standard access agreement which provides the basis for
agreeing the contractual terms and conditions of access between an access
provider and access seeker.

This chapter outlines Pacific National's response to the Commission’s draft
conclusions, and provides the Commission’s final conclusions on whether Pacific
National’s revised access arrangement is consistent with the RMA. It is organised
into three main sections:

- information about reference services

« consistency with Commission Instruments, which covers the Capacity Use Rules,
Negotiation Guidelines and Network Management Rules, and

- other matters — confidential information.

In its draft decision, the Commission stated that it was satisfied that Pacific
National’'s proposed access arrangement was consistent with the Account Keeping
Rules and that Pacific National was not bound by the Ring Fencing Rules.

4.1 Information about reference services

Section 38X(1)(a) of the RMA requires a proposed access arrangement to include
certain information for every reference service to which the access arrangement
relates.

Commission’s draft conclusion

In its draft decision, the Commission considered that Pacific National's
amendments to the definitions of its reference services in section 2.1 of its
proposed access arrangement are reasonable and appropriate. However, the
Commission sought clarification regarding whether reference service 1(b)(iv)
includes the unloading of containers from a truck to a storage area.

In reference service 7, Pacific National replaced the reference to ICP (Interface
Coordination Plan) procedures with reference to SIA (Safety Interface Agreement)
procedures, to be consistent with the Rail Safety Act 2006. However, SIA was not
defined.
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Therefore, the Commission’s draft decision required Pacific National to amend its
proposed access arrangement to:

- clarify that the unloading of containers from a truck to a storage area is included
in reference service 1(b)(iv), and

- define SIA (Safety Interface Agreement).

Pacific National's response to the draft decision

Pacific National has clarified with the Commission that the movement of containers
from a truck to a storage area is an infrequent occurrence, however has confirmed
that reference service 1(b)(iv) is to include this service, as well as the movement
from storage area onto wagon. Pacific National has amended the definition of
reference service 1(b)(iv) in its revised access arrangement to clarify that this is the
case.

Pacific National has also included a definition of Safety Interface Agreement in
section 1.3 of the revised access arrangement, and has amended the definition of
Safety Interface Agreement in section 1.1 of the proposed access agreement to be
consistent with that definition.

Commission’s final conclusion

The Commission is satisfied that Pacific National has addressed the amendments
required by the draft decision in relation to information about reference services.
Therefore the Commission’s conclusion is that Pacific National's revised access
arrangement is consistent with section 38X(1)(a) of the RMA.

4.2  Consistency with Commission Instruments

Under Part 2A of the RMA, the Commission is required to develop and publish a
number of Commission Instruments.’® The Commission Instruments were
published in the Victoria Government Gazette (No. S2 of 2005) on 4 January 2006
and came into effect on 1 January 2006 and are available on the Commission’s
website.

The Instruments set out the rules by which access providers and access seekers
must abide in relation to the provision of declared rail transport services. These
include:

« Account Keeping Rules — which require access providers to maintain and
provide the Commission with accounting records and accounts

- Ring Fencing Rules — which aim to ensure that access is provided in a non-
discriminatory way where an access provider is vertically integrated

Y Rules and guidelines made by the Commission which are intended to facilitate the
efficiency and effectiveness of the Victorian Rail Access Regime.
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- Capacity Use Rules — which improve the functionality of a third party access
regime by ensuring a fair and reasonable allocation of network capacity to
access seekers and users

» Negotiation Guidelines — which set out requirements for each access provider to
establish a process for negotiation of access agreements that is fair and
equitable, and

+ Network Management Rules — which provides protocols for how access to the
network will be managed in order that the access provider does not hinder
access or discriminate against third party network users.

Sections 38X(4) and (5) of the RMA require an access arrangement to be
consistent with the Commission Instruments. The Commission’s assessment of
Pacific National’s revised access arrangement in relation to these requirements is
outlined below.

4.2.1 Capacity Use Rules

The Capacity Use Rules are designed to improve the functionality of the access
regime by ensuring fair and reasonable allocation of network capacity to access
seekers and users. The Capacity Use Rules have been made by the Commission
as specified under section 38T of the RMA.

Section 38X(5)(c) of the RMA requires a proposed access arrangement to be
consistent with the Capacity Use Rules.

Commission’s draft conclusion

In its draft decision, the Commission was satisfied that Pacific National had
addressed the relevant sections of the Capacity Use Rules as appropriate in
relation to a terminal. However, the Commission noted that, given Pacific National
had amended the Capacity Allocation Protocols to refer to ‘user's capacity
allocation’ rather than ‘train paths’, ‘user’'s capacity allocation’ should be defined
and used consistently throughout the access arrangement.

Therefore, the Commission’s draft decision required Pacific National to make the
necessary amendments to the access arrangement to reflect reference to ‘user’s
capacity allocation’ rather than ‘train paths’.

Pacific National’s response to the draft decision

Pacific National has amended its revised access arrangement to define ‘user’s
capacity allocation’ in section 1.3 and to refer to ‘user’s capacity allocation’ rather
than ‘train paths’.

Commission’s final conclusion

The Commission is satisfied that Pacific National has addressed the amendments
required by the draft decision in relation to consistency with the Capacity Use
Rules. Therefore the Commission’s conclusion is that Pacific National's revised
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access arrangement is consistent with the Capacity Use Rules as required by
section 38X(5)(c) of the RMA.

4.2.2 Negotiation Guidelines

The Negotiation Guidelines set out the requirements relating to the negotiation of
access, and are intended to facilitate commercial negotiation for access on fair and
reasonable terms. The Negotiation Guidelines have been made by the
Commission as specified under section 38V of the RMA.

Section 38X(4) of the RMA requires a proposed access arrangement to be
consistent with the Negotiation Guidelines.

Commission’s draft conclusion

In its draft decision, the Commission found that Pacific National's Application and
Negotiation Protocol (Annexure A of its proposed access arrangement) is
consistent with all the requirements of the Negotiation Guidelines except section
4.4 of the guidelines, relating to a protocol for the assessment of works required to
provide additional capacity.

Pacific National included its protocol for the assessment of works in section 5 of its
access arrangement. The Commission found that the protocol was consistent with
the requirements of the Negotiation Guidelines, except for the requirement in
clause 4.4(a)(iv)(B). This clause requires the protocol to provide for a timeframe for
delivering a detailed assessment of any works. Pacific National's additional
capacity protocol did not provide for a timeframe.

Therefore, the Commission’s draft decision required Pacific National to amend its
additional capacity protocol in section 5 of its proposed access arrangement to
provide for a reasonable timeframe for the delivery of detailed assessment of
works.

Pacific National’s response to the draft decision

Pacific National has amended its additional capacity protocol in section 5 of its
revised access arrangement to require Pacific National to provide a timeframe for
the delivery of a detailed assessment of works. It notes that this timeframe will
depend on the nature and complexity of the proposed works.

Commission'’s final conclusion

The Commission is satisfied that Pacific National has addressed the amendments
required by the draft decision in relation to consistency with the Negotiation
Guidelines. Therefore the Commission’s conclusion is that Pacific National's
revised access arrangement is consistent with the Negotiation Guidelines as
required by section 38X(4) of the RMA.
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4.2.3 Network Management Rules

The Network Management Rules provide protocols for how access to the network
will be managed. They are intended to ensure that the network management
practices are not used to hinder third party access or discriminate against third
party network users, thereby distorting competition between above rail service
providers. The Network Management Rules have been made by the Commission
as specified under section 38U of the RMA.

Section 38X(5)(d) of the RMA requires a proposed access arrangement to be
consistent with the Network Management Rules.

Commission’s draft conclusion

In its draft decision, the Commission stated that Pacific National's proposed
terminal management protocol largely reflects what is required under the Network
Management Rules at a high level. The Commission was satisfied that Pacific
National reasonably addressed the relevant requirements of the Network
Management Rules, as applicable to a terminal.

However, the Commission raised concerns that Pacific National had not
adequately prepared a communications protocol (in accordance with section 5 of
the Network Management Rules). The Commission stated that it is important for an
access provider, in relation to either a rail network or a terminal, to prepare and
maintain a communications protocol to ensure the safe and efficient operation of
declared rall infrastructure.

Therefore, the Commission’s draft decision required Pacific National to amend its
terminal protocols to include a communications protocol addressing the
requirements of section 5 of the Network Management Rules.

Pacific National’s response to the draft decision

Pacific National has inserted a communications protocol in section 14 of its
terminal protocols addressing the requirements of section 5 of the Network
Management Rules.

Commission'’s final conclusion

The Commission is satisfied that Pacific National has addressed the amendments
required by the draft decision in relation to consistency with the Network
Management Rules. Therefore the Commission’s conclusion is that Pacific
National’s revised access arrangement is consistent with the Network Management
Rules as required by section 38X(5)(d) of the RMA.

4.3 Other matters — confidential information

In its proposed access arrangement, Pacific National amended clause 5.3(b) of its
Application and Negotiation Protocol to allow both Pacific National and the access
seeker to disclose confidential information to their related bodies corporate without

ESSENTIAL SERVICES COMMISSION PACIFIC NATIONAL NON-PRICE ISSUES 30
VICTORIA ACCESS ARRANGEMENT



prior written consent of the other party — previously this clause specifically
prohibited any such disclosure. Pacific National stated that this change was made
to address an unnecessary restriction on the dissemination of information by each
party to related bodies corporate, and reflects commercial reality.**

Similarly, Pacific National included a new clause 15.3 in its proposed standard
access agreement to provide that both parties of the access agreement may
disclose confidential information to their related bodies corporate without prior
written permission of the other party.

Commission’s draft conclusion

In its draft decision, the Commission concluded that these changes are
inappropriate, and that confidential information should not be disclosed to a related
body corporate without prior consent. If disclosure of such information is a
‘commercial reality’, such consent to disclosure should be agreed between the
parties.

Therefore, the Commission’s draft decision required Pacific National to amend
clause 5.3 of its Application and Negotiation Protocol back to the previous wording,
and to remove clause 15.3 from the standard access agreement.

Pacific National’'s response to the draft decision

In its revised access arrangement, Pacific National has amended clause 5.3 of its
Application and Negotiation Protocol back to the previous wording, and removed
the inserted clause 15.3 from the standard access agreement.

In addition, Pacific National has reinstated clause 5.5 into its Application and
Negotiation Protocol, which relates to the provision of information to assess an
application.

Commission’s final conclusion

The Commission is satisfied that Pacific National has addressed the amendments
required by the draft decision in relation to confidential information (other matters in
the access arrangement and access agreement). Regarding clause 5.5, which has
been reinstated, the Commission is satisfied that this amendment is appropriate.

1 pacific National 2012, Supporting submission to the Essential Services Commission of
Victoria regarding the Review of the South Dynon Terminal Access Arrangement, March,
p. 10.
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APPENDIX A LEGISLATIVE REQUIREMENTS

Obligation to submit a proposed access arrangement

Under section 38ZR of the RMA, an access provider must not less than 90 days
before expiry of a binding access arrangement apply to the Commission for the
renewal of that access arrangement.

The contents of proposed access arrangements are set out in section 38X(1) of the
RMA and reproduced in box A.1.

Sections 38X(3) to 38X(5) of the RMA requires a proposed access arrangement to
be consistent with the:

. any pricing methodology made by the Commission,

+ Negotiation Guidelines,

« Account Keeping Rules,

+ Ring Fencing Rules,

- Capacity Use Rules, and

- Network Management Rules.

A proposed access arrangement can include any other matter, in addition to the
above requirements, that the access provider considers relevant (section 38X(2)).
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Box A.1 Section 38X of the RMA — contents of proposed access
arrangements

(1) A proposed access arrangement must—

(a) inrelation to every reference service to which the arrangement relates,

include—

() adescription of the service; and

(i) information as to whether that service is being provided by the access
provider to itself or a related body corporate of the access provider;
and

(i) the terms and conditions for the provision of that service; and

(iv) the price, or methodology for the calculation of the price, to be
charged in respect of the provision of that service; and

(b) include information in relation to the availability and the indicative terms
and conditions, for the provision of declared rail transport services that are
not reference services; and

(c) include a description of the information that the access provider will make
available to an access seeker; and

(d) set out the procedure for the making of an application by an access seeker
for the provision to them of a declared rail transport service; and

(e) describe the procedure and method how the access provider will assess
and determine an application for the provision by them of a declared ralil
transport service; and

() specify a date for the expiry of the access arrangement, being a date that
is not less than 3 years, and not more than 5 years, after the date on which
the access arrangement may be approved by the Commission under this
Part in a final decision.

(2) A proposed access arrangement may also include any other matter that the
access provider considers relevant.

(3) The price or methodology referred to in sub-section (1)(a)(iv) must be
consistent with the pricing principles and any methodology for the calculation of
prices determined by the Commission under the Pricing Principles Order.

(4) Information referred to in sub-section (1)(c), the procedure referred to in sub-
section (1)(d) and the procedure and method referred to in sub-section (1)(e)
must be consistent with the negotiation guidelines.

(5) The proposed access arrangement must also be consistent with—
(a) the account keeping rules, and
(b) the ring fencing rules, and
(c) the capacity use rules, and

(d) the network management rules.
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Obligation to submit access arrangement information

A proposed access arrangement must also contain access arrangement
information, which is defined in section 38W(2) of the RMA to be ‘information that
an access seeker would reasonably require to understand the derivation of the
elements of the access arrangement so as to form an opinion as to whether the
access arrangement complies with Part 2A of the RMA.’

The Commission considers that information included in the access arrangement
information must be made available to access seekers and the public.

Supporting information and material

In addition to the access arrangement information, the access provider should
provide supporting information and material to establish compliance of its proposed
access arrangement with the requirements of the RMA.

Furthermore, the access provider should provide details of any consultation with
industry stakeholders on the proposed access arrangement, or drafts of the
proposed access arrangement.

Other material to accompany the proposed access arrangement

When an access provider submits a proposed access arrangement to the
Commission for approval, it must at the same time, submit a:

- ‘cost allocation policy’ and ‘templates’ for providing accounting information to the
Commission under the Account Keeping Rules,

- ‘separation arrangement’ under the Ring Fencing Rules,

. statement of ‘capacity management protocols’ under the Capacity Use Rules,
and

« ‘network operating handbook’ and ‘rolling stock interface standards’ under the
Network Management Rules.

In addition, pursuant to section 38ZZZB of the RMA, an access provider must, on
the same day as it submits a proposed access arrangement, submit to the
Commission for approval, system and business rules for:

(a) the use or handling of information supplied to the access provider in confidence
by an access seeker or a user, including the use or handling of that information
by an officer, employee or agent of the access provider, and

(b) the disclosure of information supplied to the access provider in confidence by
an access seeker or a user, including the disclosure of that information by an
officer, employee or agent of the access provider.*?

2 Section 382ZZB of the RMA.
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APPENDIX B COMMISSION APPROVAL PROCESS

Table B.1 summarises the process for access arrangement approval. The process
begins when the Commission receives a proposed access arrangement from an
access provider and ends when the Commission publishes its final decision, or
appeals on the final decision are determined.

Step

Summary of procedure

The access provider prepares and submits a proposed access arrangement
under section 38W along with any required accompanying material.

The Commission receives a proposed access arrangement from the access
provider under section 38W.

The Commission must, as soon as practicable, acknowledge receipt of the
proposed access arrangement by notifying every interested party in writing
and by publication on its website and in a state newspaper (section 38Y(1)).

The Commission must provide no less than 21 days for written submissions
to be made in respect of the proposed access arrangement from the date of
notification (section 38Y(2)).

Before making a Draft Decision, the Commission must consider all written
submissions received within the specified time, and may, but is not required
to, consider late submissions (section 38ZA).

The Commission must make a Draft Decision to approve or not approve the
proposed access arrangement, stating reasons for its decision. When making
a Draft Decision, the Commission must take into account matters listed in
section 38ZI. If the Commission does not approve the proposed access
arrangement it needs to specify any amendments that should be made and
any matters that should be addressed for approval (section 38ZB).

The Commission must give a copy of the Draft Decision to every party who
submitted comments to the proposed access arrangement and to the access
provider. The Commission must also publish the Draft Decision on its website
and make it available for inspection at its offices (section 38ZB(5)).

The Commission must provide no less than 14 days, from the date the Draft
Decision is published, for written comments to be submitted (section
38ZB(6)).
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Step

Summary of procedure

The access provider may, within 14 days of being given a copy of the Draft
Decision, submit revisions to the initial proposal (section 38ZC).

Before making a Final Decision, the Commission must consider all written
submissions received within the specified time, and may, but is not required
to, consider late submissions (section 38ZE).

The Commission must make a Final Decision to approve or not approve the
proposed access arrangement, stating reasons for its decision (section
38ZF). When making a Final Decision, the Commission must take into
account matters listed in section 38Zl. The Commission is required to give
notice of its Final Decision as specified in section 38ZH.

The Commission’s Final Decision must be made within 90 days of the access
provider submitting the initial proposed access arrangement (section 382G).

Appeals on the Final Decision can be made pursuant to section 55 of the
Essential Services Commission Act 2001 (Vic).
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APPENDIX C MATTERS TO BE TAKEN INTO
ACCOUNT

Section 38ZI of the RMA requires the Commission to take certain matters into
account. These include:

- the rail-specific objectives in section 38F of the RMA (section 38Zl(a))

- the matters that reflect clause 6(4)(i) of the Competition Principles Agreement
(CPA) (see section 38ZI(b) to (i) of the RMA), and

- any other matter that the Commission considers relevant (section 38ZI(j)).

Each of these is discussed in turn below:

Rail-specific objectives
The regulatory objectives of the Commission, as stated in section 38F of the RMA:

in addition to the objectives under section 8 of the Essential
Services Commission Act 2001 (but subject to section 5(2) of that
Act):

(a) to ensure access seekers, and any other person the
Commission considers may want to be provided declared
rail transport services, have a fair and reasonable
opportunity to be provided declared rail transport services;
and

(b) to promote competition in rail transport services to achieve
an increase in the use of, and efficient investment in, rail
infrastructure or tram infrastructure (as the case requires).

Competition Principles Agreement — matters in section 38ZI1(b)-(i)
of the RMA

The matters that reflect the CPA and to which the Commission must have regard
(as set out in section 38ZI(b) to (i) are:

(b) the access provider's legitimate business interests and investment in
the rail network owned or operated by that access provider; and

(c) the costs to the access provider of providing access, including any
costs of extending the rail network owned or operated by that access
provider but not including costs associated with losses arising from
increased competition in upstream or downstream markets; and
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(d) the economic value to the access provider of any additional
investment that an access seeker or the access provider has agreed
to undertake; and

(e) the interests of users; and

(f) existing contractual obligations of the access provider and users of the
rail network owned or operated by that access provider; and

(g) the operational and technical requirements necessary for the safe and
reliable operation of the rail network owned or operated by the access
provider; and

(h) the economically efficient operation of the rail network owned or
operated by the access provider; and

(i) the benefit to the public in having competitive markets.

Other relevant matters

Under section 38ZI(j), the Commission must have regard to any other matter that
the Commission considers relevant.
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APPENDIX D | PACIFIC NATIONAL'S REVISED
ACCESS ARRANGEMENT
(MARKED UP)
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South Dynon Terminal Access Arrangement

Submitted by Pacific National pursuant to section 3 8W of the Ralil
Management Act 1996 (Vic)

ien June 31+-Marech- 2012
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South Dynon Terminal Access Arrangement

1.
11

1.2

1.3

Introduction

Purpose of this document

This document is the Access Arrangement for thetEbynon Terminal and is submitted by
Pacific National pursuant to the RMA.

Commencement date and term

This Access Arrangement will commence on the latdr July 2012 or the date on which the
decision of the Commission under section 38ZF efRIMA takes effect.

The term of the Access Arrangement is 3 years fecommencement date of this Access
Arrangement.

Definitions and interpretation

Access Agreemenmeans the "Terminal Access and Services Agreenfemtith Dynon
Terminal" between Pacific National and an acceekesefor access to Services at the South
Dynon Terminal.

Access and Regulationomeans Asciano Limited’'s (ABN: 26 123 652 862) Aszand
Regulation team.

Access Arrangementimeans an access arrangement approved in a ficialateunder section
38ZF of theRailway Managememfict 1996(Vic), or made under section 38ZJ or 38ZL of the
Railway Managememfct 1996(Vic), or a proposed access arrangement that inelé¢o be

an access arrangement pursuant to section 38Ze&fdilway Managememfict 1996(Vic).

Access Arrangement Informationmeans information that an access seeker wouldmabty
require to understand the derivation of the elemehthe access arrangement so as to form an
opinion as to whether the access arrangement cesnplih the requirements of Part 2 of the
Railway Managemenfict 1996(Vic).

Access Holdemmeans the "Access Holder" as defined under angscagreement.

Account Keeping Rulesmeans the Account Keeping Rules made by the Coronigs
December 2005.

Application and Negotiation Protocolmeans the Application and Negotiation Protocol
contained in Annexure A.

ARTC means Australian Rail Track Corporation Limited AG81 455 754.

Australian Dangerous Goods Codeneans the Australian Dangerous Goods Code prepared
by the National Transport Commission.

Available Capacity means the capability of providing declared rahsport services at the
South Dynon Terminal after taking into account iegments to accommodate users' existing
train paths and existing contractual commitmentd, any requirements to reserve capacity for
the prudent operation of the Terminal in accordamitle all applicable standards and good
industry practice.

Business Daymeans a day not being Saturday, Sunday or pudliday, on which banks are
generally open for business in Melbourne, Victoria.
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Capacity Allocation Protocolsmeans the Capacity Allocation Protocols for thatS8dynon
Terminal contained in Annexure B.

Capacity Use Rulegneans the Capacity Use Rules made by the CommissDacember
2005.

Commissionmeans the Essential Services Commission of Victoria

CPI means the Consumer Price Index (All Groups Indesber, weighted average of 8
Capital Cities) as published by the Australian Buref Statistics. In this definition:

(@  the reference to the Consumer Price Index (All @somdex Number, weighted
average of 8 Capital Cities means:

® the same number but with different names at ang;tim

(i)  the same number adjusted mathematically to takeuatof a change at
any time in the base period provided that indideb® same base year are
used throughout the calculations; and

(b)  the reference to the Australian Bureau of Statisticludes a reference to:

@ the Australian Bureau of Statistics but with a elifint name at any time;
and

(i) a Governmental Agency in Australia (in the absesfdbe Australian
Bureau of Statistics) at any time having similardtions.

Negotiation Guidelinesmeans the Negotiation Guidelines made by the Casion in
December 2005.

Operator Establishment Feemeans the fee entitled “Operator Establishment Beebut in
Annexure D.

Pacific National means Asciano Services Pty Ltd, ACN 052 134 36BNA8 052 134 362
(formerly known as Pacific National (ACT)).

RMA means th&ail Management Act 199¥/ic).

Safety Interface Agreementmeans the requirement (where applicable) for RaN#tional to
seek to enter into an agreement with the Accesddtldbr the management of risks to safety
arising from the interface of (where applicable):

a) railway operations carried out by and on behaHlitierent rail transport operators;
and

b) railway operations with public or private roadstait or road crossings,

pursuant to the Rail Safety Act 2006 (Vic) (or octardance with any other relevant standard
or guideline relating to safety or coordinationflarhich may also incorporate the Train
Specification and which may include provisions fiakato:

a) the implementation and maintenance of measuresi@mge those risks;

b) the evaluation, testing and, if appropriate, rewisif these measures;

c) the respective roles and responsibilities of eastydo the agreement in relation to
these measures
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d) the procedures by which each party to the agreemiéiimhonitor compliance with the
obligations under the agreement; and

e) a process for keeping the agreement under review

South Dynon Terminal means the land delineated and coloured blue andrrélge plan
contained in Schedule 1 to the South Dynon Leasefaged to in the Dynon Terminal Order
2005.

Standard Access Agreementneans the Standard Access Agreement containednaxre
E.

Terminal IT Systemsmeans the IT systems used by Pacific Nationaptaie the South
Dynon Terminal.

Terminal Management Protocolmeans the protocol entitled “Pacific National Tarah
Management Protocol for South Dynon”, being Padifational's operational protocol for the
management and operation of the South Dynon Tetmgfarred to in clause 7 of the Access
Arrangement and attached at Schedule 4 to the TialAccess Agreement.

Track Network Management Protocolsmeans the relevant track network management and
operations protocols and procedures for the AR&€ktnetwork, VLine track network and
Metro Trains Melbourne track network and any otleégvant networks to the extent that they
are relevant to South Dynon Terminal and its use

User's Capacity Allocation meansapacity allocated to a user under a Access Agneeme
where this capacity allocation is consistent whtk €apacity Allocation Protocols for the
South Dynon Terminal contained in Annexure B.

VLine Passengemeans VLine Passenger Pty L&CN 087 425 269.
1.4 Contact details

Tim Kuypers
General Manager, Access, Regulation & Rail Safety

Asciano

Level 4

476 St Kilda Road
MELBOURNE VIC 3004

2. Description of services
2.1 Reference services
Reference service tomprises two components:

(a) services provided on a one off basis which areswg for the establishment and ongoing
provision of terminal services to the access seaket

(b) loading and unloading services provided to eadh twaich arrives and departs the terminal.
(a) One off services

The services which are provided on a one off bags
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0] the establishment of an IT system interface betweemccess seeker and Pacific
National; and

(ii) system set up services which are provided for b@perator Establishment Fee.

