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Introduction
The Tasmanian Government, the Federal Government and Pacific National
recently agreed new arrangements relating to the funding, ownership and
operation of the Tasmanian railway network.
Under these new arrangements, the State of Tasmania has acquired from Pacific
National Tasmania the railway infrastructure (rail tracks and associated below rail
assets such as terminals and yards) for all line segments other than the Melba
line. This railway infrastructure is located on Crown land previously leased to
Pacific National Tasmania. A description of the line segments that comprise the
Tasmanian railway network and the Melba line is contained in section 2.11.
The new arrangements include the appointment of Pacific National Tasmania as
the operator of the Tasmanian railway network under a management and
maintenance deed which imposes specific reporting requirements and other
obligations, discussed in section 10. Pacific National Tasmania will also continue
to provide above rail services on the network.
The Federal Government will provide, via the Auslink program, funding of $78
million for capital works to upgrade the Tasmanian railway network and the
Tasmanian Government will provide annual funding of $4 million for maintenance.
Both Governments expect that the benefit of the improved infrastructure will be
available to all rail operators wishing to use the Tasmanian railway network and
will be passed on to end customers via above rail competition on the network.
Accordingly, as part of the new arrangements, the Tasmanian Government, as the
new owner of the network, has established access fees that will facilitate a
competitive rail sector and imposed on the network operator a contractual
obligation to allow accredited rail operators non-discriminatory access to the
Tasmanian railway network as described more fully in section 11.
Given the nature of the Tasmanian railway network and the range of uses for
which rail operators may wish to gain access, the network operator will need to
negotiate specific train path arrangements with each accredited rail operator
based on that operator’s actual requirements in order to maximise the utility of
the network for all users.

1

For the purposes of this application, references to the Tasmanian railway network or the
Tasmanian network do not include the Melba line. Declaration is not sought in relation to
the Melba line.
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The Tasmanian Government is now seeking a declaration in respect of the
Tasmanian railway network under Part IIIA in order to provide third party rail
operators with the right to negotiate access and to allow the Australian
Competition and Consumer Commission (ACCC) to arbitrate access disputes
relating to the Tasmanian railway network.
In preparing this application, the structure of the current template published by
the National Competition Council (NCC) has been followed wherever appropriate.
However, given the specific circumstances of this application, some aspects of the
template are not applicable.
1. Applicant Details
1.1.

The applicant

The applicant is:
Department of Infrastructure, Energy and Resources (DIER)
RAIL UNIT
Scott Dobie
General Manager
1.2.

The applicant’s representative

The applicant’s representative for correspondence relating to this application is:
Philip Petersen
Assistant Director Intermodal and Rail
Email: philip.petersen@dier.tas.gov.au
1.3.

Contact details

Contact details for the Rail Unit of DIER are as follows:
Department of Infrastructure, Energy and Resources
RAIL UNIT
6 Salamanca Place
Hobart Tas 7000
Fax (03) 6233 9688
2. The Service
2.1.

The relevant service for the purposes of this application

The Tasmanian railway network is shown in Attachment 1.
following line segments:
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 the Bell Bay line (being the railway line of approximately 57km running from
the Western Junction2 to Bell Bay);
 the Derwent Valley line (being the railway line of approximately 71km
running from Bridgewater to Maydena);
 the Fingal line (being the railway line of approximately 55km running from
Conara Junction to Fingal Coal Washery);
 the South line (being the railway line of approximately 199km running from
the Hobart Rail Yard to the Western Junction);
 the North-East line (being the railway line of approximately 73km running
from Coldwater Creek to Tonganah);
 the Western line (being the railway line of approximately 78km running from
Western Junction to Wiltshire); and
 the Zinc Works line (being the railway line of approximately 3km running
from Derwent Park to Risdon); and
 the Melba line (being the railway line of approximately 130km running from
Burnie to Melba Flats).
The “service” in respect of which this declaration application is brought consists of
the use of the rail tracks and associated infrastructure relating to each of the line
segments described above, other than the Melba line, for the purpose of operating
a rail service on the Tasmanian network.
Operation of a rail service includes, without limitation, loading and unloading
freight, making up trains, shunting and other activities necessary for the efficient
haulage of freight by rail.
3. The Facility
3.1.

The relevant facility for the purposes of this application

The “facility” that is used to provide the service includes:
(a)

the infrastructure that comprises the Tasmanian railway network consisting
of rail lines, crossing loops, sleepers ballast, cuttings, tunnels,
embankments, bridges, culverts, wharves, fastenings, points, poles, pylons,
structures and supports, signalling equipment, overhead lines, platforms,
railway stations, freight sheds and associated buildings (excluding
terminals), workshops, electrical substations, train communications
systems, plant, machinery and other fixed equipment and

(b)

the rail terminals at Burnie, Devonport, Launceston and Hobart.

2

Measurements of distance sometimes refer to the Tamar Junction but the appropriate
intersection for the network descriptions used in this application is the Western Junction.
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The facility does not include the workshops and administration facility at Tamar
Junction owned by Pacific National Tasmania.
4. The Service Provider
Section 44D provides that, where the “provider” is a State body, the relevant
decision maker is the State Premier, otherwise the decision maker will be the
Commonwealth Treasurer. The “provider” is defined in section 44B to mean the
entity that is the owner or operator of the facility.
In this instance, the owner of the facility is a State body that has engaged a
private company to operate the facility. Both entities have a role in relation to
access. The owner is responsible for fundamental decisions about access, such as
the policy of non-discriminatory access to accredited rail operators, access fees
and the prioritisation of uses (freight, works and then other uses). The operator
has limited discretion with respect to access, being responsible for scheduling
train paths in a manner that maximises the utility of the network for all its users.
Section 44B does not expressly specify which of these two entities is the
“provider” for the purposes of section 44D in such circumstances.
Accordingly, having regard to the fact that fundamental decisions about access
are set by the owner and the operator has limited discretion with respect to
access, the Tasmanian Government understands that, for the purposes of
declaration, the facility owner is the appropriate provider in these circumstances.
The decision maker is therefore the Tasmanian Premier.
It is noted that nothing turns on whether, for the purposes of declaration, the
provider is the facility owner or operator.
In terms of the substantive criteria for declaration in section