(b) Loading and unloading services in respect of &ins of up to 1500 metres

In respect of trains of up to 1500 metres, thepdcas comprise:

(i)

(ii)

(iif)

(iv)

v)

(vi)

(vii)
(vii)
(i)

shunting - Break up of trains on arrival of up ¢oif shunts to place onto
loading roads or marshalling yard, removal of ratie and marshalling
of train for departure. The Access Holder can chdoshave either
Pacific National provide locomotive(s) and crew éoy two of the four
shunts (Option A) or for all four shunts (Option Bbvided for in this
service.

truck in-gate process - Process to collect custdroeking information,
weigh the truck/trailer to obtain accurate contaimneight, integration of
electronic information, inventory management of ¢batainer and
notification by the Access Holder of the nature dedcription of any
Dangerous Goods (which must be provided on ardf/ethe Dangerous
Goods).

unloading of train process - Unloading of contasnfeom wagons onto
truck or onto ground, moving of containers to sjerarea.

loading of train process - Unloading containersrfitouck to ground,
moving of containers to storage area if requiteald containers from
groundor storage areto wagon in compliance with the indicative load
plan subject to the terms of the Terminal Protocol.

attaching and detaching locomotives - Coordinatibtine detaching of
locomotives on arrival and coordination of the etiag of outgoing
locomotives before departure. Locomotives are torbe/ed by the
Access Holder.

truck out-gate process - Completion of the truditud the terminal,
matching of release numbers to container numbetsraegration of
electronic information for ending possession of¢hatainer.

ongoing administration related to the managemecoess Holder;
customer interface; and

basic container storage - Provision of an allowasfcstorage time for a
container from time of arrival into the termindl tdeparture. For
outgoing containers by rail 12 hours and incomiogtainers by rail 24
hours.

Reference service 2omprises extended container storage beyond thwaallce in basic

container storage.

Reference service 8omprises dangerous goods management - Managefraarngerous
goods in the terminal or on wagons in line with ghestralian Dangerous Goods Code.

Reference service 4omprises locomotive storage - Provision of trgukce for locomotives
during the loading/unloading process.
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Reference service Somprises wagon storage - Storage of any wagonsequoired for the
outgoing service or any lay-over sets in line with Access Holder's timetable.

Reference service @omprises truck driver induction - Truck driver uadions for any drivers
not currently registered with Pacific National.

Reference service comprises locomotive driver induction- Access Holaain driver
inductions, yard familiarisation andifety InterfaceAgreemenprocedures.

Reference service @omprises shunting in addition to that providegat of Reference
Service 1, with the locomotive and crew either pted by the Access Holder (Option A) or
by Pacific National (Option B).

Reference service @omprises administration services if additional osradministration is
required by the access seeker.

2.2 Provision of Reference Services to Pacific Nati  onal
Pacific National operates the South Dynon Termamal in doing so, uses Reference Services
1to 9.

3. Terms and conditions

3.1 Combination of Services
None of the Reference Services 2 to 9 can be amjuiithout also acquiring Reference
Service 1.

3.2 Standard Access Agreement
The terms and conditions of access for Referenoaces 1 to 9 are set out in the Standard
Access Agreement, which is Annexure E to this Asd@sangement.

4. Reference price
The reference prices for Reference Services lati@ $et out in Annexure D to this Access
Arrangement.

5. Capacity allocation and capacity increase

5.1 Capacity allocation

(a) In carrying out allocation of Available Capacity fthe South Dynon Terminal
Pacific National will, subject to all relevant lsgition (including in relation to
safety):

)] not unreasonably favour itself or another persoaliding any of its
related bodies corporate or business units) oweptrer person;

(i) subject to paragraph (i) carry out capacity allmcaof Available
Capacity in respect of the South Dynon Terminal:

A. S0 as to encourage the maximum use of the Soutbrbyn
Terminal; and

B. in accordance with the Capacity Allocation Protscol
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(b)

Pacific National will use all reasonable endeavaarallocate the Available
Capacity at the South Dynon Terminal to an acceskes in response to the receipt
of an access request.

5.2 Capacity increase

() An access seeker may request Pacific National dertizke an assessment of Works
necessary to provide additional capacity to meeatitess seeker's request for
access.

(b) "Works" for the purposes of this clause means &y ar action intended to increase
the capacity of the South Dynon Terminal, includivithout limitation:

) alteration of the layout of the South Dynon Terrina

(i) purchase or lease of equipment (including withaithtion lifting or
other associated rail equipment) to be used aduth Dynon Terminal,

(iii) construction of improvements to the South Dynomfieal; and

(iv) alteration of the manner in which Pacific Natioma&nages, conducts or
carries out operations at the South Dynon Terminal.

(© Within 40 Business Days of receiving a requestjfleadational will prepare and
provide to the access seeker an indicative expampém for the Works to
accommodate the access seeker's access requeshdibiative expansion plan will
include:

@ an outline of the proposed Works including anyraliée proposals for
the proposed Works;
(i) a program for the development of detailed assedsofi¢he Works
including:
A. an estimate of the costs of the Works;
B. the cost of preparing the detailed assessment;
C. the process for consultation by Pacific Nationahvthe
access seeker on the detailed assessment;
D. the basis upon which Pacific National proposedltzate the
costs incurred in providing the detailed assessmiesuich
Works, which will be fair and reasonable havingareigto the
nature of the request for access, the work unkkamtand the
benefits to Pacific National and the access seafktie
Works; and
E. the estimated costs of the detailed assessment.

(d) Within 20 Business Days of receipt of the indicatexpansion plan, the access
seeker will advise Pacific National in writing ffwishes to proceed with a detailed
assessment of the Works.

(e) If the access seeker notifies Pacific Nationaldocadance with clause 5.2(d),
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)] conceptual design for the additional capacity;



(f)

(9)

(h)

(i)
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(i) conceptual costing for the additional capacity;

(iii) conceptual timeframe for the implementation oféhbancements;

(iv) consultation and approval requirements;

(V) physical and financial risks;

(vi) identification of environmental issues;

(vii) potential users of the additional capacity enhamces) and

(viii) a cost estimate for the detailed design and cosfitige proposed
enhancements.

The timeframe for provision of this feasibility assment will be advised to the
access seeker following Pacific National receiandgice from the access seeker
under 5.2 d). This time frame will vary and willgdnd on the nature and
complexity of the proposed works that need to kieuiaken to meet the request to
increase capacity. This time frame may subsequéetlyaried with the agreement
of the access seeker and Pacific National.

Pacific National will charge the access seekeraarable fee for the costs of
undertaking the feasibility assessment as seinofibhnexure A, Application and
Negotiation Protocol, clause 6.2.

The decision to undertake the Works and the mannghich such Works are to be
undertaken by Pacific National is in Pacific Naabts absolute discretion provided
that it is consistent with these protocols andténms of the lease pursuant to which
Pacific National occupies the South Dynon Terminal.

Without derogating from Pacific National's discoetj Pacific National will consult
with the access seeker in relation to:

(1) the manner in which the Works are to be carried anud

(i) the cost of the Works, the allocation of which Vel as agreed between
Pacific National and the access seeker.

Pacific National will not be required to undertakeexpansion in any of the
following circumstances:

(1) the proposed expansion is in breach of any legsiat

(i) if, in order to undertake the expansion, it is msegy for Pacific
National to make use of land other than that orctvktie South Dynon
Terminal is located;

(iii) Pacific National is, despite its reasonable endaesyainable to obtain
required consents, licences, permits or other ajsaequired by any
legislation or other legal obligation in relatianthe design,
construction, commissioning, operation and mairmeaaf the proposed
expansion; or

(iv) the expansion is in Pacific National's reasonapleion otherwise
unreasonable.



Proposal in relation to account keeping rules

The accounting records consistent with the infoiromateasonably required to be provided
pursuant to the Account Keeping Rules for the psegmf the Access Arrangement are set out
in Annexure C.

7.1

7.2

7.3

7.4

Terminal Management Protocol

Non-Discrimination

In carrying out management of trains into and duhe South Dynon Terminal Pacific
National will, subject to all relevant legislatigincluding in relation to safety), not
unreasonably favour itself or another person (idicig any of its related bodies corporate or
business units) over any other person.

Track Network Management Protocols

Pacific National will, to the extent necessary tovyide access to the South Dynon Terminal in
accordance with this Access Arrangement and comiilythe relevant track network
management and operations protocols and procefburdee ARTC track network, V/Line

track network and Metro Track Melbourne Track netwnand any other relevant networks to
the extent that they are relevant to the South Byirerminal. Pacific National will use all
reasonable endeavours to maximise the use of theetavork through the optimum use of the
South Dynon Terminal.

Late Running Trains

Pacific National will use its best endeavours tooamemodate trains that present at the South
Dynon Terminal more than 20 minutes after the degtigd arrival time.

Priority to On-Time Trains

Nothing in clause 7.3 above will require Pacifictidaal to disrupt trains which arrive and
depart the South Dynon Terminal in accordance thglr specified arrival and departure
times.
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Annexure A

Application and Negotiation Protocol

1. Introduction
1.1 Scope of document
This Application and Negotiation Protocol is madeguant to section 38X of the RMA and
details:
(a) the negotiation guidelines which will apply to amguest for access to the South
Dynon Terminal;
(b) the procedure for making applications for accesheédSouth Dynon Terminal;
(© the procedure that will be followed by Pacific Maial when assessing and
determining access applications; and
(d) the procedure and method for negotiating the temasconditions for access.
1.2 Good faith commitment
When following the procedures and carrying outdhlgations specified in this Application
and Negotiation Protocol, Pacific National andaaitess seekers must act in good faith.
1.3 Definitions and interpretation
In this Application and Negotiation Protocol, terhves/e the same meaning as defined in the
Access Arrangement for the South Dynon Terminal.
2. Procedure for making an access application
2.1 Information Pack

(@) Access and Regulation will prepare and maintaimormation pack in relation to
access to the South Dynon Terminal that will be enahilable to an access seeker
on request by the access seeker within 5 Businags &f receipt of the request.
Such a request may be made by an access seekao@ubmitting an access
application.

(b) The information pack for the South Dynon Termindl @ontain:

) a copy of the Access Arrangement and Access Arrarge
Information;

(i) a copy of the detailed diagrammatic map of the I$S&ynon Terminal
set out in Schedule 1 to this Application and Nigian Protocol which
includes the location within the South Dynon Terahiof fixed plant and

equipment;
(iii) a copy of the Capacity Allocation Protocols;
(iv) the name and contact details of the Access andl&egurepresentative

who has primary responsibility for responding tesfions from access
seekers prior to the lodgment of access applicstion
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(©)

(V) a copy of the Application Form for access to thatB@ynon Terminal,
which is set out in Schedule 2 to this Applicatéord Negotiation
Protocol;

(vi) a copy of the standard terms and conditions foesgto the South
Dynon Terminal contained in the Standard AccessAgrent;

(vii) a description of the signalling system, safe wagldgstems and
operational systems operative at the South Dynemihal; and

(vili) a copy of Pacific National's Terminal Managememt&tol.

Access and Regulation will advise the access seak#re time of providing the
information pack, that further information may heiable under clauses 3 and 5
of the Capacity Use Rules.

2.2 Provision of further information

@)

(b)

Following the provision of an information pack undtause 2.1, if requested by the
access seeker and if the access seeker providitk @ description of the service it
is considering seeking, Pacific National will prdgithe following additional
information:

® whether there is capacity to provide access t&théh Dynon Terminal,

(i) a description of the South Dynon Terminal includihg layout of the
terminal and interface with roads, ports or otledevant infrastructure
used to access the terminal and a descriptionyobperational
constraints to roadside access to the terminal;

(iii) details of the access charges that apply for adodbge South Dynon
Terminal with reference to the reference tariffsaé in the Access
Arrangement;

(iv) such other matters as an access seeker may resatpbre for the
purpose of making an application for access in @aswe with the
Access Arrangement.

Pacific National will use all reasonable endeavaansrovide the information
requested under clause 2.2(a) to the access sneksting within 14 days after
receiving the request for further information ahe tlescription of the service from
the access seeker.

2.3 Application Form and access seeker information

@

(b)
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An access seeker may submit a completed Applic&ism to Access and
Regulation providing details of the access reqaesfan access application must be
in accordance with the Application Form which is@at in Schedule 2 to this
Application and Negotiation Protocol.

In addition to information required by the Appliat Form, Access and Regulation
may require the access seeker to provide informasoto:

)] the managerial and financial ability to carry che bperations and
activities consistent with the access requestuding evidence that the
access seeker's management and staff have thesamckisowledge and
experience or that the access seeker will be atdad will engage the
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services of another person whose management dhtiste the
necessary knowledge and experience to carry oyrtipgosed rail
operation and that the access seeker has the agcérancial resources
to carry out the proposed activities;

(i) the access seeker's requirements in relation teethenal services
required at the South Dynon Terminal;

(iii) the nature and ability of the access seeker's dfenys to reliably
interface with the Terminal IT Systems if the ascesught were to be
provided,;

(iv) the ability of the access seeker's locomotive®tomunicate with

terminal communication systems in accordance vaghlterminal
Management Protocol; and

(V) any other information reasonably required by Ac@ess Regulation to
assess and respond to the access application.

3. Procedure for assessing access applications
3.1 Acknowledgement of receipt
(@) Access and Regulation will acknowledge receiptroecess application within 5

Business Days of receipt.

(b) Within 10 Business Days of receipt of an acces$i@gijon (or such longer period
as may be agreed between Access and Regulatiah@adcess seeker), Access
and Regulation will advise the access seeker ttfadre

® the access seeker's application is in the forncpbed in the Access
Arrangement and contains the information requiced,;

(i) the access seeker's application is not in the foaacribed in the Access
Arrangement or does not contain the informatioruegl (in which case
Access and Regulation may reject the access apphga

(©) If Access and Regulation rejects an access apiplicat accordance with paragraph
(b)(ii) above, Access and Regulation will, in th#ioe to the access seeker, specify
the additional information that it reasonably regsifor the access application to be
compliant.

(d) Having received a notification pursuant to the geaph (b)(ii) above, an access
seeker may elect to:

@ give further information to Access and Regulationyhich case,
paragraphs (a), (b) and (c) above shall applyégtovision of such
further information with such alterations and madifions as are
necessary;

(i) refer the matter to the Commission as an accesseatjspute under
section 382V of the RMA; or

(iii) accept the rejection and not proceed further vhigtt &ccess application.

(e) If Access and Regulation does not reject the acmgscation within 10 Business
Days of receipt of the access application or saohér period as the parties agree,
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Pacific National is deemed to have given an ackadgément under paragraph

(b))

3.2 Assessment of Access Application

@)

(b)

(©)

(d)

Legal\306671242.1

Within 20 Business Days of issuing a notice todbeess seeker under clause
3.1(b)(i), or the date on which Access and Reguteis deemed to have done so
under clause 3.1 (e), Pacific National will detarejiconsistent with the Access
Arrangement, the Capacity Use Rules and any prt&tecade under those rules,
whether there is sufficient Available Capacity teghthe access seeker's request
and, by notice in writing to the access seekerisadhe access seeker accordingly.

Subject to clause 3.2(e), if Pacific National deti@es under paragraph (a) that
there is sufficient Available Capacity to meet Hueess seeker's request, Pacific
National will include in the notice provided to thecess seeker in accordance with
paragraph (a) the proposed terms and conditioolsidimg price, upon which the
access provider will make the requested serviceadbe.

If Pacific National determines under paragraphtlilj there is not sufficient
Available Capacity to meet the access seeker'estafter assessing Available
Capacity in accordance with the Capacity Use Rukagific National will, within
25 Business Days of issuing a notice to the acsmsser under clause 3.1 (b)(i) or
within 25 Business Days of the date on which thafleaNational is deemed to
have done so under clause 3.1(b)(e):

@ provide reasons why the service cannot be madéahiaio meet the
access seeker's request;

(i) if part but not all of the access seeker's reqeaaste satisfied from
Available Capacity, subject to clause 3.2(e) ndtify access seeker of
the terms and conditions, including price, uponchitthe Pacific
National will make that the service requested aldd to the extent of
Pacific National's Available Capacity; and

(iii) if Works are required to provide additional capacicessary to meet
the access seeker's request in full, at the tinpeafiding notice under
clause 3.2(c)(ii) offer to undertake an assessiithie Works required
and the cost of those Works in accordance witlcliase 5.2 of the
Access Arrangement.

Pacific National may reject an access applicafion i

)] the access seeker does not have or will not haveetssary
accreditation lawfully to operate the service ipisposing to operate;

(i) the access seeker's rolling stock does not comiptytire requirements
for access to the relevant rail network applicdigen time to time,
where the relevant rail network may include, butas limited to, ARTC
network, VLine Network, Metro Trains Melbourne netik, Railcorp
network and Brookfield Rail network;

(iii) either the management and staff of the accessrsdek®t have the
necessary knowledge and experience to carry oprdposed rail
operations, or the access seeker will not be abdagage the services of
another person whose management and staff haveetiessary
knowledge and experience carry on the proposedtipas; or
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(iv) in carrying on the proposed operations the acasges does not have
the necessary financial capacity to meet its firdmbligations to
Pacific National under an Access Agreement anditiaacial
obligations it owes to any other persons (includirgesses under
insurance policies).

(e) If Pacific National determines to reject an acaggdication under paragraph (d) it
will, within 25 Business Days of issuing a noticethe access seeker under clause
3.1(a) or within 25 Business Days of the date oickvit is deemed to a done so
under clause 3.1(e) notify the access seeker détesrmination and provide reasons
why the requested service cannot be made available.

4.2

4.3

4.4

Negotiation of terms and conditions of access

Negotiation process
Following provision by Pacific National of a noticeder clause 3.2(a) Pacific National will:

(a) meet and negotiate in good faith with the acceskesdo seek to reach agreement
on the terms and conditions, including price, omcWlit will make the requested
service available (including if the notice has bpesvided under clause 3.2(c)(ii)
of availability or part availability of capacityng works required to provide
additional capacity); and

(b) use all reasonable endeavours to meet the requiterokan access seeker who has
complied with its obligations under the Act andstApplication and Negotiation
Protocol.

Scope of negotiations

The access negotiations will be conducted on tkes baat:

(a) save for:
0] specific factual details relevant to each individaescess application; and
(i) any matters agreed between Pacific National anddbess seeker,

the Standard Access Agreement will comprise théraotual terms between
Pacific National as the operator of the South Dyferminal, and the access
seeker;

(b) the price for the services to be provided will le¢edmined in accordance with the
Access Arrangement Information and the referenciisa

Timing of negotiations

The negotiation of the contractual terms will benpdeted within 60 Business Days of Pacific
National giving notice under clause 3.2(a).

Dispute resolution process

(a) If a dispute arises between Pacific National amrdattcess seeker in connection
with the negotiations for the provision of acces#he South Dynon Terminal
("Dispute”) then either party may give a notic®{Spute Notice") to the other
specifying the Dispute and requiring it to be death under this clause 4.4.
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(b) Pacific National and the Access Seeker shall ussoreable endeavours and act in
good faith to settle the dispute as soon as pedic

(© If the Dispute is not resolved within 10 Businessy®from the date on which it is
referred to the delegates of the Chief Executiviices, the Dispute will be
referred to the senior Pacific National executivéhwesponsibility for the South
Dynon Terminal who will attempt to resolve the Digpwithin 20 Business Days
from the date of receipt of the Dispute Notice.

(d) If a Dispute is not resolved in accordance witlus&a4.4(c) Pacific National and
the access seeker will jointly choose and appairihdependent expert to provide
a report containing a recommendation as to thestmsivhich the Dispute should
be resolved;

(e) In the absence of agreement as to the indepenggettavithin 10 Business Days
the independent expert will be appointed on thdiegitfon of Pacific National by
the President of the Institute of Arbitrators anddihtors Australia.

() The independent expert must provide his reporbas as practicable and, if
possible, within 20 Business Days of the Disputiedpecferred to the expert.

(9) The independent expert will act as an expert andnarbitrator and may adopt
such procedures as he/she thinks fit.

(h) The costs of the independent expert will be bomealty be Pacific National and
the access seeker.

0] Pacific National and the access seeker will usie Hest endeavours to resolve the
Dispute on the basis set out in the expert redugined pursuant to the mechanism
provided under paragraph (d) above.

0] If either Pacific National or the access seekasrsethe Dispute to the Commission,
either party may provide the Commission with a copthe expert report obtained
pursuant to the mechanism provided under paragpbove.

5. Confidential Information

51 Confidential Information

Information provided by Pacific National or an aggseeker in confidence to each other under
or in connection with this Application and Negaitat Protocol is Confidential
Information ” for the purposes of this clause.

5.2 Prohibition on disclosure

Each of Pacific National and the access seekermrtal@ss to the other that it, its officers,
employees, agents and subcontractors will not,auitkhe written consent of the other party
(which consent shall not be unreasonably withhdislose Confidential Information to any
person, unless the disclosure:

(a) is of Confidential Information already within thelgic domain other than as a
result of a breach of this Application and NegatiatProtocol,

(b) is of Confidential Information already known to timerson (as evidenced by the
persons written records) at the date of disclosure;
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(©)

(d)

(e)

(f)

(9)

is provided to the professional advisers of theld&ng party, on condition that the
professional adviser agrees to keep the Confiddnf@mation confidential;

is to be made to a related body corporate of thel@ing party provided that:

0] the related body corporate agrees to keep the @mntfal Information
confidential;

(i) the Confidential Information is disclosed solely foe purpose of
enabling the disclosing party to undertake itstsgind obligations
under this Access Arrangement or an Access Agreemade pursuant
to it;

(iii) if Pacific National is the disclosing party, PaciNational must ensure
that the related body corporate complies with secsi8ZZZ of the RMA
as if that related body corporate were an accessdar; and

(iv) if the access seeker is the disclosing party, tieess seeker must ensure
that the related body corporate complies with sacB8ZZZA of the
RMA as if that related body corporate were an asegker;

is required by law (including the act or the guides$), or any governmental agency
acting or purporting to act within its powers anddtions, or by the requirements
of accreditation;

is reasonably necessary for the purposes of anjatim@d expert determination,
arbitration or legal proceeding involving Pacifiatidnal or the access seeker; or

is to the ACCC for the purposes of Part IlIA of thempetition and Consumer Act
2010Cth or to the Commission for the purposes of tVAR

53 Confidential Information

@

(b)

(©)

(d)

Legal\306671242.1

To the extent that compliance with this Applicataomd Negotiation Protocol
requires either Pacific National or the accesseseekprovide the other party with
Confidential Information, each party must takerelisonable steps to ensure that
the Confidential Information is kept confidentigdaonly made available to
officers, employees, agents or subcontractorsydiey consultants) who require
that Confidential Information (and only to the exteequired) to enable the
respective parties to comply with their obligatiamgler this Application and
Negotiation Protocol.

Subject to clause 5.3 (c), neitlRacific Nationahorardthe access seeker may
disclose Confidential Information received from titeer party in accordance with
this Application and Negotiation Protocol, to aejated body corporate without the
prior written consent of the other party.

Nothing in this clause 5 prevents the disclosur€affidential Information to the
Director or any minister, officer, employee, agetyiser or consultant of the State
of Victoria or a governmental agency of that State.

The obligation of confidentiality under this clause continuing obligation and

remains in force from the date upon which the acsegker makes a request
pursuant to clause 2.1 of this Application and Niggion Protocol.
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5.4 Prohibition on use of access seeker information

@) Pacific National must not, without the written censof the other party, use
Confidential Information given to it by an accessler or user other than solely for
one of the following purposes:

® to assess and respond to a request by the acedss && the provision
of a service made under this Application and Negjioth Protocol; and
(i) to provide the relevant service to the user.

(b) An access seeker or a user must not, without thtemwiconsent of Pacific National,
use Confidential Information given to them by PiadNational other than solely for
the purpose of seeking to be provided, or usirsgraice provided by Pacific
National pursuant to this Application and NegotiatProtocol.

5.5 Provision of Information to Pacific National
Nothing in this clause prevents Access and Reguidtbm disclosing all information, other
than the name of the access seeker or end custistagls, to Pacific National as the operator
of the South Dynon Terminal for the sole purposerabling Pacific National to assess an
application in accordance with this Application delgotiation Protocol.

6. Fees and Levies

6.1 Fees and levies for the provision of informatio  n
Pacific National may charge the access seeker af {8200 for the provision of (and as a pre-
condition to providing) each of:
(a) an information pack under clause 2.1 (althoughetinél be no fee to download the

information pack from Pacific National's extranigt)s and

(b) the additional information required to be providedier clause 2.2.

6.2 Fees and levies for assessing works

(a) Where an access seeker has accepted Pacific Natioffier under clause 3.2(c)(ii)
and Pacific National has carried out the detaiksbasment of the Works and the
cost of the Works, Pacific National may chargeeafte providing such detailed
assessment, which will be calculated in accordantethe protocols made by
Pacific National as required under section 4.hefNegotiation Guidelines and on
a basis which will be fair and reasonable havirgaré to the nature of the request
for access, the work undertaken and the beneffatific National and the access
seeker of the works.

(b) Pacific National will, on request by the acceskseerovide to the access seeker
in writing a breakdown of the component costs effée charged by Pacific
National under paragraph (a).
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Schedule 1 - Diagram of the South Dynon Terminal
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Schedule 2 - Application Form

The access seeker's name and
contact details:

Train arrival specifying:
- Day of week:
- Time of day:

Train departure specifying:
- Day of week:
- Time of day:

Origin of the train:
Destination of the train:

Length of train:

Types of containers which will
be on trains identifying size
and whether any containers
will have special handling
reguirements or processes:

Estimated number of
containers to be unloaded per
train:

Number of sections into which
train is to be broken and
length of each section:

Date on which services are to
commence:

10.

Details of any through city
section:

11.

Details of whether any
container storage will be
required outside delivery and
pick up time frames provided
for the in the Access
Agreement:

12.

Details of the accreditation of
the access seeker or the status
of the access seeker's

application for accreditation:

13.

Locomotive and storage
requirements:
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Annexure B - Capacity Allocation Protocols

Capacity allocation

1.

3.

On receipt of an access application in accordantteclause 2.3 of the Application and
Negotiation Protocol, Pacific National will make assessment as to whether there is
sufficient Available Capacity at the South Dynomrfimal to meet the access seeker's request.
In making that assessment Pacific National wiletakcount of the factors outlined in the
"Train Load / Unload Process Considerations" chalbw.

If Pacific National determines, in its reasonalpen, that there is insufficient Available
Capacity to satisfy an access seeker's requestl, iin accordance with clause 3.2(c) of the
Application and Negotiation Protocol

@) make an assessment of whether part of the acoglssr'serequest can be satisfied

with Available Capacity and an assessment of thé&svihat would be required to
satisfy the balance of the access seeker's requesistently with each protocol
referred to in the Application and Negotiation Bwul; and

(b) provide a written explanation to the access sea&éo why the access application

could not be satisfied in full.

If Pacific National determines, in its reasonalpéenn, that there is sufficient Available
Capacity to satisfy an access seeker's requesti itotify the access seeker in accordance
with clause 3.2(a) of the Application and NegotiatProtocol.

Mutually exclusive requests for capacity

4,

In circumstances where two or more access seeieseaking mutually exclusive capacity
allocation rights, the rights will be granted te thccess seeker who accepts an Access
Agreement with Pacific National which, in the opiniof Pacific National, is most favourable
to Pacific National. Ordinarily, but without linmig Pacific National's discretion in this
regard, Pacific National would make such a decib@sed on the Access Agreement that
represented the highest present value of futuverreto Pacific National after considering all
risks associated with the Access Agreement.

Access seeker may vary capacity allocation

5.

An access seeker or user may apply to Pacific Natim vary its allocated capacity
entitlements under a Access Agreement. PacificioNat will assess the application against
the capacity allocation principles and proceduet®at in this Capacity Allocation Protocol
having regard to the Available Capacity and, wéliythe capacity entitlement as sought if
able to do so pursuant to those principles andeglaes. In varying the capacity entittement
of any access seeker or user under this clausgicRdational will negotiate with the access
seeker or user in good faith and will use all reafte endeavours to vary the allocated
capacity entitlement in accordance with the reqoktiie access seeker or user, provided that
such variation does not interfere with the allodatapacity entittements of another user or the
optimum use of the terminal.

Pacific National rights to vary or withdraw capacit y entitlements

6.

In order to encourage the optimum use of South ByFerminal, Pacific National will be
entitled to withdraw capacity allocated to a uagnspant to a Access Agreement, and
reallocate that capacity to another access sei&kiee, user has failed to use at least 65% of the
allocated capacity for any calendar month durirgterm of the Access Agreement, without
sufficient justification acceptable to Pacific Natal acting in good faith and reasonably.
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Pacific National must notify the user in writingitd intention to withdraw allocated capacity
on the basis of this clause 6, which notice must:

(a) state that it is a notice given under section i@ Capacity Use Rules,

(b) require the user to demonstrate its ability tasdil or fully utilise thatJuser's
CeapacityAallocation to the extent contemplated in sectior{(@® or (ii) of the
Capacity Use Rules (as applicable) or otherwisshtiw cause in writing why
Pacific National should not require the surrendghe Uuser'sCeapacity
Adllocation the subject of the notice;

(© state the date by which the user is required tuigecawritten response to the
access provider (which will ndie less than 14 days after the user receives the
notice); and

(d) state that if the user does not show reasonabkedawvriting by the stated date,

Pacific National may by written notice to the ussguire the surrender of the
Uuser'sCeapacityAadllocation that is the subject of the notice.

Pacific National will provide the user with suffieit opportunity (to be no less than 14 days
from the date of the notice) to demonstrate itstglio utilise, or fully utilise that allocated
capacity to the extent contemplated under the Trexhaiccess arrangement or otherwise to
show cause in writing why Pacific National shoutd withdraw the allocated capacity the
subject of the notice. In considering any respdr@a the user to a notice given by Pacific
National under this clause, Pacific National wdt eeasonably and in good faith.

7. Pacific National may permanently vary or withdraapacity allocated to a user under a
Access Agreement following breach by the user lgfvamnt legislation, or an industry or
Pacific National standard (including Pacific Natdia rolling stock interface standards), or the
Terminal Management Protocol or a Pacific Natioeglirement relating to the operation or
safety requirements applicable to South Dynon TeamiPacific National must notify the
user in writing of its intention to permanently yar withdraw allocated capacity on the basis
of this clause 7, which notice must state:

(a) that it is a notice under section 5.4 of the Capddse Rules;
(b) the alleged breach;
(©) that the user is required to show cause in writihg Pacific National should not

require the permanent variation or surrender of.thger'sCeapacityAallocation
the subject of the alleged breach;

(d) the date by which the user is required to showeguwkich will not be less than 14
days after the user receives the notice); and

(e) that if the user does not show reasonable causieetstated date, Pacific National
may by written notice to the user permanently \@rgequire the surrender of the
Uuser'sCeapacityAadllocation the subject of the notice.

Pacific National will provide the user with sufféeit opportunity (to be no less than 14 days
from the date of the notice) to show reasonablseahy Pacific National should not vary or
withdraw capacity as specified in the notice. Hogrewhere such breach creates a risk of
injury to persons or damage to property, includiaghage to equipment or infrastructure at the
South Dynon Terminal, Pacific National may withdréng Uaser'sCeapacityAallocation
immediately until the user has addressed the oiske reasonable satisfaction of Pacific
National acting in good faith and reasonably. dngidering any response from the user to a
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notice given by Pacific National under this clauRacific National will act reasonably and in
good faith.

Pacific National may vary capacity allocated unalérccess Agreement on a temporary basis:

(a) to repair, maintain, upgrade, extend, construchake alterations to the South
Dynon Terminal,

(b) for reasons of safety or for the prevention of imjar damage to the rail network or
South Dynon Terminal or to other persons or prgpeand

(© following a request in writing from a user.

Pacific National must advise the user in writingtsfintention to temporarily vary a capacity
allocation under clause 8 of this Capacity AllosatProtocol by notice in writing of not less
than 14 days. However, a lesser notice periogsgmined by Pacific National acting in

good faith and reasonably may be given if the tenaayovariation is required to ensure safety
in the operation of South Dynon Terminal. PadNational will consult with the user prior to
issuing the notice and during the notice periodsto best accommodate the requirements of
the user by temporarily allocating suitable subsitapacity where possible, applying the
capacity allocation principles and procedures sétrothis Capacity Allocation Protocol.

Complaint handling

10.

If an access seeker or user is not satisfied theéifi® National has complied with its

obligations under this Capacity Allocation Protoaat provides Pacific National with details
of the complaint in writing, Pacific National wilhvestigate and consider the complaint and
seek to address the complaint in good faith wigtlirdays from receipt of the complaint.

Pacific National will report to the Commission eatlth complaint and the measures taken by
Pacific National in response to such complaint.
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departure

Train departure
clashes;
Sufficient time
for variation
management?
What if Track
Access provider
will not accept
train?
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Annexure C: Financial Reporting

Cost Category

Service

1 Salaries & Related Costs

2 Outsourced Services

3 Consultants

4 Travel

5 Communications

6 Personnel Costs

7 Asset Related Expenses

8 Occupancy Costs

9 Insurance Premiums
10 Other Expenses
11 Financial Charges and Expenses
12 Depreciation and Amortisation

13 Allocated Corporate/Head Office Costs
14 Allocated PN Rail Corporate Costs

1 Operator Establishment Fee
1 Load Unlaod Basic Service

2 Container Storage

3 DG Management

4 Loco Storage

5 Wagon Storage

6 Truck Driver Induction

7 Loco Driver Induction

8 Shunting

9 Administration

South Dynon Financial Statements

South Dynon Cost Statement

Specific to South Dynon Terminal (3)

Allocated on per head basis (1)
Allocated on per head basis (2)

South Dynon Revenue Statement

Access Seeker 1 Access Seeker 2 Access Seeker 3

Volume Revenue Volume Revenue Volume Revenue

Total

Cost allocation method

1.

Total Number of FTEs at National Intermodal

Corporate costs: Number of FTE at South Dynamiireal x Asciano Corporate Charge to National Intermodal

Note: National Intermodal is charged 1% of Nationakintodal revenue for Asciano Corporate Services.

2.

Intermodal costs: Number of FTE at South Dymerminal X

Total Number of FTEs at National Intermodal

Legal\306671242.1

Total Corporate Costs for National tmedal
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Note: National Intermodal excludes Pacific National €@nsland)
National Intermodal Corporate costs include alledatosts from PN Corporate for Shared ServicesatmNal Intermodal. These costs
are allocated as follows: Payroll on headcount,odots Payable on invoice numbers, and IT on users.

3. No allocation. Actual costs relating to capégpenditure at South Dynon Terminal.

All other cost categories (i.e., 1-12) are actueits related to the provision of Terminal Servic€bere are four sub-cost centres
in South Dynon Terminal cost centre. These are:

« Vic Management;

* Vic Sales;

* Melbourne Terminal; and
e Melbourne Provisioning.

Vic Management and Melbourne Terminal are the saly-cost centres included in the South Dynon Teatisitosts. Vic
Sales and Melbourne Provisioning are excluded @gntlate to non access activities.
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Annexure D - Reference Prices for Reference Service s

Reference service 1
1(a) One off services
1(a) Operator Establishment Fee: $94.07 per hour
plus
1(b) Loading and unloading services

These services comprise:

1(b) Train Processing Charge:
Option A: $1,809-4929.00per train
Option B: ®,074.261,229.00per train
TEU Handling Charge .8319.95per TEU loaded/unloaded
Reference service 2xtended container storage. $42.06 per TEU pe(adajuding
Sunday)
Reference service 8langerous goods management20& per TE22-13perdangerods
cesfseanininer
Shovoddor 0 boper e
Reference service docomotive storage $2.16 per 100 metres per hour
Reference service Svagon storage $2.16 per 100 metres per hour
Reference service @uck driver induction $151.62 per induction csriof up to a
maximum of four attendees
Reference service Tocomotive driver induction $431.61 per inductimwurse of up to a

maximum of four attendees

Reference service 8hunting in addition

Option A: $160.47 per hour
Option B: $460.35 per hour
Reference service @dministration services $47.58 per hour

Notes:
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1. The prices offered will comply with the Rail &g Order namely that terminal service prices il
set with the objective of generating revenue t{@tat least covers the directly attributable arémental
costs of providing the services; and (b) does aobver more than the stand alone costs of providiieg
service.

2. The reference prices set out above will be stilbjea price escalation by the greater of 2/3Bf @
CPI1% - 2%.

3. For reference service 1(b)(i) (Option B) ancerehce service 8 (Option B) the prices will be sabjo
an additional adjustment equal to the ‘Fuel Adjwsttmmount’. The Fuel Adjustment Amount is equal
to:

Reference Service 1 (b)(i) (Option B)
(AFI; / AFlyasel) X $2,074.26 X 6%
Reference Service 8 (Option B)

(AFI; / AFlyasel) X $460.35 x 6% Where:

AFl is the automotive fuel expenditure class indethe Consumer Price Index published by
the Australian Bureau of Statistics. AHE the AFI in the most recent CPI publication and
AFlyaseis equal to the March quarter 2011 index value.

The Fuel Adjustment Amount is added to the bassegar reference service 1(b)(i) (Option B) and
reference service 8 (Option B). The base price ige the schedule above ($2,074.26 per train for
reference service 1(b)(i) (Option B) and $460.36hmeir for reference service 8 (Option B) subjedhie
price escalation specified in Note 2.

For clarity, the Fuel Adjustment Amount is not sdtjto the escalation formula specified in Note 2.

4. For reference services 1(a), 1(b)(i) (Option K})(ii) and reference services 2-9 the prices val
subject to a fee variation effective from 1 Julyesch year (commencing with 1 July 2012) in acaoeda
with the following formula:

Rn =Ro (1 + CPIg)

where:

Rn = The Charges per Reference Service to apphy fr July of the applicable year.

Ro = The Charges per Reference Service applyirg@Patune of the year prior to the
applicable year.

CPIn = CPI (all Groups Index Number, weighted agerof 8 Capital Cities) for March in
the applicable year.

CPlo = CPI (all Groups Index Number, weighted agerof 8 Capital Cities) for March in
the year prior to the applicable year.

CPIg = Greater of (CPIn — CPlo) / CPlo) — 2% CPIn — CPlo) / CPIlo) x 2/3.
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Annexure E - Standard Access Agreement

Terminal Access and Services Agreement -
South Dynon Terminal

Asciano Services Pty Ltd
ACN 052 134 362

[Insert Name of Access Holder]
ACN [Insert ACN of Access Holder]

Legal\306671242.1
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Terminal Access and Services Agreement - South Dyno  n Terminal made at
on 20

Parties Asciano Services Pty Ltd, ACN 052 134 362 ("Pacific National")

[Insert name and ACN of Access Holder]  ("Access HoldeY)

Recitals

A. Pacific National operates and provides acce$ised erminal and provides the
Services to rail freight operators accessing thenirel.

B. Pacific National agrees to grant the Access Blokatcess to the Terminal and to

provide the Services on the terms and conditiorikisfagreement.

The parties agree

1. Definitions and interpretation

1.1 Definitions

Access and Regulatiormeans Asciano Limited's (ABN: 26 123 652 862) Assand
Regulation Team.

Acceptable Credit Ratingmeans a minimum long term credit rating of eitRBB from
Standard & Poors or Baa2 from Moody's.

Accreditation means accreditation in accordance withRlad Safety Act 2000/ic)

(including any regulation, guideline or ordinancada pursuant to that Act), which is required
by the Access Holder, its employees, agents, atioitaand sub-contractors to operate Trains
and conduct the activities contemplated by thigewent.

Additional Monthly Throughput means a number of TEU in a particular month in sxa#
the Allocated Monthly TEU which is applicable undleis agreement for that month.

Allocated Monthly TEU means the number of TEU for each month set o8thedule 5 as
adjusted from time to time in accordance with #iseement.

Arbitrator means a qualified arbitrator who:

(a) is a member of the Institute of Arbitrators and Mgals (Victorian Chapter);

(b) is not an interested party to the agreement andtiassociated either directly or
indirectly with an interested party (unless othesenvaigreed in writing by both
parties);

(©) has a detailed understanding of, and experienaispute resolution practices and

procedures; and
(d) has an understanding of the rail industry in Adistra

Authority means the Crown, a minister, a government depattraggovernment authority, a
government owned entity constituted for a publigpoge, a local council or a local
government entity.
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Business Daymeans a day not being Saturday, Sunday or publiddy, on which banks are
generally open for business in Melbourne, Victoria.

Business Hoursmeans between 9.00 am and 5.00 pm on a Busingss Da

Capacity Allocation Protocolsmeans the Capacity Allocation Protocols for thatB®ynon
Terminal contained in Annexure B to the South DyAacess Arrangement.

Ceiling TEU means, for a month, the Allocated Monthly TEU whiglapplicable under this
agreement for that month, plus an additional paeggnof that Allocated Monthly TEU as
specified in Schedule 5 (as varied from time taetimaccordance with this agreement).

Change in Control of the Access Holder means that without the psigtten consent of
Pacific National:

(@) a relevant interest, as defined in the Corporatietsin more than 20% of the
securities of the Access Holder that in normalwinstances entitle the holder to
vote or participate at a meeting of the membeth@#¥ccess Holder or to vote or
participate in the election or appointment of dioes of the Access Holder passes
to a person or persons who did not have such neléwveerest as at the date of this
agreement, except in circumstances where the rgl@v@rest passes to a Related
Body Corporate of the Access Holder or as parnahgernal re-organisation of the
Access Holder and its Related Bodies Corporate; or

(b) the ability to control or the actual control (irpestive of whether such control is
exercisable on a passive or active basis and eotise of whether such control is
exercisable solely or jointly or directly or inditéy) of the management and
policies of the Access Holder passes to a persersons who did not have such
ability or actual control of the date of this agremt, except as a result of an
internal re-organisation of the Access Holder aadRelated Bodies Corporate.

Claim includes any claim, demand, remedy, injury, dambugs, cost, expense, suit, liability,
action, proceeding, right of action or claim fongmensation.

Commencement Dataneans the date the conditions precedent set @latigse 2 have been
satisfied or such other date as the parties agresiting.

Confidential Information means the terms of this agreement and all infoomgtrovided in
confidence by one party to another including, withignitation, in the case of the Access
Holder, the Train Specification (other than thediable), being information other than
information which:

(@) at the time of the first disclosure by the disabgsparty was already in the lawful
possession of the other party and which was nibieatime of such disclosure the
subject of any obligation of confidentiality;

(b) is or becomes generally available to the publientise than by disclosure in
breach of the terms of this agreement or an oldigaif confidence owed to the
disclosing party by the other party; or

(© becomes available to the other party, from a th@son legally entitled to possess
the information and provide it to the other pawijthout breaching any obligation
of confidentiality in relation to such informatiam any Law.

Corporations Act means th€orporations Act, 200{Cth).

Dangerous Gooddave the meaning given in tbengerous Goods Code
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Dangerous Goods Codeneans théustralian Code for the Transport of Dangerous Goby
Road and Raiprepared by the National Transport Commissiors@acessor body) from time
to time.

Default Rate means the interest rate which is 2 percentagdsabove the prime lending rate
charged by the Commonwealth Bank of Australia atréievant time on overdrafts of
$100,000.00 or more.

Environmental Hazard means a state of danger to human beings or theament whether
imminent or otherwise resulting from the locatistgrage or handling of any substance having
toxic, corrosive, flammable, explosive, infectiarsotherwise dangerous characteristics.

Environmental Laws means all planning, environmental, health, dangegmods, pollution
laws, environmental protection policies and reléapproved codes of practice and the
conditions of all licences, approvals, consentsnsions or permits under them or amended
from time to time.

Environmental Management Systenmeans a plan of management devised by the Access
Holder in consultation with Pacific National to adss all environmental risks and to ensure
compliance with all applicable Environmental Laws.

Event of Insolvencymeans, in respect of a party, that:

@) a controller (as defined in section 9 of the Coaions Act), manager, trustee,
administrator, or similar officer is appointed gspect of a person or any asset of a
person;

(b) a liquidator or provisional liquidator is appointedrespect of a corporation;

(© any application (not being an application withdraesvrdismissed within 7 days) is

made to a court for an order, or an order is mada,meeting is convened, or a
resolution is passed, for the purpose of:

0] appointing a person referred to in paragraphof (b);
(ii) winding up a corporation; or
(i) proposing or implementing a scheme of arrangat;

(d) any event or conduct occurs which would enableustdo grant a petition, or an
order is made, for the bankruptcy of an individoiahis estate under any insolvency
provision;

(e) a moratorium of any debts of a person, or an @ffi@ssignment or a composition or
an arrangement (formal or informal) with a persenélitors or any similar
proceeding or arrangement by which the assetgefson are subjected
conditionally or unconditionally to the control thfat person's creditors or a trustee,
is ordered, declared or agreed to, or is appliedral the application is not
withdrawn or dismissed within 7 days;

() a person becomes, or admits in writing that iisisleclared to be, or is deemed
under any applicable law to be, insolvent or unédblgay its debts; or

(9) any writ of execution, garnishee order, marevarigfion or similar order,
attachment, distress or other process is madedeyriissued against or in relation
to any asset of a person;
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(h) in respect of a body corporate not incorporate@lustralia or any individual not
resident in Australia, any other similar event asaunder any foreign laws
applying to it relating to that person's solvencyadief from creditors.

Financial Default means:

(a) that the Access Holder fails to pay any chargenwouant due under this agreement
in accordance with clause 5; or

(b) that the Access Holder is or becomes subject t&vamt of Insolvency.

Floor TEU means, for a month, the Allocated Monthly TEU whigtapplicable under this
agreement for that month, less a percentage offlatated Monthly TEU as specified in
Schedule 5 (as varied from time to time in accocdanith this agreement).

Force Majeurein relation to a party, means any cause outsidecdisonable control of that
party.

GST, GST lawand other terms used in this agreement (excepeth@'Recipient" ) have the
meanings ascribed to those terms byAhdew Tax System (Goods and Services Tax) Act 1999
(as amended from time to time) or any replacemeantteer relevant legislation and

regulations, except tha&GST Law" also includes any other legislation enacted twas,
recapture or recoup tax collected as GST.

Incident means a break down, accident or emergency atdtraiiial or en route to or from
the Terminal which involves Pacific National andilee Access Holder and which causes or
may reasonably be expected to pose a danger dhgaarsy one or more of the following:

(a) material damage to or interference with the Terina

(b) material damage to infrastructure or equipment isg@doviding the Services;
(© material damage to property at the Terminal;

(d) personal injury to any person for which Pacific ida&l is responsible;

(e) an Environmental Hazard that may affect the TerinPacific National or any

person for which Pacific National is responsible;

() an incident which requires notification under amyLincluding Rail Safety Laws
or Environmental Laws that may affect the TermiRacific National or any person
for which Pacific National is responsible; and

(9) an incident requiring notification under the Darges Goods Code that may affect
the Terminal, Pacific National or any person foiahhPacific National is
responsible.

Instruction means:

(a) any Train Control Direction or any other instruatior direction issued by Pacific
National to the Access Holder from time to timaespect of safety issues; and

(b) any other instruction or direction issued by Padi¥ational, acting reasonably, to
the Access Holder from time to time,

which is aimed at ensuring, facilitating or encajimg the proper, efficient, safe or lawful use
of, access to and egress from the Terminal andhadrie issued with a view to minimising
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disruption to the Access Holder, the activitiethat Terminal or the provision by Pacific
National of the Services.

Laws means laws, Acts, ordinances, rules, regulatiah&raelegated legislation, codes and
the requirements and directions of any relevanh@uity, bodies, instrumentalities and trusts
and public authorities, including Environmental lsaand Rail Safety Laws.

Material Change means any change to:

() the scope and/or operation of the access regimablistted pursuant to Part 2A of
the RMA; or
(b) the Law, or a policy or direction from a Governmagency,

provided that the event, taken alone or as a gwatipother events, materially and
substantially affects either the rights or obligas of Pacific National or the Access Holder
under this agreement or the cost to Pacific Natiohperforming its obligations under this
agreement.

Pacific National means Asciano Services Pty Ltd, ACN 052 134 36BNAI8 052 134 362
(formerly known as Pacific National (ACT)).

Permitted Time means the arrival and departure time windows §pédat item B of
Schedule 6 (as amended from time to time in acomalavith this agreement).

Rail Access Regimemeans the Victorian rail access regime comprisdthd 2A of the

RMA, Orders-in-Council issued under Part 2A of RMA, section 10 of th@ransport
Integration Act 201@&nd theEssential Services Commission Act 200it), as amended from
time to time.

Rail Safety Lawsmeans all applicable occupational health andgédts, regulations, rules,
standards and approved codes of practice and stinidaluding thdRail Safety Act 2006
(Vic) (and any regulation, guideline or ordinancad®a pursuant to that Act).

Rail Track means the rail track leading into, through andigrof the Terminal.

Railway Manager means the entity which is the accredited railwanager of the Rail Track.
RMA means th&ail Management Act 199¥ic).

Related Body Corporatehas the meaning given in section 50 of the Cotjmra Act.

Rolling Stock means any vehicle that operates on or uses aasathack including a
locomotive, light inspection vehicle, road/rail ¥&h, trolley, carriage, diesel multiple unit and
wagon (but does not include a vehicle designeg&vaie both on and off a railway track
when the vehicle is not operating on a railwaykyac

Safety Interface Agreementmeans the requirement (where applicable) for Rad#tional to
seek to enter into an agreement with the Accesdafidbr the management of risks to safety
arising from the interface of (where applicable):

) railway operations carried out by and on behallitférent rail transport operators;
and
(i) railway operations with public or private roadsrait or road crossings,
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pursuant to th&ail Safety AcR006 (Vic) (or in accordance with any other relevaandard
or guideline relating to safety or coordinationylavhich may also incorporate the Train
Specification- and which may include provisions relating to:

(i) the implementation and maintenaoicmeasures to manage those risks;
(i) the evaluation, testing and, ipappriate, revision of these measures;
(iii) the respective roles and respoitiids of each party to the agreement in

relation to these measures;

(iv) the procedures by which each p#otihe agreement will monitor
compliance with the obligationsder the agreement; and

(V) a process for keeping the agreempder review.

Safety Regulatormeans the Director of Transport Safety pursuatti¢dransport
Integration Act 201@Vic).

Security Depositmeans 3 months’ Service Charges, calculated obasis of the Services the
Access Holder has forecast it will require fromeito time.

Service Chargegneans the charges set ouBchedule 3as varied by Pacific National from
time to time in accordance with this agreement.

Servicesmeans the services to be provided to the Accekiekset out irSchedule 2as
varied by Pacific National from time to time in acdance with this agreement.

Term means the period specified at item A of Schedule 6

Terminal means the South Dynon terminal more particulanlyired in red in the diagram
attached aSchedule 1

Terminal Protocols means protocols developed by Pacific National ftone to time (acting
reasonably) which specify the procedures whichAteess Holder must follow when
accessing and using the Terminal, including:

the Terminal Management Protocol contained in Saleed (as amended by
Pacific National from time to time), which will adess the following
requirements:

(1) that the Access Holder provide to Pacific Natiahal proposed times for
the arrival and departure of any road vehiclesthfeom the Terminal,
24 hours in advance of those movements;

(i) that the Access Holder provide prompt notificatafrany Timetable
delay so as to ensure that Pacific National cdniefftly manage any
excess capacity;

(iir) that the Access Holder provide Pacific Nationahwédtdescription of its
container weights; container sizes and notificatibthe nature and
description of any Dangerous Goods (which mustrbeiged on arrival
of the vehicles);

(iv) that the Access Holder provide Pacific Nationahwvétl necessary
written authorities to deal with the containers godds contained in the
Rolling Stock;
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(V) that the Access Holder provide Pacific Nationakhvwgtich other
documents or information as reasonably requireBdwjific National, to
enable Pacific National to properly and efficientignage and operate
the Terminal, provide access to and egress frori ¢hminal, and
provide the Services to the Access Holder and atbers of the
Terminal; and

(vi) that the Access Holder provide the above docursrdsnformation in
such format as reasonably required by Pacific Matio

TEU means a Twenty Foot Equivalent Unit where 1 TEUaégja 6.1m container.
Third Party Access Holder means any person who:
(a) holds rights to access the Terminal; and

(b) is an Accredited railway operator, but does noltide Pacific National, the Access
Holder or any Related Body Corporate of Pacificibtal or the Access Holder.

Timetable means the times at which the Access Holder's Temmscheduled to arrive at and
depart from the Terminal and a description of eéb@in as set out in Schedule 2.

Train means several units of Rolling Stock coupled togieto operate as a single unit.

Train Control Direction means any instruction or direction (whether gigeally or in
writing, by means of signal and other similar deyirssued by Pacific National or the Railway
Manager or on behalf of either of them relating'tain Movements.

Train Movements mean the operation of a Train on the Rail TrackhgyAccess Holder at a
time scheduled in the timetable for the predomimpamposes of conveying freight and
includes the empty movement of such a Train.

Train Path means the series of track segments over a patitole interval through which a
Train can travel and may include stopping pointd iatervals and fuelling stations and other
set down or changeover points.

Train Specification means the specification set ouSahedule 2 and includes:

(@) the technical specification for rail operationseomrain Path (including the time of
entry to, and exit from, the Train Path and duratbuse of the Train Path);

(b) technical specifications of Trains and Rolling &taathorised for a particular Train
Path or permitted on the Rail Track; and

(c) the timetable maintained by, or for, Pacific Natibaf all scheduled Train Paths of
the Access Holder on the Victorian rail network Teains which will require the
provision of the Services.

Train Window for each of the Access Holder's Trains means thegef time comprised of:

(@) the times at which the Access Holder's trains eineduled to arrive at and depart
from the Terminal as set out in the Timetable; and

(b) the Permitted Time.
Untimely Train has the meaning given in clause 6.6.
VLine Passengemeans VLine Passenger Pty | &CN 087 425 269.

Legal\306671242.1 35



1.2 Interpretation

In this agreement:

(a) schedules to it are an integral part of it and r@figrence to this agreement includes
a reference to the schedules;

(b) headings are for convenience only and do not aiffiéetpretation;

(© "person” includes an individual, the estate of an individaacorporation, an
authority, an association or a joint venture (wkeihcorporated or unincorporated),
a partnership and a trust;

(d) a reference to a party includes that party's exesuadministrators, successors and
permitted assigns, including persons taking by afayovation;

(e) a reference to a document (including this agreenemnd that document as varied,
novated, ratified or replaced from time to time;

() a reference to a statute includes its delegatesldtign and a reference to a statute
or delegated legislation or a provision of eitherludes consolidations,
amendments, re-enactments and replacements;

(9) a word importing the singular includes the plueaid vice versa), and a word
indicating a gender includes every other gender;

(h) a reference to a party, clause, schedule, exhiltétchment or annexure is a
reference to a party, clause, schedule, exhibétclament or annexure to or of this
agreement, and a reference to this agreement exkitschedules, exhibits,
attachments and annexures to it;

0] if a word or phrase is given a defined meaning, @hgr part of speech or
grammatical form of that word or phrase has a spoading meaning;

0] "includes" in any form is not a word of limitation; and

(K) a reference t&$" or"dollar" is to Australian currency.

2. Conditions precedent

Other than clauses 1, 2, 15 and 17, this agreeshatitbe of no force or effect and Pacific
National will have no obligation to provide the ass or Services under this agreement until:

@)

(b)
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Pacific National and the Access Holder have entereda Safety Interface
Agreement in accordance with the requirements®R#il Safety Act 2000/ic);
and

The Access Holder demonstrates to the satisfaofi®acific National:

@ that it has Accreditation;

(i) that it holds all insurances as required by, antbmpliance with, clause
13.1; and

(iii) that it has provided the Security Deposit to Padifational (if required)

in compliance with clause 5.7; and
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(iv) that safety issues, IT system interface and ottens and transition-in
requirements of the parties have been addressextordance with the
Terminal Management Protocol.

3. Term

This agreement commences on the date the agre@vemcuted by both parties and
continues until expiry of the Term, unless termaaagearlier in accordance with this

agreement.
4, Services
4.1 Supply of Services and Grant of access rights

During the Term, Pacific National agrees:

@)

(b)

to supply the Services, or will arrange for thev&sss to be supplied by one of its
Related Bodies Corporate, to the Access Holdegdpect of Train Movements in
accordance with the terms of this agreement and@é¢nminal Protocols; and

to grant to the Access Holder non-exclusive actefise Terminal (on the basis of
applications submitted to and dealt with by Padifational in accordance with the
Terminal access application and negotiation prdjdoo Trains described in the
Train Specification to the extent necessary foifieadational (or its contractors or
agents) to provide the Services to the Access Holoeler this agreement.

4.2 Nature and scope of access rights

(@)

(b)

(c)

The access rights granted to the Access Holder are:
0] non-exclusive contractual rights; and

(ii) for Train Movements consistent with the Train Sfieation and the
Timetable.

This agreement:

0] does not confer on the Access Holder any rightecoéss to any part of
the Terminal other than to the extent necessari&aific National, or
its Related Bodies Corporate, to provide the Sesrto the Access
Holder under this agreement;

(ii) does not give rise to a relationship of landlord sanant between the
Access Holder and Pacific National and nothing domesuant to this
agreement shall give rise to any such relationsmnpg;

(i) does not give the Access Holder any exclusive sigihbe provided with
any services at the Terminal or to any part offteaminal.

Subiject to its obligations under clause 4.1, Padifitional may grant other rights
and entitlements in respect of the Terminal to otisers, including rights and
entitlements similar to those set out in this agrest.

4.3 Service Standards

Pacific National will provide the Services:
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(@ in a competent, professional and efficient manner;
(b) in accordance with the Terminal Protocols; and

(© to the standard required by, and in satisfactionhef obligations imposed by any
relevant legislation.

4.4 Sub-contract

(a) Pacific National may, without prior reference toconsent from the Access Holder,
sub-contract the performance of any of the Servic@sy person who is, in the
opinion of Pacific National, suitably qualified,erienced and competent to
perform that obligation (whether or not a Pacifigtidnal Related Body Corporate).

(b) No such arrangement entered into by Pacific Natisilbrelease Pacific National
from, or reduce the extent of, its obligations urtiéss agreement.

5. Charges and payment
51 Charges

In consideration of Pacific National supplying,asranging for the supply of, the Services to

the Access Holder, the Access Holder will pay toiftaNational the Service Charges

specified inSchedule 3

5.2 Invoices
Pacific National will render invoices to the Accédslder for the Services provided to the
Access Holder in accordance with item C of Sche@ule

5.3 Payment

(@) The Access Holder must pay the Service Chargesaydther applicable charges
or amounts which Pacific National is entitled t@ade, or recover from, the Access
Holder (including any costs incurred pursuant tusk 7.2) to Pacific National in
accordance with item D of Schedule 6.

(b) If the Access Holder fails to pay any amount pagalsider this agreement
(including any amount in an invoice issued purstamiause 5.2) by the due date,
the Access Holder must pay interest on that amatuiiite Default Rate computed
from (but excluding) the due date for payment at timount until (but excluding)
the date on which that amount is paid in full.

(© The interest will accrue and be recoverable onilg Hasis and will be payable on
demand by Pacific National.

54 Disputes
(a) If the Access Holder disputes any amount on aniagyat must pay the non-

disputed amounts by the due date for payment aktlonounts plus any additional
amounts as specified at item E in Schedule 6.

(b) On resolution of any dispute in accordance with Hgreement, Pacific National
must credit to the Access Holder in the form okdukttion from the next invoice
for Service Charges (or payment within 14 days fresolution of the dispute in
the event no next invoice is to be rendered) anyuarindetermined to have been
overpaid by the Access Holder to Pacific Natiomad anterest on that amount at the
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(c)

(d)

Default Rate computed from (but excluding) the aatevhich the amount was
overpaid until (but excluding) the date on which tnedit or payment has been
made by Pacific National in accordance with thausk 5.4(b).

On resolution of any dispute in accordance with #greement, the Access Holder
must pay to Pacific National within 14 days frore thate of resolution of the
dispute, the amount (if any) determined to be pkeybp the Access Holder and
interest on that amount at the Default Rate contpfitan (but excluding) the date
on which the amount was due to be paid to Paciéttddal until (but excluding)
the date on which the payment has been made bAcitess Holder in accordance
with this clause 5.4(c).

Interest payable pursuant to clauses 5.4(b) onitl)accrue and be recoverable on
a daily basis and will be payable on demand in mtmowe with clauses 5.4(b) or (c)
(as applicable) by the party entitled to the irdgere

5.5 Variation of Service Charges

Unless otherwise agreed by the parties in writiagific National may only vary the Service
Charges in accordance wiithedule 3

5.6 Goods and Services Tax

(@)

(b)

(c)

Legal\306671242.1

If a party is required under this agreement to beirse or pay to another party an
amount calculated by reference to a cost, expensa amount paid or incurred by
that party, the amount of the reimbursement or gatrwill be reduced by the
amount of any input tax credits to which that pddian entity on whose behalf the
party is acting) is entitled in respect of any asigjon relating to that cost, expense
or other amount.

If GST is payable by an entitySupplier" ) in relation to any supply that it makes
under or in connection with this agreement, the¢igmagree that:

0] any consideration (including the value of any nammetary
consideration) provided for that supply under ocamnection with this
agreement other than under this clause "®&greed Amount" ) is
exclusive of GST,;

(ii) an additional amount will be payable by the partgvling
consideration for that supplyRecipient" ) equal to the amount of GST
payable by the Supplier on that supply;

(iir) except to the extent that clause clause 5.6(lg(applicable, the
additional amount is payable at the same time gagart of the Agreed
Amount is to be first provided for that supply ahd Supplier will
provide a tax invoice to the Recipient in respddhat supply, no later
than that time; and

(iv) where additional amounts are payable between pddithis agreement
pursuant to clause clause 5.6(b)(ii), amounts galga, to the extent
they are equivalent in amount, shall be set offreja@ach other as if
paid and each party shall be obliged only to gineedther the tax invoice
referred to in clause 5.6(b)(ii).

To the extent, if any, that any consideration (@t jof any consideration) is
specified in this agreement to be inclusive of Giat consideration (or the
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relevant part) shall be excluded from the AgreedAmi for the purposes of
calculating the additional amount under clauself(B).

(d) If the Supplier determines on reasonable grousdsgvised by the Commissioner
of Taxation or otherwise becomes aware that the @&§able on a supply is
different from the additional amount paid by theciReent to the Supplier in
accordance with clause 5.6(b)(ii)in relation totthapply (if any) and as a result:

0] the Supplier is required to pay an amount (or grmount) of GST in
relation to that supply, the Recipient must paySaeplier within 7 days
after demand that amount or further amount; or

(ii) the Supplier receives or becomes entitled to recairefund or credit of
the whole or any part of the GST paid by the Sgpph relation to that
supply, the Supplier must refund or credit the Riecit with a
corresponding amount.

(e) For the purpose of calculating further variationsler this clause 5.6, any
additional amount referred to in clause 5.6 is tiakebe altered by the amount of
any earlier variation made under this clause 5.6.

() If any adjustment event occurs in relation to godpthe Supplier must issue an
adjustment note to the Recipient in relation td thgpply within 14 days after
becoming aware of the adjustment.

(9) This clause survives the completion, rescissiaeinination of this agreement.

(h) Any reference in this clause to GST payable byrtypacludes any GST payable
by the representative member of any GST group adwthat party is a member.
Any reference in this clause to input tax creditsvhich a party is entitled will
include input tax credits to which the represemtathember of any GST group of
which that party is a member is entitled.

® If the GST law treats part of a supply as a sepaapply for the purpose of
determining whether GST is payable on that pathefsupply or for the purpose of
determining the tax period to which that part & Supply will be attributable, such
part of the supply will be treated as a separgbplgdor the purposes of this clause.

5.7 Security

(@ If the Access Holder does not have an AcceptabdeliCRating, the Access Holder
must provide to Pacific National the Security Depadkrequired by Pacific
National, within 10 Business Days of being requipgdPacific National to do so.

(b) If a Security Deposit is required, the Access Hpoldast deliver to Pacific National
security for the performance of the Access Holdarlggations under this
agreement in the form of:

0] an unconditional and irrevocable bank guaranteedaivalent) issued
by a bank holding a current Australian bankingnime or

(ii) any other security reasonably acceptable to Pdddimnal,
containing terms and conditions reasonably accéptatiPacific National.

(c) If, at any time during the Term, the Security Depbsld by Pacific National is less
than the amount specified in the definition of S#gweposit, the Access Holder

Legal\306671242.1 40



5.8

must increase the Security Deposit by the amouetiéned by Pacific National to
ensure that the amount of the Security Depositrdsowith the amount specified in
the definition of Security Deposit and deliver taciic National a new or
replacement Security Deposit to reflect the chamigfein 10 Business Days after
receipt of notice to do so from Pacific National.

(d) The provision and continuance of the Security Degos of any new or
replacement Security Deposit provided by the Acttsder in accordance with
this clause 5.7) is a condition of the performalmg®acific National of its
obligations under this agreement.

(e) At the end of the Term, Pacific National will (wieestipplicable) return the Security
Deposit to the Access Holder including any necgssdeases.

Exercise of Security

Notwithstanding any other rights Pacific Nationaklunder the agreement, and without
prejudice to them, if the Access Holder is in FiciahDefault, Pacific National may, within
10 days of becoming aware of the Access Holdenarigial Default (but only in respect of
undisputed Service Charges unpaid), give noti¢kddccess Holder of such Financial
Default and if the Financial Default is not readiwithin 30 days from the date of the notice,
Pacific National may, in addition to any other tigthas under this agreement and without
notice to the Access Holder, apply the whole or jpaxy of the Security Deposit toward
making good any loss sustained by Pacific Natiasal result of the Financial Default.

6.2

Variation and Cancellation of Services

Temporary variation

(a) Pacific National may vary the Services or accagistsi including suspending the
Services or the access rights, provided to the gkmlder under this agreement
for the purpose of endeavouring to prevent anyaactupotential:

0] Incident;

(ii) material damage to the Terminal, property or Padifaitional's
infrastructure or equipment;

(i) injury to any persons; or
(iv) material breach of this agreement.

(b) Any such variation under this clause 6.1 may camtiat Pacific National's
discretion for so long as the risk specified irusk 6.1(a) continues.

Material Change

(@ In the event a Material Change occurs, Pabifitonal must notify the Access
Holder within 10 Business Days of becoming awarthefMaterial Change.

(b) Within 10 Business Days after receipt by thedss Holder of a notice referred to
in paragraph (a), Pacific National and the Accesllét must meet and negotiate in
good faith with a view to addressing the effectthef Material Change, including:

0] any variation to the Services or access rightthe terms of this
agreement that may be required to address thasfiethe Material
Change;
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(ii) the date on which any variation referred tgaragraph (i) will
commence; and

(i) the duration of any variation of the type eefed to in paragraph (i).

(© If following negotiations in accordance withragraph (b):

0] the parties agree on any variation of the typerrefeto in
paragraph(b)(i) and agree on the terms of thaatiari including as to
the matters referred to in paragraphs (b)(ii) aid the access rights and
this agreement will be varied in accordance with\tariation as agreed
in writing between the parties;

(ii) if the parties are unable to agree on the terntBeo¥ariation within 20
Business Days of the negotiation referred to imgeaaph (b), either
party may give a Dispute Notice to the other ardDispute will be
dealt with under clause 14.

6.3 General variations

(a) If either party (the'First Party" ) wishes to vary the Services or access rights, it
must send a written noticBariation Notice" ) to the other party (th&Second
Party" ) specifying:

0] the details of the variation proposed,;

(i) the reasons for the variations proposed;

(iir) the terms of the agreement the First Party is sgdki vary; and

(iv) the date on which the variation is to take place.

(b) If Pacific National is the Second Party, PacifidiN@aal will assess the requested
variation in accordance with the principles andcpdures set out in the Capacity
Allocation Protocols (paragraphs 1-4).

(©) The Second Party must consider the requested ieari@icting reasonably) and
give the First Party a written notice within 30 ddsom the Variation Notice
specifying whether it:

0] accepts the variations specified in the Variatiatide without
conditions;

(ii) accepts the variations contained in the Variatiotidé on conditions
which are to be specified in the notice; or

(i) rejects the variations specified in the Variatiootile and the reasons
for the rejection.

(d) If the Second Party accepts the variations specifiehe Variation Notice, the
Services, the access rights and this agreemenbavilaried in accordance with, and
from the date specified in, the notice given by $eeond Party pursuant to
clause 6.3(b)

(e) If the Second Party accepts the variations spekcifi¢he Variation Notice, subject
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to conditions:
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(f)

0] the parties must engage in good faith negotiationa period of 14 days
from the date of the notice given pursuant to @=8(c), to determine
whether they will agree on the conditions specibgdhe Second Party;
and

(i) if the parties agree to vary the Services, thei8esythe access rights
and this agreement will be varied in accordanch thié agreement
reached by the parties from the date of the paggeement.

If the Second Party rejects the variation speciiietthe Variation Notice or the
parties do not reach agreement on the proposeatioarior conditions in
accordance with clause 6.3(c), the Services, tbesaaights and this agreement
will not be varied and clause 14 will not apply.

6.4 Cancellation of Train Movements

(@)

(b)

The Access Holder must notify Pacific National at@rdance with the Terminal
Protocols of any proposed temporary cancellatiofirain Movements.

To the extent that the Allocated Monthly TEU is nuet, the provisions of item (b)
of Schedule 5 will apply.

6.5 Permanent Cancellation of Train Movements

(@)

(b)

The Access Holder must give Pacific National prioitten notice (in accordance
with item F in Schedule 6) of:

0] any Train Movement which is to be cancelled onranpaent basis;
and/or

(ii) any Services which are to be cancelled on a pemmdnassis in respect of
a Train.

0] the relevant Train Movement is cancelled on a paentibasis and the
Access Holder does not provide notice requiredlayse 6.5(a)(i); or

(ii) the Services to be provided in respect of a Traivdinent are cancelled
on a permanent basis and the Access Holder dogsamatle notice
required by clause 6.5(a)(ii),

the Access Holder must pay the Service Chargescordance with clause 5 for the
Services which were to be provided in respect ohstrain Movements for the
balance of the period for which notice should haeen given.

6.6 Services for early and late Trains

(@)
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If a Train arrives at the Terminal outside a Trdlimdow (the"Untimely Train" ),
Pacific National will use its best endeavours (ediolg the payment of any money)
to provide the Services to the Untimely Train witkihe same time intervals for the
provision of the Services as those set out in iheeTable, provided that if the
provision of such Services will affect or impacouapother Train Movements at the
Terminal (whether of Pacific National trains oritiaof other operators), the
Services to be provided in respect of the UntinTehin will take a lower priority to
all other such Trains.
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(b)

(c)

(d)

If the Access Holder's Trains frequently arrivedepart outside the Permitted Time
for the Trains (as determined by Pacific Natioreirey reasonably), Pacific
National may give the Access Holder a notice rengithe Access Holder to ensure
that its Trains arrive and depart the Terminaldocadance with the Train
Specification and the Timetable.

If Pacific National gives the Access Holder a nefursuant to clause 6.6(b), the
Access Holder must prepare and submit to PacifioNal a plan for improvement
of the on-time running of its Trains and use besteavours to run Trains in

accordance with the Train Specification, the Tirbktand the improvement plan.

The Access Holder acknowledges that Pacific Natiovey recover from the
Access Holder all additional costs which Pacifidiblaal reasonably incurs in
connection with the provision of Services accomntiogaUntimely Trains in
accordance with this clause 6.6.

6.7 Variation of Timetable

The Access Holder may, subject to obtaining therpairitten consent of Pacific National
(which may not be unreasonably withheda)d giving Pacific National prior written notice in
accordance with item G of Schedule 6, vary the Talvle in respect of any Train on a
permanent basis.

6.8 Pacific National rights to vary or withdraw Ser  vices

@

(b)

(©)
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Without limiting Pacific National's rights undertsalauses 6.8 (b)-(d), in order to
encourage the optimum use of the Terminal, Paiiéittonal will be entitled to
withdraw Services and reallocate them to anothegsecseeker, to the extent the
Access Holder has failed to use in the aggregdtaat at least 65% of the allocated
Services for any calendar month during the Terithhisfagreement, without
sufficient justification acceptable to Pacific Natal acting in good faith and
reasonably.If Pacific National proposes to withdraw Servideagific National must
advise the Access Holder in writing of its intentito withdraw Services on the basis
of this clause 6.8(a) within 14 days of the enthefmonth in which the Access
Holder does not so use the Services and providadbess Holder with sufficient
opportunity (to be no less than 14 days from the d&the notice) to demonstrate its
ability to utilise, or fully utilise the Services otherwise to show cause in writing
why Pacific National should not withdraw the Seedc¢he subject of the notice. If
the Access Holder fails so to demonstrate, Pakdifitonal may vary allocated
Services by reducing them thereafter reflectindisumn-use.

Pacific National may permanently vary or withdraansces following breach by
the Access Holder of relevant legislation, ofiratustry or Pacific National standard,
or the Terminal Protocols or a Pacific Nationaluiegment relating to the operation
or safety requirements applicable to the Termim&cific National must advise the
Access Holder in writing of its intention to pernegatly vary or withdraw Services
on the basis of this clause 6.8(b) and providedteess Holder with sufficient
opportunity (to be no less than 14 days from the dathe notice) to show
reasonable cause why Pacific National should nigt @awithdraw the Services as
specified in the notice. However, where such bdremeates a risk of injury to
persons or damage to property, including damageggpment or infrastructure at
the Terminal, Pacific National may withdraw the Ass Holder's Services
immediately until the Access Holder has addreskedisk to the reasonable
satisfaction of Pacific National acting in goodlfisand reasonably.

Subject to clause 6.8(d), Pacific National may @aeyvices on a temporary basis:
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(d)

0] to repair, maintain, upgrade, extend, construchake alterations to the
Terminal;

(ii) for reasons of safety or for the prevention ofiipjar damage to the ralil
network or Terminal or to other persons or propeatyd

(i) following a request in writing from the Access Heid

Pacific National must advise the Access Holder fitimg of its intention to
temporarily vary the Services under clause 6.8¢a)dtice in writing of not less than
14 days. However, a lesser notice period as detethiy Pacific National acting in
good faith and reasonably may be given if the temamyovariation is required to
ensure safety in the operation of Terminal. Padifational will consult with the
Access Holder prior to issuing the notice and dythe notice period so as to best
accommaodate the requirements of the Access Holdarhporarily allocating
suitable substitute services where possible, applyie Capacity Allocation
Protocol.

6.9 Complaint handling

If the Access Holder is not satisfied that Pad¥ational has complied with its obligations
under clause 6.8 and provides Pacific National détails of the complaint in writing, Pacific
National will investigate and consider the comp@nd seek to address the complaint in good
faith within 21 days from receipt of the complaifacific National will report to the
Commission each such complaint and the measures takPacific National in response to
such complaint.

6.10 Additional throughput

(@)

(b)

(c)
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Upon written request by the Access Holder giveadoordance with Schedule 5
prior to 1 July each year during the Term (butmote than once in each calendar
year), the Access Holder may request Pacific Natitmprovide Services for
Additional Monthly Throughput for the remaining ntba of the Term commencing
1 January of the following year or such later dadminated by the Access Holder.
The rights under this clause 6.10 are in additotiné rights to increase the
Allocated Monthly TEU in paragraph (a)(ii) of Scheel 5, however paragraph
(a)(ii) of Schedule 5 will no longer apply to anjlgcated Monthly TEU that has
been increased under this clause 6.10.

If, in Pacific National's reasonable opinion haviegard to:
0] the existing capacity of the Terminal;

(i) Pacific National's commitments to other users efthrminal in
accordance with the Capacity Allocation Protocols;

(i) the Additional Monthly Throughput requested by #tezess Holder and
the impact of that request on the Ceiling TEU dg&én; and

(iv) the extent to which the Services and Pacific Natiierother operations
in the Terminal can be carried out efficiently,

Pacific National is able to provide Services far fkdditional Monthly Throughput
requested, Pacific National will agree to proviggvges for the Additional
Monthly Throughput.

If Pacific National does agree to provide ServicgsAdditional Monthly
Throughput pursuant to this clause 6.10, the Atied¢donthly TEU for the
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remaining months of the Term will be deemed to &em@anently increased by the
relevant Additional Monthly Throughput, for the poses of this agreement,
including the definitions of "Ceiling TEU" and "Flo TEU".

7. Management of the Terminal
7.1 Pacific National's obligations
(a) Pacific National shall be responsible for the mamagnt and operation of the

(b)

Terminal.
Pacific National must at all times during the Term:

0] ensure that the Access Holder is provided withreect version of the
Terminal Protocols, incorporating a current versibthe operating
handbook;

(ii) comply with the Terminal Protocols; and

(i) inform the Access Holder as soon as reasonablyipahte if it is not
able to provide any of the Services in accordante tis agreement or
if a Material Change occurs.

7.2 Repairs and maintenance of the Terminal

(@)

(b)

(c)

(d)

(€)
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Pacific National (itself or through contractorsagents) will be responsible for the
maintenance of the Terminal and the infrastructung equipment used to provide
the Services to the standard reasonably deternyn&cific National as necessary
for the safe and reliable provision of the Services

In carrying out any repairs or maintenance of tearinal or infrastructure or
equipment used to provide the Services, PacifitoNat must (and must ensure that
any contractors or agents) use reasonable endeagomninimise any disruption to
the Services.

Subject to clause 7.2(d), where it becomes necessanake repairs to the
Terminal as a result of an act or omission by thee&s Holder which causes
damage to the Terminal or any infrastructure oigant used to provide the
Services, Pacific National will conduct (itselfthrough contractors or agents) the
necessary repair works arising as a result ofkeeific act or omission by the
Access Holder and recover the costs associatedhétiepair works (other than
maintenance costs that arise in connection witmtmmal wear and tear of the
Terminal) from the Access Holder as a charge payaplthe Access Holder to
Pacific National.

The Access Holder must pay Pacific National fod Bacific National will be
entitled to recover from the Access Holder, thecoxurred pursuant to
clause 7.2(c) in accordance with clauses 5.3 ahd 5.

Pacific National will not be liable for any costeurred by, or Claims made by or
against the Access Holder, as a result of Pacifitddal conducting any repairs or
maintenance of the Terminal and any delay causetu@ing to any Train
Movement or to the Timetable) as a result of thasige will not constitute a breach
of this agreement by Pacific National.
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7.3

Access Holder's obligations

The Access Holder must at all times during the Term

@) comply with the Terminal Protocols;

(b) comply with the Safety Interface Agreement (wheppli@able);

(© comply with any Instruction given by Pacific Natarfrom time to time;

(d) not interfere with Pacific National's, or any Thipdrty Access Holder's, operations

at the Terminal;

(e) ensure that it acts in a way that minimises anyrabson of the Terminal or any
risk of an Incidenbccurring at the Terminal;

() comply with all applicable Laws and maintain allodeditations, licences and
approvals as required by Law;

(9) inform Pacific National as soon as reasonably jalle (but in any event at least
24 hours prior to the scheduled arrival of a Traingeparture of a Train from, the
Terminal) if the Access Holder does not require Sewvices;

(h) comply with the Environmental Management System;

0] provide Pacific National with all reasonable co+@ti®n as reasonably required by
Pacific National from time to time; and

()] operate the Trains in accordance with the Traircfipation and the Timetable.

8.2

Accreditation
Accreditation

(@) The Access Holder will maintain Accreditation t@ tbxtent required by the
applicable Rail Safety Laws for the Term.

(b) The Access Holder must notify Pacific National asrsas practicable after it
receives any notice of intended or actual matanandment, variation, suspension
or cancellation affecting the Access Holder's Adiegion.

Evidence of Accreditation

Prior to the Commencement Date, and on requesabii®National during the Term, the
Access Holder must provide to Pacific National pycof the Access Holder's Accreditation.

Emergencies
Notification
Pacific National and the Access Holder will notifgtich other of any Incident, including an

Incident that has caused or may cause an Enviraiairidazard, immediately after it comes to
their attention.
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9.2 Investigation and Remediation

(@)

(b)

(c)

(d)

(€)

(f)

(9)

Incidents will be investigated in accordance with tequirements of the applicable
Law.

Following an Incident, the parties will consultdetermine the appropriate action to
be taken.

Each party agrees to co-operate in relation toimmstigation of an Incident and
agrees to make available records and personnealeagnt to the investigation.

In the event an Incident occurs at the Terminalwing the provision of the
Services by Pacific National to the Access Holdet without prejudice to Pacific
National's other rights under this agreement, Raldi@tional shall be entitled to
take such action as it deems necessary to overanthalleviate the cause and
consequences of the Incident and the Access Hslhagrassist Pacific National
wherever and however reasonably and practicablsilplesin the exercise of Pacific
National's rights pursuant to this clause 9.2.

The Access Holder grants to Pacific National, Radiational's authorised
employees, contractors, sub-contractors and agemtight at any time to enter and
inspect the Access Holder's locomotives, rollinecktand containers in the event of
an Incident.

To the extent that the Incident occurs as a redut as a consequence of a breach
of this agreement by the Access Holder or any gegtior intentional or
unintentional act or omission by or on behalf af fkccess Holder, the reasonable
costs and expenses directly incurred by Pacificadat in the exercise of its rights
under this clause 9.2 shall be paid by the Accedddi to Pacific National in
accordance with clause 5.3 of this agreement.

Pacific National shall not be liable for any Cldiypthe Access Holder against
Pacific National as a result of Pacific Nationaéatpting to rectify an Incident or
its effects.

10. Safety

10.1 Compliance by the Parties

The parties will, in relation to their respectiwsponsibilities and rights under this agreement:

(@)
(b)

comply with all applicable Laws; and

comply with the Dangerous Goods Code.

10.2 Compliance by Access Holder

(@)

(b)

(c)
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The Access Holder must ensure that all Rolling Btptant and equipment
admitted to the Terminal is safe and is operatexisafe manner.

The Access Holder must comply with all Instructigigen by Pacific National to
the Access Holder from time to time to protect Teeminal, property and
individuals.

The Access Holder must provide Pacific Nationahwite information required by
the Terminal Protocols, as applicable and apprtgria enable Pacific National to
identify safety risks associated with the provistdrthe Services.
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(d)

(e)

In addition to the Access Holder's obligations @immain Accreditation, the Access
Holder must obtain and maintain such additionafeditation, licences and
approvals and maintain such additional standardshndre required by Law.

During loading of its containers and Rolling Staaid delivery of the containers
and Rolling Stock to the Terminal the Access Holdeist:

(i)

(ii)

ensure that it does not do or fail to do or allow af its employees,
agents, contractors or sub-contractors to do btdalo, and must take
all reasonable steps to prevent anyone else frongdw failing to do
anything which would or might reasonably be expgtbecause or
contribute to:

A. a nuisance, death or injury to any person;
an Environmental Hazard,;
damage to any real or personal property;

breach of any Law; and

m O O @

an event or circumstance which would entitle anhatcity to
issue a notice, order or direction under any Law.

ensure that all plant and equipment and goodsechom or in the Access
Holder's Rolling Stock comply with all Laws andhsintained and
operated in a proper, safe and efficient manner.

11. Suspension and termination

11.1 Suspension

(@)
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Pacific National may, by giving written notice teetAccess Holder prior to or
immediately following the suspension, suspend thee&s Holder's rights under
this agreement if any of the following occur:

(i)

(ii)

(iii)

(iv)

(v)

a Financial Default occurs and continues for 7 Bess Days after notice
from Pacific National to the Access Holder proviglietails of such
default;

Pacific National in its reasonable opinion conssdbat suspension is
required in order to avoid material damage to thaminal, property or
Pacific National's infrastructure or equipmentinpury to any person;

Pacific National is unable to provide access toltteminal or to supply
the Services to the Access Holder as a result tcdent;

the Access Holder fails to comply with clauses 6.8(a), 12.6 or 17.5
and such default continues for 7 Business Days aftéce from Pacific
National to the Access Holder providing detailsoth default; or

the Access Holder fails to perform any other olilggaunder this
agreement and such default continues for 30 BusiDags after notice
from Pacific National to the Access Holder proviglietails of such
default.
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(b) If Pacific National wishes to suspend the rightshef Access Holder pursuant to
this clause 11.1, it must first give written nottoghe Access Holder specifying:

0] the rights which are affected by the suspension;
(i) the reasons for the suspension; and
(i) the actions the Access Holder must take in ordethi® suspension to
end.
(c) Subject to clause 11.1(d), any suspension pursaadhis clause 11.1, will continue

until such time as the Access Holder has remedibeie possible) the relevant
event which triggered the suspension and, whermpgpte, taken action to
prevent it from occurring again.

(d) In the event Pacific National's obligations arepsuigled for the reason specified in
clause 11.1(a)(iii), Pacific National's obligatiamsder this agreement will be
suspended during the time, and to the extentjttieprevented or delayed from
complying with its obligations by reason of theitient.

(e) Where Pacific National suspends any rights (byceadti writing to the Access
Holder in accordance with clause 11.1(a)):

0] pursuant to clauses 11.1(a)(i); 11.1(a)(iv); 1D{aor

(ii) pursuant to clauses 11.1(a)(ii) and 11.1(a)(iibeve that suspension is
caused by an act or omission by the Access Holder,

the suspension does not affect or suspend any olfigation of the Access
Holder, including the obligation to pay Service &jes under this agreement and
shall be without prejudice to Pacific National'Ratrights and remedies in respect
of the event triggering the suspension or any lireft¢his agreement.

11.2 Termination by Pacific National

Without limiting any rights of termination in théggreement, Pacific National may, by giving
written notice to the Access Holder, immediatelyrimate this agreement upon the occurrence
of any of the following:

(a) a Financial Default occurs and continues for 30ilB2ss Days after notice from
Pacific National to the Access Holder providingatlstof such default;

(b) the Access Holder fails to comply in a materiapext with any other obligation
under this agreement and such failure continue3@dBusiness Days after notice
from Pacific National to the Access Holder proviglatetails of such default; or

© subject to clause 6.2, a Material Change occurs.
11.3 Termination by the Access Holder

Without limiting any rights of termination contahén this agreement, the Access Holder
may, by giving written notice to Pacific Nationahmediately terminate this agreement upon
the occurrence of any of the following:

(a) an Event of Insolvency in relation to Pacific Naboccurs and continues for a
period of 30 Business Days after notice from theess Holder providing details of
such default;
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(b) Pacific National fails to comply in a material respwith any other obligation
under this agreement and such default continue30f@usiness Days after notice
from the Access Holder providing details of sucfadé.

114 Consequences of termination
Termination of this agreement will not affect tights, powers, remedies, obligations, duties
and liabilities of either party under this agreetrtbat have accrued to the date of termination,
which rights, powers, remedies, obligations, dugied liabilities will continue to be
enforceable.

12. Liability and indemnities

12.1 Indemnity by Pacific National
Subject to clauses 12.3, 12.4, and 12.6, PaciftoNal shall indemnify, and keep
indemnified, the Access Holder, its employeesceffs and agents in respect of all Claims for
which the Access Holders, its employees, officeragents will or may be or become liable,
whether during or after the Term, in respect cduasing directly from any loss, damage or
injury to property or any person, in or near thenfieal to the extent such loss, damage or
injury is caused or contributed to by:
(a) any negligent or wrongful act or omission; or
(b) any breach of this agreement,
by or on behalf of Pacific National, its employeeficers or agents.
The Access Holder receives the benefit, and isteat of its employees, officers and agents
for the purpose of receiving on their behalf thaddis of the indemnity given by Pacific
National in this clause 12.1 in favour of the Acceémlder's employees, officers and agents.

12.2 Indemnity by Access Holder
Subject to clauses 12.3 and 12.4, the Access Helaglindemnify and keep indemnified,
Pacific National, its employees, officers and agemtrespect of all Claims for which Pacific
National, its employees, officers or agents wilhway be or become liable, whether during or
after the Term, in respect of or arising directlynh any loss, damage or injury to property or
any person, in or near the Terminal, to the ex¢anh loss, damage or injury is caused or
contributed to by:
(a) any negligent or wrongful act or omission;
(b) any breach of this agreement,
by or on behalf of the Access Holder, its employeéfscers or agents.
Pacific National receives the benefit, and is thera of its employees, officers and agents for
the purpose of receiving on their behalf the begefi the indemnity and the release given by
the Access Holder in this clause 12.2 and clausgihZavour of Pacific National's
employees, officers and agents.

12.3 Limit on liability

(@ Each party agrees that, subject to clause 12i8(&i] not make a Claim against
the other party under clause 12.1 or 12.2 (asdke may be) if the total loss or
damage the subject of the Claim does not exceeadntioeint set out at item H(a) in
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Schedule 6 in respect of any one event or cauaetiwin or series of related events
or causes of action.

(b) In the event that either party proposes makinganCagainst the other under
clause 12.1 or 12.2 (as the case may be) to retmsgeor damages for an amount
greater than the amount set out at item H(a) ire@ale 6 in respect of any one
event or cause of action or series of related svantauses of action, the party
making the Claim must give notice of a dispute urtdiguse 14 and otherwise
comply with the terms of clause 14 before taking aitner action to prosecute its
Claim. Nothing in this clause 12.3(b) prohibitpaty from seeking and obtaining
appropriate injunctive relief.

(©) The limitation in clause 12.3(a) will not applydadClaim made in any 12 Month
Period in respect of any loss, damage or injunyraperty or any person which
occurred in that 12 Month PerioBélevant Claim) if the loss or damage, the
subject of that Relevant Claim, when aggregatet aiy other Relevant Claims
(including Claims for any loss, damage or injuryptoperty or any person which
occurred in that 12 Month Period which, but foruda 12.3(a), would be
recoverable under clause 12.1 or 12.2 or otheneisededs the amount set out at
item H(b) in Schedule 6 for that 12 Month Peridnce the aggregation of Claims
under this clause exceeds the amount set outnatH{®) in Schedule 6 for the
relevant 12 Month Period, the limitation in cladse3(a) does not apply to any
further Claims made during that 12 Month Periodeispect of any loss, damage or
injury to property or any person which occurredhat 12 Month Period.

12.4 No liability for consequential loss

Despite anything else in this agreement, neithey pdll be liable for any indirect or
consequential loss (including for loss of profitsaay kind (anticipated or expected), loss of
contracts, loss of revenue, economic loss of angl,koss of production, loss of freight
haulage tonnage, loss of use, loss of rent, loggcome or loss of occupation in contract, tort,
under any statute or otherwise (including negliggnhsuffered by the other party or for which
the other party becomes liable.

12.5 Defence of claims

(a) The parties shall provide all reasonable assistameach other in the defence of
any Claim made against a party by a third partsiragiout of any incident or other
event giving rise to a Claim.

(b) To the extent that a party (thiedemnifying party" ) is obliged to indemnify the
other party (théindemnified party” ) against a Claim by a third party against the
indemnified party, the indemnifying party may, sdijonly to the terms of any
applicable insurance which the indemnified partyave, at its own expense
defend and settle any action or proceedings im#mee of the indemnified party
and execute such documents in the action or prougeds the indemnifying party
sees fit. The indemnifying party indemnifies thdemnified party in respect of all
costs, expenses and losses which the indemnifigy ipay incur on account of the
action or proceedings.

12.6 Release of Pacific National
The Access Holder agrees to access the Termimdlsathe Services, at its own risk. Pacific
National is not liable to the Access Holder for @®mnage to any property of the Access

Holder or to any other property of any descripiiothe possession of the Access Holder, and
releases Pacific National from any such Claimsepkto the extent that such Claims arise
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directly from any negligent act or omission or lofeaf this agreement by or on behalf of
Pacific National. Without limitation, this claud@.6 applies to any Claims which arise from
actions of other users at the Terminal.

13.

13.1

13.2

Insurance

Insurances required

During the Term, the Access Holder must effect imyachtain with a reputable insurance
company the insurances set out at item | in Sclee@iusuch insurances to note the interests of
Pacific National on each policy.

Disclosure of policies

The Access Holder must provide Pacific Nationahveitcertificate of currency for each
insurance policy required by this agreement andagingr relevant certificate(s) of currency as
reasonably requested by Pacific National from timgme.

14.

Disputes

(@) If a dispute arises between Pacific National aedAbcess Holder in connection
with this agreement Dispute™) then either party may give a notic®{5pute
Notice") to the other specifying the Dispute and reqgjrinto be dealt with under
this clause 14.

(b) Pacific National and the Access Holder must ussaeable endeavours and act in
good faith to settle the Dispute as soon as piauigc

(© The Chief Executive Officers of each party musthim 3 Business Days from the
date of receipt of a Dispute Notice, appoint a gizde who will meet and attempt to
resolve the Dispute.

(d) If the Dispute is not resolved within 10 Business/®from the date on which it is
referred to the delegates of the Chief Executiviec@fs, the Dispute will be
referred to the Chief Executive Officer of the AsséHolder and the Senior
designated Victorian executive in the case of Rabi&tional who will attempt to
resolve the Dispute within 20 Business Days froedhte of receipt of the Dispute
Notice.

(e) If a Dispute is not resolved in accordance withegaaph (d), Pacific National and
the Access Holder will jointly choose and appoimtiredependent expert to provide
a report containing a recommendation as to theslmsivhich the Dispute should
be resolved.

() In the absence of agreement as to the independeeittavithin 10 Business Days
the independent expert will be appointed on thdiegamon of Pacific National by
the President of the Institute of Arbitrators anddv&tors Australia.

(9) The independent expert must provide his reporbas as practicable and, if
possible, within 20 Business Days of the Disputadpeeferred to the independent
expert.

(h) The independent expert will act as an expert andnarbitrator and may adopt

such procedures as he/she thinks fit.

Legal\306671242.1 53



® The costs of the independent expert will be bomeally be Pacific National and
the Access Holder.

()] Pacific National and the Access Holder will usdrthest endeavours to resolve the
dispute on the basis set out in the expert repatgtimed pursuant to the mechanism
provided under paragraph (e) above.

(K) If either Pacific National or the Access Holderamsfthe Dispute to the Essential
Services Commission, either party may provide tbgehtial Services Commission
with a copy of the expert report obtained purstiarhe mechanism provided under
paragraph (a) above.

15. Confidentiality
15.1 Obligations
Except as permitted by this clause 15, each pangt:m

(@ hold the Confidential Information in strict confitlse and not disclose the
Confidential Information, nor communicate any opmregarding the Confidential
Information, to any person;

(b) not without the written consent of the other panigke use of any Confidential
Information for any purpose other than the purpmse

0] (in the case of Pacific National) assessing angomding to a request by
the Access Holder for the provision of a servicgmviding the relevant
service to the Access Holder; or

(i) (in the case of the Access Holder) seeking to beiged, or using, a
service provided by Pacific National;

(© take all steps reasonably necessary to safeguauabtifidentiality of the
Confidential Information;

(d) not make copies, reproductions, recordings or etdraf the Confidential
Information;
(e) immediately notify the disclosing party of any patiel, suspected or actual use,

disclosure, copying, reproduction, recording oraoting of the Confidential
Information not permitted by this agreement; and

() ensure that each of the persons to whom Confiddnf@mation is disclosed
pursuant to clause 15.2 comply with the provisiohthis clause.

15.2 Permitted disclosure

A party ('Receiving Party") in receipt of the other party"fjisclosing Party") Confidential
Information may disclose Confidential Information:

() to its officers, employees and legal, financiaboonomic advisers (on a need to
know basis);

(b) to the extent required:
0] by any Law;
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(ii) by the Safety Regulator or the Railway Manager;

(iir) by the rules of any stock exchange;

(iv) to comply with any capacity allocation principlaspootocols,
provided that the Receiving Party:

(V) unless immediate disclosure is required by Lavherrtile of any stock
exchange, notifies the Disclosing Party of any alobw anticipated
disclosure requirement;

(vi) unless immediate disclosure is required by Lavherrtiles of any stock
exchange, consults with the Disclosing Party, pioadisclosure, as to
the form and content of any disclosure;

(vii) uses its best endeavours at the cost of the Disgl@arty to oppose or
restrict disclosure, or to make disclosure on tenmigh will preserve as
far as possible the confidentiality of the Confitlglnnformation; and

(viii) at the cost of the Disclosing Party, takes sugbssas the disclosing
party may reasonably request to permit the DisetpBarty to have a
reasonable opportunity to oppose or to restrich slisclosure by lawful
means; or

(c) as ordered by any court, after having, to the éxgeacticable, consulted with the
Disclosing Party with a view to agreeing the fooontent, timing and manner of
the disclosure.

15.415.3 Consequences for breach

The provisions of this clause 15 survives termorabf this agreement. Each party
acknowledges that:

(a) that the other party may suffer financial and otbes and damage if any
unauthorised act occurs in relation to Confideritidrmation and that monetary
damages would be an insufficient remedy; and

(b) in addition to any other remedy available at lavinoequity, the other party is
entitled to injunctive relief to prevent a breadrand to compel specific
performance of this clause.

15.515.4 Return or destruction of Confidential Information
On demand in writing by the Disclosing Party, thec&ving Party must at its own expense:

(a) deliver to the Disclosing Party, or at its optiastioy, all Confidential Information
in the possession, power or control of the Recgifarty; and

(b) delete any Confidential Information that has bestered into a computer, database
or other electronic means of data or informatianeie by or on behalf of the
Receiving Party,
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provided that the Receiving Party shall be entitetetain a copy of such Confidential
Information if:

(© required by Law or the rules of any stock exchamye&vhich its shares or any
shares of any of its Related Bodies Corporateistexlt or

(d) reasonably necessary to enable the Receiving Bactymply with its obligations
under any rules or standards of professional carafyaying to it or under any
policy of insurance held by it.

15.615.5 Effect of return of information

The return, destruction or deletion of the Confitldrinformation in accordance with
clause 15.4 does not release the Receiving Panty its obligations under this agreement.

16. Force Majeure
16.1 Suspension of rights and obligations

If a party is unable to perform an obligation (attlean an obligation to pay money) under this
agreement by reason of Force Majeure, that obtigasi suspended for the minimum extent
and duration of the Force Majeure provided thatpiduey:

(a) gives the other party prompt notice of and reaslenéétails of the Force Majeure
and an estimate of the extent and duration ohdability to perform; and

(b) the party takes all reasonable steps to avoidrot the effects of the events or
circumstances giving rise to the Force Majeure.

16.2 Consequences

(a) If the Force Majeure continues more than one mafitr the notice given under
clause 16.1, the parties must meet to discussdd fpith a mutually satisfactory
resolution to the problem.

(b) If the Force Majeure continues for more than thmeaths after the notice given
under clause 16.1 and the parties have not agreadrutually satisfactory
resolution to the problem, either party may terrterthais agreement by giving the
other party 14 days' written notice and this agegnwill terminate on expiry of
that 14 day notice period.

16.3 No release or discharge
No Force Majeure event will release or discharge:

(a) the party affected by it from the obligation tofoem the obligation which is so
affected if the obligation still exists after therEe Majeure event has occurred; or

(b) any party from any obligation to pay any sum of mppursuant to any obligation
under this agreement.

17. General

17.1 Governing law

This agreement is governed by and must be constresatrding to the law applying in
Victoria.
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17.2 Jurisdiction
Each party irrevocably:

(@) submits to the non-exclusive jurisdiction of theids of Victoria, and the courts
competent to determine appeals from those couitls respect to any proceedings
that may be brought at any time relating to thissament; and

(b) waives any objection it may now or in the futured#o the venue of any
proceedings, and any claim it may now or in thereihave that any proceedings
have been brought in an inconvenient forum, if tleatue falls within
clause 17.2(a).

17.3 Entire agreement
To the extent permitted by law, in relation tostgject matter, this agreement:

@) embodies the entire understanding of the parties canstitutes the entire terms
agreed by the parties; and

(b) supersedes any prior written or other agreemetfteoparties.
17.4 Variation/amendment

Subject to clause 6.5 and clause 16, this agreemayonly be varied by a document signed
by or on behalf of each party.

17.5 Assignment/novation

(@) Pacific National may assign, transfer or novatewhele or any part of its rights or
obligations contained in this agreement to anygre($acific National
Assignee), provided that the Pacific National Assignee agrdy deed in writing,
to be bound by and to perform Pacific National'galions under this agreement.

(b) On and from the time Pacific National procuresPlaeific National Assignee's
agreement under clause 17.5(a), Pacific Nationdbeireleased and discharged
from any further obligation or liability under thégreement.

(©) Subject to clauses 17.5(d) and (e), the Accessdtisldall not assign, transfer or
novate its rights or obligations, or any part afrthunder this agreement, to any
person (Access Holder Assignee) without the prior written consent of Pacific
National, which consent may not be unreasonabligheid.

(d) Pacific National will not withhold its consent ta assignment, transfer or novation
if:

0] the Access Holder Assignee is a Related Body Catpaf the Access
Holder who has satisfied the conditions precedenoust in clause 2 of
this agreement, is financially sound and is otheevdapable of
performing the Access Holder's obligations undey digreement;

(ii) the Access Holder is not in default of any of itdigations under this
agreement; and

(i) except in the event of a novation, the Access Haleimains liable for

the performance of its obligations under this agre® assumed by the
Access Holder Assignee provided however that peréoice by the
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17.6

17.7

17.8

17.9

17.10

Access Holder Assignee will discharge the Accedlslétdrom liability
for performance of those obligations.

(e) Any assignment, transfer or novation by the Acdéalsler of its rights or
obligations under this agreement will be conditiar@on and will not take effect
until the Access Holder Assignee agrees by deediting, to be bound by and to
perform the Access Holder's obligations under digieement.

Further acts and documents

Each party must promptly do all further acts aneogete and deliver all further documents (in
form and content reasonably satisfactory to thelypeequired by law or reasonably requested
by another party to give effect to this agreement.

No representation or reliance

(a) Each party acknowledges that no party (nor anygpeasting on a party's behalf)
has made any representation or other induceméntot@nter into this agreement,
except for representations or inducements expresslgut in this agreement.

(b) Each party acknowledges and confirms that it de¢®nter into this agreement in
reliance on any representation or other inducetmgot on behalf of any other
party, except for representations or inducemensessly set out in this agreement.

Relationship

Nothing in this agreement shall constitute or bended to constitute a partnership between the
parties or be deemed to constitute:

(@) the Access Holder as an agent of Pacific Natiooraahy purpose whatever and the
Access Holder has no authority or power to bindffeadational or to contract in
its name or create a liability against it in anyywea for any purpose; and

(b) Pacific National as an agent for the Access Hdidlkeany purpose whatever and
Pacific National has no authority or power to bihd Access Holder or to contract
in its name or create a liability against it in amgy or any purpose.

Waiver

(@ Failure to exercise or enforce, or a delay in @g@rg or enforcing, or the partial
exercise or enforcement of, a right, power or repmadvided by law or under this
agreement by a party does not preclude, or opasadéewaiver of, the exercise or
enforcement, or further exercise or enforcementhatf or any other right, power or
remedy provided by law or under this agreement.

(b) A waiver or consent given by a party under thissagrent is only effective and
binding on that party if it is given or confirmea writing by that party.

(©) No waiver of a breach of a Term of this agreemgetrates as a waiver of another
breach of that Term or of a breach of any othenilef this agreement.

Notices

All communications (including notices, consentgrapals, requests and demands) under or
in connection with this agreement:

(a) must be in writing;
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(b) must be addressed as follows (or as otherwiseieubtify that party to each other
party from time to time):

Pacific National:

Address:
Fax:
For the attention of;

Access Holder:

Address:
Fax:
For the attention of:

(© must be signed by the party making the communicaiio(on its behalf) by the
solicitor for, or any attorney, director, secretaryauthorised agent of, that party;

(d) must be delivered or posted by prepaid post tatitgess, or sent by fax to the
number, of the addressee, in accordance with cthiid®(b); and

(e) are taken to be received by the addressee:
0] (in the case of prepaid post) on the third Busiiesg after the date of

posting to an address within Australia, and onfiftie Business Day
after the date of posting by airmail to an addmegside Australia,;

(ii) (in the case of fax) at the local time (in the pléitat fax is received) that
then equates to the time that fax is sent as stoowthe transmission
report produced by the machine from which thati$asent confirming
transmission of that fax in its entirety, unlesattlocal time is outside
Business Hours, when that communication is takdretoeceived at
9.00 am on the next Business Day; and

(i) (in the case of delivery by hand) on delivery &t éldldress of the
addressee as provided in clause 17.10(b), unlessi¢fivery is made
outside Business Hours, when that communicati¢ekisn to be
received at 9.00 am on the next Business Day.

17.11 Costs

Each Party must bear its own costs and expensagéacin relation to the negotiation,
preparation, execution and carrying into effect anfbrcement of this agreement.

17.12  Stamp duty

The Access Holder must pay all stamp duties andelayed fines and penalties in respect of
this agreement, the performance of this agreenmeheach transaction effected by or made
under this agreement.

17.13 Counterparts
This agreement may be executed in any number afteparts and by the parties on separate

counterparts. Each counterpart constitutes amaitigf this agreement, and all together
constitute one agreement.
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Schedule 1
Terminal
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Schedule 2
Train Specification and Service Details

[To be specified once negotiated with the Access Ker]
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Schedule 3
Service Charges and Variation

[To be included when Reference Services are agreedth the Access Holder]
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Schedule 4
Terminal Protocols

Pacific National Terminal Management Protocol for South Dynon

1. Preliminary
(a) In this document:
0] the following definitions apply unless the contesqjuires otherwise:

(A) Cut-Off Time means 2 hours, or such other time notified to thee&s
Holder from time to time before the scheduled departime of a Train
shown in the Timetable;

(B) Load Standards means the standards developed in accordance with
clause 13;

© Terminal Manager means Pacific National or its authorised
representative;

(D) Train Handover Time means the time that the Terminal Manager will
handover the loaded train for inspection by theessdHolder prior to
departure on the network;

(B) Train Arrival Time means the time that the last unit of Rolling Stock
a Train enters the Terminal;

(D) Train Turnaround Time means the amount of time from the Train
Arrival Time to the Train Handover Time;

(G)  Access Agreement means the Terminal Access and Services Agreement —
South Dynon Terminal between the Terminal Managerthe Access
Holder;

(H) Access Arrangement means the South Dynon Terminal Access
Arrangement made by the Essential Services Commniggirsuant to
section 382J(1)(a) of thRail Management Adt996;

() Terminal Protocols means this document, which is the Pacific National
Terminal Management Protocol referred to in cla®i@eof the Access
Arrangement, and clause 8 of the Access Arrangeraadt

(8)] Container Inventory Checks means the checking of container ID’s
against the containers that are physically in tearinal,

(i) words which are defined in Access Agreement anatkvhie used in the
Terminal Protocols have the same meaning in thenifet Protocols unless the
context requires otherwise.

(b) The Terminal Protocols may be varied from timeneetin the following manner:
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(i)

Legal\306671242.1

if the Terminal Manager determines (in its absotligeretion) that a variation to
the Terminal Protocols is necessary or appropfaatthe proper, efficient or safe
provision of the Services or management of the Train

(A)

(B)

©

(D)

(E)

(F)

(G)

(H)

U]

the Terminal Manager will provide the Access Holdéth an amended
version of the Terminal Protocol for the Accessdéols consideration

(the draft amended Terminal Protocol) and will meet with the Access
Holder to discuss the proposed variations;

if the Terminal Manager and the Access Holder agrethe proposed
variations, the Terminal Manager will publish anesrded Terminal
Protocol, which will then be the Terminal Protocol,

if the Terminal Manager and the Access Holder doagoee on the
proposed variations, within 2 weeks of receipthef tiraft amended
Terminal Protocol, the Access Holder will make aeguest for
amendments to that document;

to the extent that any amendments proposed by ¢hess Holder
interfere with the Terminal Manager’s obligatioms sut in clause 8 of
the Access Arrangement, the Terminal Manager i©hbged to take
such amendments into consideration.

the Terminal Manager will:

) make a bona fide effort to consider the amendm@titer than
those discussed in paragraph (D)) proposed by tioeds Holder
but it is not obliged to make any modification thieh it does
not agree; and

(2) provide to the Access Holder a further amendedmerst the
draft amended Terminal Protocthé further amended
Terminal Protocol);

if the Terminal Manager and the Access Holder agrethe proposed
variations, the Terminal Manager will publish tlhether amended
Terminal Protocol, which will then be the TermiRabtocol

if the Terminal Manager and the Access Holder doagoee the General
Managers of each party must, within 5 days of tlewipion of the further
amended Terminal Protocol, meet and attempt to dorae agreement
on the proposed variations;

If no agreement is reached under paragraph (G)ealtlog proposed
variation will be referred to the Commission fopapval, and if
approved, the Terminal Manager will publish an adeshTerminal
Protocol, which will then be the Terminal Protocol.

Notwithstanding anything in paragraph 1(b)(i) ai&aon to a part of the
Terminal protocol that deals with a matter relatedection 4 or section 8
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of the Network Management Rules shall take effet¢ on and from the
date the Commission decides to approve a varigtiosuant to the
section 10.3 of the Network Management Rules, dvegathe
requirements for approval pursuant to section bfithe Network
Management Rules

(i) The requirements in paragraphs (i) may be set asithe case of emergency or
variations necessary for the safe provision of3bevices or management of the
Terminal, but any variation made under this circiamse will be considered to
be temporary and the parties will endeavour to glbasd agree on a permanent
modification as soon as practicable and in accaarith the procedure set out
in paragraph 1(b) (i)

(iii) When the Terminal Manager publishes an amendedifiakfrotocol under
paragraphs (B) or (F) above, it will provide a cafythe amended Terminal
Protocol to the Commission together with a confiiorafrom the Access Holder
that it agrees to the amendments to the TermirwbEol.

(iv) The Access Holder acknowledges and agrees tha&t thay be other users at the
Terminal with rights of access to the Terminal withom the Terminal Manager
must consult for the purposes of amending the Trehi#rotocols and that whilst
the Terminal Manager will consult with all relevaktcess Holders and users on
relevant Terminal Protocol amendments, the Term¥stager will, in its
absolute discretion, determine whether and to wkint a proposed amendment
to the Terminal Protocols will be implemented.

2. General

(a) To enable the Terminal Manager to properly anctieffitly manage and operate the
Terminal, provide access to and from the Terminal grovide the Services to the Access
Holder, the Access Holder will provide the Termiidnager with such documents or
information as reasonably required by the Termii@hager from time to time,
including, for example such documents or informats:

® up to date rail certificates;
(i) container plating compliance audits;

(iii) evidence that the Access Holder's employees, offimed agents who are rail
safety workers have the requisite competence redly the Rail Safety Laws;

(iv) wagon technical data; and

(v) any other documents or information reasonably reguby the Terminal
Manager.

(b) The Access Holder will ensure that, at all timésemployees, officers and agents who
are Critical Safety Workers as defined in the Baifety Laws present fit for duty at the
Terminal.
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(c)

(d)

(€)

(f)

(9)

(h)

(i)

0)

(k)

The Access Holder will ensure that its employe#fg;erys and agents will submit to
random and post-Incident drug and alcohol testsgequired.

The Access Holder will provide the information meésl to in the preceding subparagraph
in such format as reasonably required by the Teahianager.

Prior to the end of each calendar month, the Actledder will provide the Terminal
Manager with its weekly forecasts of the numbefFBU in respect of which it requires
Services in the next calendar month.

Prior to the end of each quarter (ending 31 MaBéhJune, 30 September and 31
December), the Access Holder will provide the TerahiManager with its monthly
forecasts of the number of TEU in respect of whiickquires Services in the next 12
calendar months.

The Access Holder will provide prompt notificatiohany Timetable change to the
Terminal Manager so as to ensure that the TerrMiaalager can efficiently manage any
excess or reduced capacity in the Terminal.

The Terminal Manager will load or unload botton éibntainers that conform to
ISO/Australian Standard NZS 3711 as required toigeoServices under the Access
Agreement.

The Terminal Manager will reasonably make availabifficient equipment to lift
maximum container weights as shown on complianateplof certified containers that
conform to ISO/Australian Standard NZS 3711 asirequo provide Services as
required under the Access Agreement.

The Access Holder must have the capability to raorapatible IT system so that it can
interface with the Terminal Manager’s IT systems.

The Access Holder must comply immediately withredion given by the Terminal
Manager.

3. Track Utilisation

(@)

(b)

(c)

A track utilisation plan is to be prepared by theriinal Manager which will identify
planned occupancy of the terminal.

The Terminal Manager will use reasonable endeavowasure that the track utilisation
plan is:

® accurate with respect to all information known bg Terminal Manager at the
time of its preparation; and

(i) consistent with each Access Holder’'s Timetable.

The Access Holder will provide the following detailpon request by the Terminal
Manager to allow preparation of the track utilisatplan:

® arrival and departure times;

(i) track lengths requirement;
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(iii) shunt requirement (consist movement); and
(iv) locomotive provisioning times.

(d) The Terminal Manager will use the track utilisatjgan to manage capacity within the
Terminal and will use all reasonable endeavoufadititate the operation of the Terminal
in accordance with the Track Utilisation Plan.

(e) The Access Holder and Terminal Manager will co-apeto meet operational
requirements caused by day of operation variatiorise track utilisation plan.

() The Terminal Manager may vary the track utilisafitein from time to time in order to
improve capacity and efficiency of the TerminaheTTerminal Manager will prepare an
amended track utilisation plan and in doing so usk all reasonable endeavours to
minimise disruptions to Access Holders. The TeahManager will consult with the
Access Holder before finalising any amended tratisation plan.

(9) The Access Holder may requettiq Request) the Terminal Manager to vary the track
utilisation plan from time to time in order to acwmodate temporary variations to the
Access Holder's Timetable or permanent variatiorteé Access Holder's Timetable that
have been implemented in accordance with clausef@he Access Agreement. The
Access Holder will provide such information aseasonably requested by the Terminal
Manager to enable the Terminal Manager to consideRequest. The Terminal
Manager will consult with the Access Holder in tila to the Request and will vary the
track utilisation plan in order to accommodate Regjuest. For the avoidance of doubt,
this clause does not relate to a Request by thessddolder in respect of Trains or
Services not set out in the Access Agreement.

4. Train loading

(@) At least 12 hours prior to the scheduled depatiare of a Train, the Access Holder will
provide the Terminal Manager with an indicativedgdan which will include:

® wagon consist;
(i) marshalling requirements; and
(iii) container bookings.

(b) The Access Holder will be responsible for the tiyalesentation of the wagon consist to
allow the Terminal Manager to load containers icoadance with the indicative load
plan.

(© The Terminal Manager will check containers to eaghey are safe for loading having
regard to container integrity, load restraint anthpliance plating. The Terminal
Manager will advise the Access Holder of containvengch are not safe for loading.

(d) The Terminal Manager will use its best endeavouisdd the Train in accordance with
the indicative load plan and the Load Standards.
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(€)

(f)

(@)
(h)

(i)

0)

(k)

()

The Terminal Manager will manage variations toititicative load plan and will advise
the Access Holder of any such variations.

The Terminal Manager will load the containers witthe safety conditions of the wagon
consist presented by the Access Holder having detgaaxle load, height, drawbar and
network restrictions. It is the Access Holderspansibility to ensure that all containers
are fit for travel and the Terminal Manager hasegponsibility to secure or adjust
contents of containers.

The Terminal Manager will secure twist locks.

The Terminal Manager will not be obliged to loadoatainer which is not received in the
Terminal prior to the Cut Off Time, but the Termlidanager will use its best
endeavours to do so subject to the Terminal Marsgbligations to other Access
Holders and provided the Terminal Manager consiéssefficient to do so (in the
Terminal Manager's absolute discretion).

The Access Holder must comply with the Terminal Biger's direction for the handling
of Dangerous Goods, Dangerous Good must be prelsinfier travel in accordance with
the relevant Australian Dangerous Goods Code.

The Access Holder will provide the Terminal Managéh naotification of the nature and
description of any Dangerous Goods (which mustrbeiged on arrival of the
Dangerous Goods).

The Access Holder will provide the Terminal Manag&h all necessary written
authorities to deal with the containers to be loboleto the Access Holder's Trains,
including, for example:

)] written authorities enabling access to containershfe purposes of:
(A) inspecting containers to check that they are wisipiecification;
(B) checking the safety of the container;

(i) any other documents or information reasonably reguby the Terminal
Manager.

The Terminal Manager will load containers in acemck with the specific service ID’s
that make up the overall train consist, includiaggxample such service ID’s as:

0] day of travel,

(i) place of origination of Train;

(iii) destination of Train;

(iv) number of services on that Train;

(v) details of Rolling Stock on each service; and

(vi) any other service ID’s reasonably required by theminal Manager.
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(m)  The Terminal Manager will provide the train manifesthe Access Holder at the Train
Handover Time in order to allow final inspectiordgre-departure safety checks to be
undertaken by the Access Holder prior to the tead@parture.

(n) The Access Holder will ensure that all loading deds, marshalling requirements and
network restrictions have been met during the geadure check. For avoidance of any
doubt, the ultimate responsibility for the train® safely loaded in accordance with any
required standards prior to its release onto tiar& remains with the Access Holder.

(o) The Terminal Manager will not be obliged to loadht@iners deemed unfit by the
Terminal Manager in its absolute discretion haviagard to all relevant safety,
compliance and regulatory requirements.

5. Unloading Trains

(a) At least 12 hours prior to the scheduled arrivaktiof a Train, the Access Holder will
provide the Terminal Manager with notification b&tnature and description of any
Dangerous Goods and confirm that the Train has bafahy loaded in accordance with
any required standards prior to its release or@m#twork.

(b) The Terminal Manager will check containers to eaghey are safe for unloading having
regard to container integrity, load restraint, ipeicompliance and Dangerous Goods
segregation. The Terminal Manager will adviseAbeess Holder of containers which
are not safe for unloading.

(© The Access Holder will provide the Terminal Manag&h all necessary written
authorities to deal with the containers to be udéshfrom the Access Holder's Trains,
including, for example:

0] written authorities enabling access to containershfe purposes of:
(A) inspecting containers to check that they are wisipiecification;
(B) checking the safety of the container;

(i) any other documents or information reasonably reguby the Terminal
Manager.

(d) The Terminal Manager will ensure:

® containers will be allocated ground location ID’Bieh will describe the grid
location of the container within the Terminal irder to assist truck operators to
locate freight,

(i) Container Inventory Checks will be undertaken daily

(iii) Any container inventory exceptions will be escalat®the Access Holder upon
identification, and

(iv) all freight will be unloaded in accordance with exformance measures
outlined within the Terminal Protocols.
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6. Daily Variations

(a) The Access Holder will use its best endeavoursawige 12 hours notice to the

Terminal Manager if a Train is likely to arrive beé or after its scheduled arrival time.

(b) In respect of arriving Trains:

(i)

(ii)

(iif)

For Train arrivals at or before the scheduled atrivne in the Timetable, the
Terminal Manager will provide the Services and itsbest endeavours to ensure
that the Train departs on time.

For the avoidance of doubt, nothing in paragraplafave will require the
Terminal Manager to disrupt Trains which arrive aeghart in accordance with
their specified arrival and departure times.

For train arrivals after the scheduled arrival tim¢he Timetable:

(A) the Terminal Manager and Access Holder will co-apeto forward plan
for the arrival of those Trains;

(B) where it is possible, the Terminal Manager wilbalite resources and
amend its operating plan to service the Accessét@date arriving
trains in a timely fashion;

© the Terminal Manager will use its best endeavougovide the Services
so as to have the train arrived into the Termisa@on as is practical,
subject to the Terminal Manager's obligations teeoi#Access Holders
and provided the Terminal Manager considers iffisient to do so (in
the Terminal Manager's absolute discretion);

(© In respect of departing Trains:

(i)

(ii)

Legal\306671242.1

The Access Holder may:

(A) request the Terminal Manager to give priority te inovision of Services
to certain of the Access Holders Trains;

(B) request the Terminal Manager to vary Cut-Off Tiraesrain departure
times to accommodate variations; and

© request the Terminal Manager to prioritise the aimr loading to meet
customer expectations.

The Terminal Manager will:

(A) use its best endeavours to comply with such regusestject to the
Terminal Manager's obligations to other Access Eiddnd provided the
Terminal Manager considers it is efficient to dqisathe Terminal
Manager's absolute discretion); and

(B) if it becomes apparent to the Terminal Manager @haain cannot be
completed on schedule, the Terminal Manager wilisalthe Access
Holder no later than two hours prior to the scheduleparture time of
the train in order to allow crewing issues to bdradsed.
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(d)

If a Train fails within the Terminal, the Termindlanager will:

@ use all reasonable endeavours to minimise dismptio other Access Holders;
and

(i) as soon as is practical subject to its obligattonsther Access Holders, clear the

failed Train.
7. In Gate / Out Gate
(@) The Terminal Manager will publish Terminal Opergtidours from time to time. The
Terminal Manager will provide reasonable noticey change to the Terminal
Operating Hours to the Access Holder.
(b) The Terminal Manager will provide freight openingdaclosing receival times for each of
the Access Holder’s train services.
© For the purpose of maximising slot utilisation, thecess Holder may request that the
Terminal Manager receive containers prior to thenimg and closing times. These
containers would be known as pre-receivals.
(d) The Terminal Manager will notify the Access Hold¢many exceptions in data or load
integrity that may impact on the successful gatihthe Access Holders containers.
(e) The Access Holder will provide to Pacific Natiotia proposed times for the arrival and
departure of any road vehicles to and from the Tream24 hours in advance of those
movements.
8. Safety
(@ The Terminal Manager will prepare a safety managepian for the Terminal.
(b) The Terminal Manager will provide to the Accessdiwlall information necessary for
the safe operation of the Access Holder’s Trairthiwithe Terminal.
(© The Access Holder will develop and provide a safienagement plan for its rail
operation that is consistent with requirementsefTerminal Manager. The Access
Holders safety management plan will be incorporaigalthe safety management plan
for the Terminal.
(d) The Terminal Manager and the Access Holder will plymvith the safety management
plan for the Terminal.
9. Performance Measures
(a) The Terminal Manager will develop:

)] a set of performance measures and performancegagevant to the service
being provided to the Access Holder together witipa plans to achieve those
performance targets; and
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(i) a set of performance measures and performanceagagainst which the Access
Holder's performance will be measured together adtiion plans designed to
assist in achieving the Access Holder's performaaggets.

(b) The Terminal Manager will consult with the Accessldi€r on the performance measures,
performance targets and action plans developedr yradagraph (a) above.

(© In consulting with the Access Holder in accordawitb paragraph (b), the Terminal
Manager will take into account any concerns ralsgethe Access Holder regarding the
performance measures, performance targets anchgdtios and make a bona fide effort
to mitigate such concerns however, the Terminal&gen is not obliged to make any
modification with which it does not agree.

(d) The performance measures developed under para@gphand a(ii) may include:

)] Medical Treatment Injury (MTI) #njury that requires medical treatment,
including all injuries where the employee is placedlternative duties.

(i) Lost Time Injury (LTI} those occurrences that result in a fatality, peenan
disability or time lost from work of one day/shift more to the Access Holder’s
persons as a result of the Terminal Manager'srailo adhere to or implement
safe working practices and procedures.

(iii) Derailment- a rolling-stock derailment occurring in the n@rmovement of a
train on a track where one or more rolling stocleels leave the rail or track
during railway operations which affects the Accessder.

(iv) Collision - any impact or strike involving trains, vehicl@drastructure, persons,
animals or other obstructions either on the trackithin the terminal which
affects the Access Holder.

(V) Terminal Load Lifting Incident any incident involving terminal lifting
equipment that may represent a danger to the saff¢tye Access Holder's
persons or property.

(vi) Terminal Infrastructure Related Incidenainy incident involving the Access
Holder as a result of the standard of infrastrieturder the Terminal Manager’s
control.

(vii)  Safeworking Irregularities/Breachany breach of, irregularity or deficiency in an
operational safeworking system or procedure byeeppiarty.

(vii)  Vandalism/Theft/Attempted Thetiny willful or malicious destruction or damage
to the Access Holder’s property, in addition to aémgft or attempted theft from
trains that are the Access Holder’s Property.

(ix) On-Time Train Departures affecting the Access Holde
) Train Turnaround Times affecting the Access Holder.
(xi) Freight Availability affecting the Access Holder.

(xii)  Truck turnaround and transaction times affectirggAlacess Holder.
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(xiii)  Trains presented late by the Access Holder.
(xiv)  Trains presented early by the Access Holder.

(xv)  Trains with container numbers differing to informoat provided by the Access
Holder to the Terminal Manager.

10. Interface Agreement
10.1  Prior to commencement of the service the Terminah&yer will provide to the Access Holder
a copy of its standard template Safety InterfaceeAment and the Access Holder and the
Terminal Manager will use that template to agre&afety Interface Agreement in compliance
with the Rail Safety Laws.
10.2 The Safety Interface Agreement which is requirecspant to the Rail Safety Laws will, among
other things, deal with communication between tkeeess Holder and the Terminal Manager.
11. Rolling Stock Standards
11.1 The Access Holder must comply with the requiremapiicable for access to the relevant rail
network applicable from time to time, where theevant rail network may include, but is not
limited to, ARTC network, VLine Network, Metro TraMelbourne network, Railcorp network
and Brookfield rail network.
11.2 The Access Holder must provide the Terminal Managtr details of the Rolling Stock to be
utilised.
12.  Customer Communications

(@) In relation to customer complaints arising fromeito time on issues such as truck,

trailer or container damage, excessive truck tuunad times, left behinds etc:

@ the Terminal Manager will establish a single pafhtontact for customer
complaints. This will apply for customer relatemhplaints directly from the
Access Holder.

(i) the Terminal Manager and the Access Holder wilitigiendeavour to provide
resolution to the customer issue.

(b) In relation to customer complaints about an allefgédre of the Terminal Manager to

comply with the Terminal Protocol:
® the Terminal Manager will:
(A) establish a single point of contact for such custocomplaints;

(B) address the complaint in good faith; and
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© annually provide to the Commission a report on starhplaints received
and the measures taken by the Terminal Managetdi@ss each
complaint.

13. Load Standards

() The Terminal Manager will develop Load Standar#&tinto account the following::

0] all rolling-stock and network restrictions applitabor the scheduled train route
which include but are not limited to the followingteria:

(A) Train Specification as set out in the Access AgrE@m

(B) Dangerous Goods segregation rules in accordanbelhtAustralian
Dangerous Goods Code,

© Network restrictions as set out by the variouskamcess providers on
their websites (including ARTC, RailCorp, VLine Baager, Metro
Trains Melbourne and Brookfield Rail including:

(1)
(2)
3)
(4)

network height restrictions,
network and rollingstock axle and overall wagordi¢ianits,
network and rollingstock drawgear restrictions,

network and rollingstock lightly loaded wagon regtons,

(D) rail loading outline requirements (gauge profilppeopriate to the
particular corridor over which the container wilbwe,

(B) container doors properly closed and secured withngainer seal;

(i) any train consist in hard-copy and electronic f¢pmovided by the Access
Holder to the Terminal Manager) which accuratelgides the physical load of
the train and which does not contain any documiemtdilure that involves train
operation data that may impact on load informatasrtrain integrity.

(b) The Terminal Manager will use best endeavoursad the train in accordance with:

@ the indicative load plan and the Load Standards poi the Train Handover

Time; and

(i) the performance measures outlined within the Teshi?notocols.

© The Access Holder is responsible for the final geparture safety checks and Load
Standard verification prior to its release ontorteévork.

Legal\306671242.1
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14. South Dynon Terminal Operations Communication Prot@ol

a) The Terminal Manager requires that the Access Hadblish and maintain a radio
communications link with the Terminal Manager atiahes that the South Dynon Terminal is
open. The operating details of this radio link vl specified by the Terminal Manager.

b) The Terminal Manager will use the radio communaagilink to give directions to the Access
Holder in relation to operations within South Dynberminal.

c) The Terminal Manager will record all voice and dagamsmissions relevant to the operations of
trains within the South Dynon Terminal, includimgrismissions to and from the South Dynon
Terminal, train operators and the operators ofrathi€networks.
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Schedule 5

Capacity and Throughput

For the purposes of the agreement and this Sch&dule

Allocated Monthly TEU: []

Ceiling TEU percentage: [ ]%.

Floor TEU percentage: [ ]%.

@)

(b)

Legal\306671242.1

Services

In consideration of payment of the Services Chargisred to in paragraph (b)
below, Pacific National will during each month b&tTerm provide the Services

for the relevant specific Trains listed in the Ttatde, provided that those Trains do
not carry in aggregate during that month a TEU tgrethan the Ceiling TEU for

that month (subject to paragraph (a)(ii) below aladise 6.10 of this agreement),
and provided that no Train exceeds the maximunttesgecified for that Train in
the Timetable.

The Allocated Monthly TEU referred to above ashatdate of this agreement may
be permanently increased by up to [ ]% in any paldr month by the Access
Holder by giving Pacific National written noticelaast 2 months prior to seeking
that increase. Once the Access Holder has givem @amotice, the increased figure
will be deemed to be the Allocated Monthly TEU foe relevant month for the
purposes of this agreement. However, the AllocMedthly TEU for each month
may only be increased under this paragraph (i& byaximum of [ ]% above the
TEU for that month as listed above as at the datki®agreement. Any other
increase will be dealt with under clause 6.10 &f #yreement. Calculation of the
Ceiling TEU and Floor TEU will be based on the Alided Monthly TEU as
increased under this paragraph from time to time.

Pacific National has no obligation to provide tleevices in paragraph (i) above for
Trains other than those listed in the TimetabldpoiTrains which exceed the
maximum lengths specified in the Timetable, or aleeaggregate TEU for a
month exceeds the Ceiling TEU for that month, adifc National may agree to
do so in its absolute discretion. If Pacific Naabagrees to accept the additional
TEU, it will receive the charges referred to inggaph (b) below in relation to that
additional TEU.

Charges for Services

The Access Holder will pay Pacific National the fgecified in Schedule 3

("Rate") per TEU for the aggregate TEU which is loaded anloaded at the
Terminal in each month, provided that if the tGiBU loaded and unloaded in a
month is not equal to or more than the Floor TEW @ny reason other than the
default of Pacific National under this agreemethg, Access Holder will pay the
Services Charge under this paragraph as if the [0&tled and unloaded that month
equalled the Floor TEU. The Floor TEU in this gaegoh (i) may be increased in a
particular month as a result of an increase tMlaeated Monthly TEU as referred
to in paragraph (a)(ii) above, or in clause 6.&af agreement.
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Schedule 6
Agreement Details

A. Term

[1year(s)

B. Permitted Time

The time that is 20 minutes before or after theedaked time for the arrival of a Train and 20
minutes before or after the scheduled time fordéygarture of a Train as specified in the
Timetable.

C. Invoicing

[Details to be provided]

D. Payment Terms

30 days from invoice date

E. Payment - Disputed Amounts

50% of disputed amounts

F. Cancellation Notice

Two months' notice

G. Timetable Variation

One month's notice

H. Claims
(a) $20,000
(b) $200,000

|. Insurance
public liability insurance to the amount of $2500W0.00;
insurance for an amount not less than $150,00@000.
in respect of:
0] damage to real property and personal property; and

(i) injury to or death of any person.
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Signed as an agreement.

Signed for and on behalf oAsciano Service:
Pty Ltd ACN 0520134 362y its attorney under
a power of attorney datgohsert date and
details] in the presence of:

Signature of withess Signature of attorney who declares that the atforne
has not received any notice of the revocation ef th
power of attorney

Full name of witness Full name of attorney
Signed by
ACN in the presence of:

Signature

Signature of Witness

Name of Witness in full
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1. Introduction

1.1. Background and objectives

The Essential Services Commission (hereafter “the Commission”) is the independent
economic regulator of the rail industry in Victoria. The Commission is responsible for
assessing the price and non-price aspects of the access arrangements submitted by service
providers, including Pacific National (hereafter “PN”) as the operator of the South Dynon
Freight terminal.

In approving or assessing the proposed access arrangements, the Commission has to have
regard to the provisions of Part 2A of the Rail Management Act (1996) and the Rail Network
Pricing Order 2005 (Pricing Order). The Act establishes a state access regime that declares
certain rail infrastructure open for third party access, including the South Dynon Freight
Terminal, and the Pricing Order sets out a set of general and terminal specific pricing
principles.

The general pricing principles pursuant to section 4.1 (a) of the Pricing Order includes the
requirement that the set of approved prices should recover the efficient costs of providing the
reference services, having regard to the standard and quality of those services. The terminal
specific pricing principles pursuant to section 4.5 of the Pricing Order, includes the
requirement that:

=  The prices must be set such that the set prices cover at least the incremental costs of
providing the service.

= The prices do not recover more than the stand alone costs of providing the service.

The Commission’s assessment of the PN’s access arrangement will need to ensure that the
approved prices for terminal reference services recover the efficient forward looking (cash)
costs, namely the operating and maintenance costs, associated with providing the relevant
facility.

The Commission has engaged Booz & Company to provide an independent assessment of
the efficient prices proposed by PN against the relevant principles in the Pricing Order.

In parallel, the Commission has also commissioned asset costing advice from engineering
firm GHD. GHD has undertaken a review of the maintenance activities and costs of PN in
relation to the declared terminal that PN operates, in particular, the review has focussed on
the efficiency of the maintenance practices and costs and the reasonableness of the
maintenance costs presented in PN’s submission. The report is a desktop analysis of the
efficient costs and relies on engineering and professional judgement.

This report is intended to inform the Commission’s final decision on the approval of PN’s
proposed prices for the provision declared services.
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The terms of reference for this project set out the following key tasks:

= Assistance in reviewing and determining access prices including modelling prices and
volumes, operating statistics.

= Determining whether proposed prices fall within a reasonable assessment of floor and
ceiling prices.

= Assessment of cost allocation approaches.
= Ad-hoc advice as required.

The ESC’s manager of this consultancy is Dominic L’Huillier, Senior Regulatory Manager of
the Transport and Industry Sectors Branch ph: 03 — 9651 3782.

1.2.  Structure of the report
The remainder of this report is structured as follows:

= Chapter 2 outlines the approach adopted for calculating the reference price and the
detailed results. It also details the different steps involved in calculating prices for each
reference services.

= Chapter 3 presents the conclusions of our analysis.
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2.  Approach adopted and detailed results

2.1. Introduction
This Chapter describes our approach for calculating the relevant efficient costs.

PN did not submit any costing or a financial model associated with its access arrangement
application but instead proposed that the reference prices determined in the 2009 decision
be escalated using the ESC-approved escalation formula. However, the 2009 prices were
themselves an escalation of the 2006 reference prices and a more detailed review has
therefore been undertaken for this current review.

The ancillary reference services (Reference services 2-9) are stand-alone services for which
the costs are incremental to the main activity undertaken at the terminal of train loading and
unloading (Reference service 1). They are also services for which the costs are effectively
directly proportional to the volume of the service undertaken and the floor price is thus close,
if not identical with, the ceiling price. In addition, the accounts maintained by PN do not
include specific costs for the itemised services, as they are recorded in terms of inputs rather
than outputs’. Given the absence of any detailed financial analysis submitted by PN to
support their prices, the analysis has been based on a combination of market prices where
available, combined with costs based on engineering and professional judgement.

PN’s regulatory accounts have been used to provide a control on overall costs, as the
accompanying GHD report has concluded that the terminal is being run in an efficient
manner. The difference between the estimated cost of the ancillary reference services,
together with the various non-reference services performed at the terminal by PN, and the
overall cost of the terminal then provided the total cost of Reference service 1, from which
the relevant access price could be determined. The regulatory accounts and the PN
submission were supplemented by meetings between PN and the Commission to obtain
relevant data and information.

The assumption for the ancillary reference services that the incremental cost is equal to the
standalone costs is consistent with the Commission’s view on the matter in its 2006 draft
decision which states that, in certain circumstances “incremental cost does not represent the
cost of supplying one additional unit of the service, but represents the total additional cost of
providing the service to all users of that service” (ESC 2006 draft decision, p. 10).

2.2.  Overview of the approach
In estimating efficient prices the following four step approach has been adopted.

Step 1: is to refer to the reference services provided by PN. These have changed, both in
number and content since the last control period.

! As no third party has yet formally requested access, the reference services are all internal to PN, and in many cases to the
same division within PN. As a result, no formal accounts need to be kept for management purposes.
|
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Step 2: is to ascertain current and future demand (usage) for the reference services
provided at the South Dynon terminal. Demand will be calculated in terms of TEUs for
container-related activities and in terms of the number of services provided per annum for
the non-container-related services.

Usage forecasts are a key element in determining costs and prices over the regulatory
period. On the cost side, forecast usage is a factor in determining the operations and
maintenance effort required. On the price side, forecast usage determines the unit prices
required to recover the total revenue requirement.

Step 3: is to calculate the cost of supply for providing reference services. The cost of supply
comprises the current and forecast operating expenditure (operations and maintenance
costs) associated with providing the declared services. The general pricing guidelines
specify that the forecast operating and maintenance costs must be reasonable best
estimates and must not exceed those that would be incurred to achieve a ‘fit for purpose”
service standard.

Step 4: involves estimating the efficient prices for the proposed reference services. For
Reference services 2 to 5 the estimate of efficient costs/prices is based on the market prices
for similar service provided by other service providers and for Reference services 6 to 9 the
efficient prices are based on bottom up cost analysis. All of these services have separable
costs i.e. their costs are independent of each other and are, moreover, linearly variable with
volume. For these services, therefore, the incremental cost is equal to the average cost and
the floor price is thus equal to the average price.

Reference service 1 is derived as a residual after deducting for the ancillary services (i.e.,
Reference service 2 to 9) together with non-reference services such as wagon maintenance
also undertaken in the terminal. In this case, there is a fixed component of cost for an
increment in throughput of, say, 15%, and the incremental cost is below the average cost.
Separate floor and ceiling prices have therefore been derived for this service.

Figure 2-1 below summaries the approach adopted.
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Figure 2-1- Assessment approach
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2.3. Estimating current and forecast usage (step 2)

The prices for the ancillary reference services have been derived, either on a market basis
or by deriving the cost on a bottom-up basis from the estimated resource inputs (labour,
materials etc.) combined with the relevant unit costs (labour per man-hour, fuel cost etc.).
However, the price for the core service (Reference service 1) requires the calculation of the
aggregate incremental and stand-alone costs, from which the floor and ceiling prices are
derived by dividing by forecast usage. This needs to be separately estimated for each of the
reference services.

Whilst container usage is by far the most important, as it drives the use of Reference service
1, forecasts are also required for the demand for ancillary reference services such as driver
induction. This section first discusses annual demand during the control period for container
terminal services and then estimates the demand for the ancillary services as an average
over the control period.

2.3.1. Current and forecast container usage

Table 2-1 below summarises the historic throughput at PN's South Dynon intermodal
terminal. The traffic handled is all interstate intermodal freight, predominantly to/from Perth
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(49%) and Brisbane (25%). The remaining traffic is to/from Adelaide, Sydney and other
centres. Traffic has stagnated over the past five years, partly because of general economic
conditions but also because of the competition from other rail freight operators.

Table 2-1 — Historic and forecast terminal throughput

Year 000 TEU p.a.

2007-08 398
2008-09 379
2009-10 360
2010-11 356
2011-12 359
2012-13 368
2013-14 378
2014-15 389
Average 2012/13-2014/15 378

Source: PN and Booz & Company estimates

The usage of the PN terminal is a function of the general growth of interstate traffic and the
extent to which PN gains or loses market share against other rail operators (primarily
Queensland National and SCT Logistics) as well as road transport. Over the long-term, the
interstate market (which is principally to Perth and to Brisbane) has mirrored GDP growth
and this relationship is expected to continue for the foreseeable future, albeit with a slightl

reduced sensitivit

No third party has operated at this terminal to date and the forecasts do not include any
allowance for this in future.

2.3.2. Other usage

No formal records are kept by PN recording the usage of the various ancillary and non-
reference services, as to date there have been no third-party users. The estimates in Table
2-2, which are an annual average over the control period, have therefore been estimated by
the consultants.

2 Bureau of Infrastructure, Transport and Regional Economics 2010, Interstate Freight in Australia, Report 120, Canberra
. ________________________________________________________________________________________________________|
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Table 2-2 — Forecast usage of ancillary and non-reference services 2012/13-2014/15

Service Unit Usage p.a.

Reference service 2 — container storage TEU-days 33,000
Reference service 3 — dangerous goods TEU 9,90
Reference service 4 — loco storage Metre-hrs (100) 3,500
Reference service 5 — wagon storage Metre-hrs (100) 216,000
Reference service 6 — driver induction Course 84
Reference service 7 — crew induction Course 8
Reference service 8 — shunting (Option A) Hours 0
Reference service 8 — shunting (Option B) Hours 3,000
Reference service 9 — administration Hours -
Non-reference

Wagon maintenance Wagons 1,900
Load planning Trains 1,480
Train inspection Trains 1,480
Train documentation/prep Trains 1,480

Source: Booz & Company estimates

24. Determining the efficient cost of supply for each reference services (step 3)

The following approach to identifying the efficient cost of each reference service has been
adopted in the absence of detailed accounts directly identifying the cost of the various
activities from which efficient costs can be estimated. A forecast is first made of the total cost
associated with the terminal for the control period. The aggregate cost of supply of the
ancillary reference services and the non-reference services has then been estimated by
applying estimated unit costs to the forecast usage given in Table 2-2. The difference
represents the cost of supply of the core reference service 1, train handling and container
loading and unloading. An incremental cost has then been derived for this core reference
service by considering which cost components are not variable with usage for an
incremental volume of 15%.

2.4.1. Total costs over control period

Table 2-3 gives the annual cost of the PN South Dynon terminal, as reported in the
regulatory accounts. These accounts are developed from the PN general ledger,
consolidating costs extracted from four cost centres and including a share of divisional and
corporate overheads allocated on a full-time employee basis. One of the cost centres covers
both the South Dynon terminal and the adjacent Melbourne Steel terminal. However, most of
the costs can be directly attributed to one terminal or the other and any allocation processes
are performed on reasonable basis.

Booz & Company Assessment of South Dynon terminal access pricing Final Report Version 2.0
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Table 2-3 — Historic operating cost — PN terminal South Dynon ($000)

2007-08 2008-09 2009-10 2010-11

Salaries and related costs

Outsourced services

Consultants

Travel

Communications

Personnel costs

Asset lease and hire

Occupancy costs

Fuel

Other expenses

Maintenance and
materials

Depreciation

Intermodal costs

Corporate costs

Total

Total cost ($) ($2010-11)

Throughput (TEU)

Cost/TEU ($)

Cost/TEU ($2010/11)

Source: PN regulatory accounts

Table 2-4 indicates that since 2007/8, the volume has decreased by 10 percent. The overall
cost of the terminal has declined by just under 8 percent over the same period, suggesting
75 per cent variability with throughput. This relationship has been assumed to continue to
hold during the control period, during which time throughput is forecast to increase by just
over 8 percent® and presented in Table 2-4, expressed in $2011/12 assuming 2 per cent
inflation for 2011/12.

3 See section 2.2.1
|
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Table 2-4 - Forecast operating cost — PN terminal South Dynon (2011/12 $000)

Average
2010-11 2011/12 2012-13 2013-14 2014-15
Throughput
(TEU 000) 356 359 368 378 389 378
% change in
throughput 0.8 2.5 2.7 29
% change in total
cost 0.6 1.9 2.0 2.2
% inflation 2.0 - - -
Total cost ($000) )
($2011-12) 22,090 22,675 23,102 23,574 24,090 23,589

Source: Booz & Company estimates Foot note: (1) $2010-11
2.4.2. Aggregate cost of ancillary reference services and non-reference services

The GHD review of the rates proposed by PN showed that in most cases they were similar
with those currently charged by comparable businesses. PN rates have therefore been
accepted as efficient for all but two services:

= Reference service 1, for which PN has removed a number of the activities previously
included in the train processing charge and which therefore needs to be rebased. In
addition, there is no exact comparator for the train processing charge and therefore this
has been estimated from first principles on a ‘bottom-up’ basis.

= Reference service 3, for which the PN proposal, based on simple inflation of the previous
determination, is about 10% of the market rate charged by similar container handling
businesses. In the case of dangerous goods (Reference service 3), the Commission’s
November 2006 decision notes that PN indicated that the proposed fee was “to
discourage the use of the service” and was “in addition to the general storage charges”
and the Commission concluded that it is unclear there are significant additional costs
imposed by dangerous goods. Consequently, a fee of $20 (per container for 12 hours or
more) was set. However, our investigations reveal that there are significant additional
costs as the dangerous goods containers cannot be stacked and need to be separated
out from others containers for easy accessibility. There is also an additional requirement
to keep chemicals and equipment nearby, as well as training of staff for handling the
product in the event of an incident. Accordingly, the “going rate” of $200 per container
as indicated by a range of container park operator’'s factors in the significant burden
dangerous goods imposes on their operations.

The aggregate cost of all activities other than Reference service 1 has been derived by
combining the resources required for each activity with the relevant rates proposed by PN,
with the exception of Reference service 2, for which a rate of $200 per TEU-day has been
adopted, as shown in Table 2-5 below.

PN also undertakes a range of activities for its own services which are now not included in
the proposed reference services. These cover wagon maintenance, load planning, train
_________________________________________________________________________________
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inspection and train documentation. Unit costs for all these services have been developed
on a bottom-up basis and the aggregate costs are shown in Table 2-5.

Table 2-5 — Forecast aggregate cost of ancillary and non-reference services 2012/13-2014/15
($2011-12)

Total cost
($000)

Service Unit cost ($)°

Usage p.a.*

Reference service 2 — container storage 33,000 42.06 1,388
Reference service 3 — dangerous goods 9,90 200 198
Reference service 4 — loco storage 3,500 2.16 8
Reference service 5 — wagon storage 216,000 2.16 467
Reference service 6 — driver induction 84 151.62 13
Reference service 7 — crew induction 8 431.61 3
Reference service 8 — shunting (Option A) 0° 160.47 0
Reference service 8 — shunting (Option B) 3,000 460.35 1,381
Reference service 9 — administration - 47.58 -
Non-reference

Wagon maintenance 1,900 419 796
Load planning 1,480 71 105
Train inspection 1,480 654 968
Train documentation/prep 1,480 183 271
Total 5,594

Source: GHD and Booz &Company estimates

The total cost of these ancillary reference services and non-reference activities is estimated,
for the average throughput during the control period, at $5.594 million ($2011/12).

2.4.3. Aggregate cost of Reference Service 1

A part of shunting cost (the cost of the locomotive and driver) and the whole of the wagon
maintenance cost is included in another division of PN and thus should be excluded from
any adjustment to the total terminal costs of the South Dynon cost centre estimated in Table
2-4; this amount is equal $299.88 per hour or $900,000 p.a. for the shunting and $796,000
p.a. for the wagon maintenance. The average total cost of the terminal during the control
period of $23.589 million as shown in Table 2-4 therefore needs to be adjusted by $3.898
($5.594 minus $1.696) million to allow for the ancillary and non-reference services. Once the
cost of these has been removed, the residual cost represents the average cost of train

4 From Table 2.2

5 Adopted from PN’s submission because they have been evaluated as efficient given the benchmarking exercise conducted by
GHD on “going rates”.

6 PN projects that no such services will be used by other parties.
. ________________________________________________________________________________________________________|
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handling and container loading and unloading (Reference service 1) during the control
period. This is thus $19.691 million ($23.589 minus $3.898) in $2011/12, equivalent to
($19.691m/378,0007) $52.09 ($2011/12) per TEU. This represents the ceiling price.

2.4.4. Conversion to multi-part tariff

Previous determinations have created a multi-part tariff, with an establishment fee, a train-
handling charge and a container handling charge. As with the costs of the ancillary reference
services, none of these can be readily derived from the accounts. Instead the following
approach has been adopted:

= Unit cost for establishment (labour), derived on a bottom-up basis.

Unit costs for train handling (almost entirely labour), also derived on a bottom-up basis.
= Forecast aggregate costs for the above two activities.

= Calculate the residual cost associated with container handling, both in aggregate and on
a unit basis per TEU handled.

= Compare the estimated cost per TEU with benchmarks from similar operators.
The unit establishment and train handling costs are derived in the GHD report. As there are

no third-party access seekers expected, the forecast aggregate establishment cost is zero
but aggregate train handling costs are $456,000 per annum®.

Table 2-6 — Forecast aggregate cost of Reference Service 1 excluding shunting 2013-2014/15

($2011/12)
Service Usage p.a.  Unit cost ($) Total cost
($000)
Reference service 1 — total 19,691
Establishment cost 0 500 0
Train handling 1,480° 308" 456
Container handling 378,000 50.89 19,235

Source: Booz & Company estimates

The residual cost of $19.235 million represents the estimated cost of the terminal handling of
containers, including the cost of ownership, track and equipment maintenance, labour
associated with terminal handling and administration and the related depreciation. Based on
the forecast average throughput during the control period of 378,000 TEU, the estimated

7 Table 2-1
® This cost excludes the cost of shunting locomotives, which are not included in the costs of the terminal as recorded by PN.
9 Table 2-5

10 Cost derived by GHD
|
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container handling cost is $50.89 per TEU. This compares well with the rate proposed by PN
as well as industry benchmarks for a container entry, lift and short term holding charges of
$41- 48/TEU, as established in the GHD report. The recommended rate of $50.89 per TEU
is thus consistent with the costs incurred by PN as well as comparable with industry
benchmarks.

The train handling cost used in Table 2-6 only covers the cost of the labour required to
process the train. The cost of a shunting locomotive must also be included for the two
options offered by PN. In the first option, the access seeker can perform two shunts with its
own locomotive (but with PN providing the ground staff); with up to two additional shunts
performed by PN. In the second option, the access seeker does not perform any shunts but
up to four shunts are provided by PN. Two costs have therefore been calculated depending
on whether or not the access seeker’'s locomotives are used, based on the costs proposed
by PN for Options A and B in Reference service 8. Each shunt is assumed to take half an
hour; Option A in Reference Service 1 thus requires one hour of Option A and one hour of
Option B in Reference service 8. Option B in Reference service 1 requires two hours of
Option B in Reference service 8.

Table 2-7 — Forecast unit train handling cost of Reference 1 including shunting 2013-2014/15
($2011/12)

Service Labour Shunting Total cost ($)

1) (1+2)

Option A (two shunts provided by PN, two
by access seeker)

Option B (four shunts provided by PN) 308 921" 1,229

Source: Booz & Company estimates

308 621" 929

11 One lot of $160.47 plus one lot of $460.35

12 Two lots of $460.35
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2.5. Recommended efficient prices for reference services (step 4)

Table 2-8 — Recommended reference prices ($2011/12)

Service Price Per unit
Reference service 1 — container handling
Establishment fee 94.07 Hour required
Train handling (Option A) 929.0 Train
Train handling (Option B) 1,229.0 Train
Container handling 50.89 TEU
Reference service 2 — container storage 42.06 TEU-day
Reference service 3 — dangerous goods Per dangerous goods
stored for 12 hours or
200.0 more
Reference service 4 — loco storage 2.16 Metre-hours (100)
Reference service 5 — wagon storage 2.16 Metre-hours (100)
Reference service 6 — driver induction 151.62 Induction course
Reference service 7 — crew induction 431.61 Induction course
Reference service 8 — shunting Shunt-hour
= Option A 160.47
= Option B 460.35
Reference service 9 — administration 47.58 Person-hour

Source: Booz & Company estimates

2.5.1. Calculation of floor price

The analysis of total cost at the terminal during the last control period indicated a variability
of total cost with respect to throughput of 75 per cent®. An alternative estimate can be
derived by examining the various components of terminal cost identified in Table 2-9, which
gives 74 per cent as variable with usage.

13 The prices will be subject to an additional adjustment equal to the fuel adjustment amount.

14 Table 2-1
|
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Table 2-9 - Variable component of operating cost — PN terminal South Dynon ($000)

2010-11 Variable (%) 2010-11

Salaries and related costs 9,951 100 9,951
Outsourced services 0 100 0
Consultants 0 100 0
Travel 20 100 20
Communications 91 100 91
Personnel costs 176 100 176
Asset lease and hire 2,142 100 2,142
Occupancy costs 3,667 0 0
Fuel 489 100 489
Other expenses 160 50 80
Maintenance and materials 1,809 82 1,483
Depreciation 1,788 0 0
Intermodal costs 743 100 743
Corporate costs 1,054 100 1,054
Total 22,090 74 16,229

Source: Booz & Company estimates

The analysis in Table 2-9 above has been used as the basis for deriving a floor price for
container handling as shown in Table 2-10 below. This is derived by subtracting the ancillary
services (excluding shunting) and the train handling from the total variable cost.

Table 2-10 — Forecast floor price for container handling 2013-2014/15 ($2011/12 000)

Service Usage p.a. Unit cost ($) Total cost
($000)
Total variable cost 16,229%
Less ancillary services (excl shunting) 3,898
Less train handling 1,480 308 456
Container handling 378,000 31.42 11,875

Source: Booz & Company estimates

The estimated floor price for container handling is thus $31.42 per TEU.

15 From Table 2.9
|
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3.  Summary and Conclusions

In order to meet the general pricing principles in section 4.1(a) of the Pricing Order we have
relied on the historical cost data provided by PN, its view on future demand projections,
forecast costs associated with the future projections and the independent engineering
assessment conducted by GHD. The recommended prices are summarised in Table 3-1
below. The prices proposed by PN for Reference services 2 to 9 have been reviewed
against the market prices for similar services or industry benchmarks and closely proximate
them, except for Reference service 3. Therefore, it is recommended that PN’s proposed
prices for Reference services 2 and 4 to 9 be accepted.

However, for Reference service 1, in particular, the train handling option A and B the
recommended price is $929 and $1,229 per train respectively. The difference between the
prices proposed by PN and the recommended prices is mainly due to the exclusion of
activities previously included in the 2009 access arrangement (e.g. any services related to
ensuring the general railworthiness and safety of the train and load planning). Accordingly,
the impact of the reduction in activities on costs and therefore prices has not been taken into
account by PN as their proposed prices are simply an escalation of the existing 2009
approved prices by the CPI.

The price proposed by PN for dangerous goods management (Reference service 3) is well
below comparable market prices. We recommend it be increased to the average market
price of $200 per dangerous goods.

Our investigations reveal that there are significant additional costs involved in handling
dangerous goods containers. Accordingly, the “going rate” of $200 per container as indicated
by a range of container park operator's factors in the significant burden dangerous goods
imposes on their operations.
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Table 3-1 — Summary of proposed prices (2012/3-2014/5)

Service Unit Proposed Recommended
Price Price
Reference service 1 —
container handling
Establishment fee Hour required 94.07 94.07
Train hanc'lol\lng -option Train 1,809 929
Train handélng- option Train 2,074 1,229
Container handling TEU 49,95 50.89
Reference service 2 —
container storage TEU-day 42.06 42.06
Reference service 3 — | Per dangerous
dangerous goods goods 22.13 200
Reference service 4 —
loco storage Metre-hours (100) 2.16 2.16
REIEENED SENTEE 5 = Metre-hours (100) 2.16 2.16
wagon storage ) )
REEIENEE SEnee @ — Induction course 151.62 151.62
driver induction : :
RETEIEMEE SEES 1 = Induction course 431.61 431.61
crew induction : :
Reference service 8 —
shunting 160.47 160.47
= Option A Shunt-hour
. - 460.35 460.35
= Option B
Reference seivice 9 = | porson pour 4758 4758
administration

Source: Booz & Company analysis and PN’s South Dynon access arrangement (2012)

% The prices will be subject to an additional adjustment equal to the fuel adjustment amount.
. ________________________________________________________________________________________________________|
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Appendix1. Dynon/Swanston rail terminals

Map ? Dynon/Swanson Precincts Rail Terminals
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This Regulatory Review of Asciano Maintenance and Pricing (“Report”):
1. has been prepared by GHD Pty Ltd for the Essential Services Commission of Victoria;
2. may only be used and relied on by the Essential Services Commission of Victoria;

3. must not be copied to, used by, or relied on by any person other than the Essential
Services Commission of Victoria without the prior written consent of GHD;

4. may only be used for the purpose of informing the ESC as to the factors and cost
guanta of maintenance requirements of Asciano in its supply of access services to its
Declared Network (and must not be used for any other purpose).

GHD and its servants, employees and officers otherwise expressly disclaim responsibility to any
person other than the Essential Services Commission of Victoria arising from or in connection
with this Report.

To the maximum extent permitted by law, all implied warranties and conditions in relation to the
services provided by GHD and the Report are excluded unless they are expressly stated to
apply in this Report.

The services undertaken by GHD in connection with preparing this Report:
o were limited by the data made available by ESC and Asciano in its enquiries;

The opinions, conclusions and any recommendations in this Report are based on assumptions
made by GHD when undertaking services and preparing the Report, including (but not limited
to):

e data provided by Asciano is an accurate representation of its Declared network
including configuration, maintenance activities and report & estimated costs

GHD expressly disclaims responsibility for any error in, or omission from, this Report arising from
or in connection with any of the Assumptions being incorrect.

Subject to the paragraphs in this section of the Report, the opinions, conclusions and any
recommendations in this Report are based on conditions encountered and information reviewed
at the time of preparation.
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1. Executive Summary
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GHD has undertaken a review of the maintenance and operations activities and costs
of Asciano in relation to the Declared network Asciano operates at South Dynon.

The review has focussed on the efficiency of the maintenance and operations practices
and costs and the reasonableness of the maintenance and operations costs presented
in Asciano’s application for approval of its voluntary Access Arrangement.

Asciano’s Access Arrangement includes 9 Reference Services and the assessment in
this report comments on each of these to the extent that maintenance and operations
costs affect the pricing.

Asciano’s application has included the elimination of some portions of the Reference
Services and others will extract the relevant costs from those derived in this analysis.

For the purposes of practicality, this analysis will focus on the “going rate” in the Inner
Melbourne district for services of this kind and compare directly with adjoining
contestable facilities that offer the same service.

Generally, Asciano’s proposed rates are efficient in that they compare well with similar
services provided in the Melbourne area with the exception of Reference Services 1b)
and 3).

Considering that Asciano’s proposed rates are simply escalated rates from previous
decisions of the Commission, Asciano’s rate for Loading and Unloading/Train Handling
service 1b) could now be expected to be lower because Asciano has withdrawn certain
elements of that service in its proposal. The rate should now reflect a closer match with
the shunting activities and therefore there is scope for a reduction.

Reference service 3), Dangerous Goods Management has been reviewed more
closely as there was considerable discrepancy between Asciano’s rate and that
provided as a “going rate” by the industry. We have concluded that the “going rate” is a
much better benchmark and that there are cogent reasons for the rate to be higher
than that proposed by Asciano.

Regulatory Review of Asciano 1
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2. Reference Services and Methodology
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2.1 Description

A description of the services proposed by Asciano is in included in their application as
follows:

2. Description of services
2.1 Reference services
Reference service 1 comprises two components:

(@) services provided on a one off basis which are necessary for the establishment
and ongoing provision of terminal services to the access seeker; and

(b) loading and unloading services provided to each train which arrives and departs
the terminal.

(@) One off services
The services which are provided on a one off basis are:

® the establishment of an IT system interface between the access seeker
and Pacific National; and

(i)  system set up services which are provided for by an Operator
Establishment Fee.

(b) Loading and unloading services in respect of trains of up to 1500
metres

In respect of trains of up to 1500 metres, these services comprise:

® shunting - Break up of trains on arrival of up to four shunts to place
onto loading roads or marshalling yard, removal of red cards and
marshalling of train for departure. The Access Holder can choose to
have either Pacific National provide locomotive(s) and crew for only
two of the four shunts (Option A) or for all four shunts (Option B)
provided for in this service.

(i) truck in-gate process - Process to collect customer booking
information, weigh the truck/trailer to obtain accurate container
weight, integration of electronic information, inventory management
of the container and notification by the Access Holder of the nature
and description of any Dangerous Goods (which must be provided
on arrival of the Dangerous Goods).

(i) unloading of train process - Unloading of containers from wagons
onto truck or onto ground, moving of containers to storage area.

(iv) loading of train process - Unloading containers from truck to
ground, load containers from ground to wagon in compliance with

Regulatory Review of Asciano 2
Maintenance and Pricing



31/28710/210091

the indicative load plan subject to the terms of the Terminal
Protocol.

(v) attaching and detaching locomotives - Coordination of the
detaching of locomotives on arrival and coordination of the
attaching of outgoing locomotives before departure. Locomotives
are to be crewed by the Access Holder.

(vi)  truck out-gate process - Completion of the truck visit to the terminal,
matching of release numbers to container numbers and integration
of electronic information for ending possession of the container.

(vii) ongoing administration related to the management of Access
Holder;

(viii) customer interface; and

(ix)  basic container storage - Provision of an allowance of storage time
for a container from time of arrival into the terminal till departure.
For outgoing containers by rail 12 hours and incoming containers
by rail 24 hours.

Reference service 2 comprises extended container storage beyond the allowance in
basic container storage.

Reference service 3 comprises dangerous goods management - Management of
dangerous goods in the terminal or on wagons in line with the Australian Dangerous
Goods Code.

Reference service 4 comprises locomotive storage - Provision of track space for
locomotives during the loading/unloading process.

Reference service 5 comprises wagon storage - Storage of any wagons not required
for the outgoing service or any lay-over sets in line with the Access Holder's timetable.

Reference service 6 comprises truck driver induction - Truck driver inductions for any
drivers not currently registered with Pacific National.

Reference service 7 comprises locomotive driver induction- Access Holder train driver
inductions, yard familiarisation and SIA procedures.

Reference service 8 comprises shunting in addition to that provided as part of
Reference Service 1, with the locomotive and crew either provided by the Access
Holder (Option A) or by Pacific National (Option B).

Reference service 9 comprises administration services if additional manual
administration is required by the access seeker.
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2.2 Methodology

Where possible we have sought industry benchmarks from a wide range of inner
Melbourne facilities that offer similar services to Asciano and made a direct
comparison with the rate proposed by Asciano. In deriving a “going rate” in this way we
have also recognised that the exact circumstances in which Asciano operates is not
duplicated precisely.

Where we have not been able to derive or observe a rate we have sought to inspect
the remaining costs reported by Asciano for the terminal as a whole and ascribe that
expenditure to the remaining components of the Reference Services.

Regulatory Review of Asciano 4
Maintenance and Pricing



3. Specific Service Benchmarks

In Table 1 we have addressed those services for which a “going rate” was available’,
commented on the circumstances of the “going rate” and compared that with Asciano’s
proposed rate. We have provided notes for each service that explains the derivation of

appropriate rates.

Table 1 “Going Rate” for Services

Service Asciano Going Rate Comment
proposed rate

1a) One off $94.07 $60-$70 plus on- Within acceptable

service costs for IT set up range. On costs at

28%

1(b) Loading and
unloading services

4 shunts at $308
labour, Shunt loco

“Going rate” includes
gating and short term

= Train
Processing $233.50 each shunt storage if necessary
Charge plus lift.
- OptionA?  $1,809.45/ train
Option B° All up “gate to gate”
] $2,074.26 / train
= TEU Handling $41 to $48 .rubber
Charge $49.95 tyred machine
2) Extended $42.06 per $80 to $150 per The “going rate”
container storage  container TEU shown is for non-

operational terminals
and therefore is
much higher than
expected in PN'’s
terminal

3) Dangerous
Goods
management

$22.13 per day

$150 to $250 per
TEU

Specific allocation of
area, safety
equipment ,
employee knowledge
and documentation

31/28710/210091

! From confidential sources, in and around Melbourne including container parks, stevedores and freight

forwarders

2 the loco is provided by the access holder and the prices will be subject to an additional adjustment

equal to the fuel adjustment amount.
3 the loco is provided by PN.
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Service

Asciano

proposed rate

Going Rate

Comment

4) Locomotive $2.16 per Equivalent Ceiling The VicTrack Ceiling
storage 100m/hr and Floor rates for  and Floor are the
VicTrack in North closest comparable
Dynon of $3.41 “going rate”,
$0.61 per 100m/hr*  converted from per
respectively VicTrack wagon day
rate.
5) Wagon storage  $2.16 per As for 4) As for 4)
100m/hr Locomotive storage
6) Truck driver $151.62 per Varies between 1 Terminal protocols
induction driver and 3 hours and procedures and
depending on size  drive through in
of terminal, at different directions
$65/hr plus on for different loads
costs, $83-$249
7) Locomotive $431.61 per Generally half day,  Drivers are required
driver induction driver at driver equiv rate  to “learn the roads”,
$105 including on-  and drive locos and
costs, 4 hours, learn safety protocols
$420
Administration PN requests deletion
data
management
8) Additional Option A: Shunt loco at (hire)  For 2 periods of 4
shunting $160.47 per $1400 per day plus  hours during peak
hour driver at $95/hr plus loading and
Option B: g;%l;;:ds plerson at ‘l‘JnI(.)adln? t:rpes,
$460.35 per rincl on gomg rate” is
costs. equivalent to $482
hour h
Option A $155/hr  PEFTf
Option B $622/hr
9) Manual $43 per hr $38 to $51 per hr Manifest compilation

administration

incl on costs

and documentation

31/28710/210091

Notes:

* VICTRACK ACCESS ARRANGEMENT DRAFT DECISION MAY 2012, Essential Services

Commission
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3.1 Reference Service 1la) — One off services (operator
establishment fee)

This service relates to establishing an operator on the various systems used by
Asciano for processing invoicing and other documentation. It relates in practice to data
input into an IT system as well as establishing communication protocols and includes
due diligence as to the bona fides of an operator and the operators safety procedures.

3.2 Reference Service 1b) — Loading and Unloading Services

This service is comprised of two sub-activities, the processing of the train and the
handling of the container.

Train processing means positioning the train in the correct location for the container
equipment to operate. This is achieved by shunting the train. Only tracks 1 and 3 can
accommodate normal® train lengths which means for most trains they need to be split’
for access to container unloading infrastructure.

Asciano provides two options; either for the train operator (Access Holder) to provide
the locomotive or for Asciano to provide the locomotive. Asciano have submitted that
four shunts is a requirement given the likelihood of needs. We agree that this is
reasonable because the disassembly and re-assembly of the train, together with the
probability of maintenance requirements, means that a number of movements® are
required.

A typical “shunt” will take half an hour and require 2 persons, a driver, and a
groundsman. Four shunts therefore will consume 4 man-hours and with drivers costs
approximately $95 per hour with on-costs and a grounds person of $60 per hour, total
labour of $308 per service.

In addition, locomotive costs for the shunts amount to $233.50 per shunt, comprising
locomotive hire® of $1400 per day with the locomotives working only 4 hours per day
due to the needs of the loading.

The TEU handling charge includes a “gate to gate” service and includes in-gating
where the truck driver is required to give details and documentation is required,
weighbridge, lifting of the container onto the truck from either the train or the stack
where it had previously been placed on short term relocation, and out-gating.

A typical one-off lift is priced at approximately $25 but this rarely occurs because the
freight forwarder is offered a package that includes the gating, temporary storage and
documentation.

® Taking various parts of the train to locations, both in disassembly on arrival and on re-assembly before
departure.

® Typically, for efficient interstate operations a train is 1200m to 1500m in length
" Wagons are uncoupled and the train is processed in halves or thirds
® Movement means the pushing or pulling of wagons from one track to the other

° Equivalent to ownership or lease costs with maintenance
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3.3 Reference Service 2 — Extended Container Storage

A “going rate” provides a commercial benchmark and as storage is not the terminal’s
primary source of revenue, the rate indicates the disruption extended storage creates,
and is estimated to be equivalent to twice as costly or half as efficient as handling a
container in transit. Single container lift rate is approximately $25 but this rarely occurs.
Twice this rate is $50 per container.

3.4 Reference Service 3 — Dangerous Goods Management

The November 2006 ESC Decision notes that at the time PN indicated that the
proposed fee was “to discourage the use of the service”, was “in addition to the general
storage charges” and that the ESC concluded that “it is unclear there are significant
additional costs imposed by dangerous goods.”. Consequently a $20 fee was set.

However our investigations reveal that there are significant additional costs. As the
containers cannot be stacked and need to be separated from others so that they can
be readily accessed, as well as the requirement to keep chemicals and equipment
nearby, as well as training of staff for handling the product in the event of an incident,
the “going rate” indicated by a range of container park operators is indicative of the
significant burden dangerous goods impose.

3.5 Reference Service 4 & 5 - Locomotive and Wagon Storage

In Section 4 of this report, we have estimated the annual maintenance costs for the
track infrastructure at $19,568 per equivalent km per year. As only 13 kms are
available for this activity, the other being turnout costs where locomotive and wagons
cannot occupy, the cost of providing this service is $64,724 per km per year.

On a per hour rate per 100m this equates to $1.02 on a full utilisation basis, 24 hours
per day, every day. Only selected hours in the day would in practice to be used for this
activity since trains generally arrive and depart at either end of the working day, early
morning or late afternoon and in other times the locomotives would be in the
maintenance facilities and the wagons would not be in the terminal during the night.

This rate falls within the ceiling and floor benchmark derived for the VicTrack
infrastructure and in considering the utilisation that would occur in practice, a rate two
or three times the floor would apply in practice.

3.6 Reference Services 6 — Truck Driver Induction

Truck driver induction is disruptive to the operation of the terminal because it usually
occurs in single lots, and the supervision is usually concerned with the operation of the
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terminal. The activity consists of classroom instruction of the protocols used in the
terminal, especially with regard to emergency procedures in the case of an incident,
and field supervision as the driver is familiarised with the layout and operation of the
terminal.

There is considerable variation in the induction period depending on earlier
familiarisation, certification in other similar terminals and the size of the layout and
complexity of adjoining roads and intersections. Hence we observe a large variation in
“going rate”.

3.7 Reference Service 7 — Locomotive Driver Induction

This activity has an extensive list of sub-tasks because a locomotive driver must learn
the spatial layout of the terminal and the operational protocols associated with the
truck, crane and container operation.

In shunting, locomotive drivers are ultimately responsible for the safety of persons in
and around the train and these can include maintenance personnel, container crane
assistants, shunters and truck drivers.

The induction occurs over a half day period with classroom instruction and field
practice in the presence of a supervisor.

3.8 Reference Service 8 — Additional Shunting

Where shunting is required in addition to that which would normally occur, as with
extensive breakdowns or wagon repositioning for particular reasons such as load
planning, further shunts require crew, groundspersons and locomotives.

Two options are suggested by Asciano, with the locomotive and crew either provided
by the Access Holder (Option A) or by Pacific National (Option B). In either case, PN is
required to provide a ground crew.

Where the access holder provides the locomotive and crew, it is reasonable for
Asciano to provide for 2 ground persons because of the need for familiarity with
positioning. Thus for Option A it is expected the cost will be approximately $120 per
hour.

Where the locomotive and crew, and grounds persons are provided by Asciano, there
will be the locomotive crew (one person) at $95 per hour, the locomotive at $467 per
hour as we saw in Reference Service 1b) and the grounds person at $60 per hour,
total $622 per hour.
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3.9 Reference Service 9 — Manual Administration

In this activity the administration associated with the entry and exit of the truck, its load
and its tare are documented by way of a manifest that is used subsequently in train
load planning for incoming containers and for security reasons for outgoing containers.

Freight forwarders and customers alike are increasingly looking for transparency with
regard to the location and timing of “their” container since the efficiency of the supply
chain activities downstream and upstream rely on that information.

Regulatory Review of Asciano 10
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We observe that the Asciano South Dynon facility is a similar configuration to the North
Dynon and South Dynon Loco areas of VicTrack in that they are characterised by a
large number of turnouts in a relatively small area and length of plain track.

In the VicTrack configuration there were 137 turnouts and 21.3km track, a ratio of
approximately 6 to 1.

In the Asciano South Dynon facility there is an estimated'® 13kms track and 40
turnouts™, a ratio of approximately 3 to 1. This is still a very concentrated area for
equipment requiring high degrees of incremental cost. In addition, in Asciano’s South
Dynon, the proximity of road vehicles and pavement to many of the turnouts
exacerbates maintenance effort in comparison to VicTrack’s assets.

It is also apparent from both the volume throughput and the size of the trains managed
on the Asciano site that the turnouts receive a much greater degree of loading on a per
turnout basis.

The cost ranges, ceiling to floor, of VicTrack’s estimate for maintenance cost is a
useful benchmark therefore for the costs associated with train occupation. A bottom up
analysis will also be useful.

4.1 Benchmark Track Maintenance Analysis

The configuration of the terminal area subject*” to the Reference pricing is 13km plain
track and 40 turnouts. A commonly used equivalent for turnout maintenance activity
effort is that one turnout is equivalent to 0.5km of plain track. This equivalence was
used in the VicTrack Regulatory regime analysis. However, the turnouts in Asciano’s
area are subject to more intense activity and with long trains are subject to greater
loads. For the purpose of this analysis an equivalence of 0.75 km plain track will be
used. This is 50% higher than VicTrack’s track.

On this basis the equivalent length of track is approximately 43kms.

Asciano reports that the actual expenditure on the track was $841,414" implying an
expenditure of $19,568 per equivalent track km.

4.2 Track Maintenance Efficiency

In comparison with other unit costs™ this is not irregular. Typical track maintenance
costs vary between $10,000 per km per year to $60,000 per km per year depending on

1% Info to ESC 300412.xIsx (Confidential) supplied by Asciano

" Not now including the maintenance area for which Asciano is now not offering maintenance services
'2 Some areas, such as maintenance facilities are not subject to pricing

'3 Cost codes 35910 and 35911

* ERA of WA Final Determination on WestNet Rail's Proposed Floor and Ceiling Costs for 2009-10, P 44-47
for the lower estimate and QCA'’s Final Approval, Queensland Rail's Draft Amending Access Undertaking -
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traffic levels and types. In the Asciano South Dynon situation, as most maintenance
effort is directed at turnouts, and these are mechanical with frequent movement, the
unit cost incurred by Asciano is not unreasonable.

Those costs therefore, are efficient particularly in the context that maintenance is
carried out under sub-contract where competitive prices have been obtained"® and that
the unit rates reported by Asciano are within industry norms.

Take or Pay 28 October 2011, ESC Victoria's V/ILINE PROPOSED ACCESS, ARRANGEMENT — DRAFT
DECISION, MAY 2009, Table 3.3

'3 Discussions with Asciano 27" April 2012
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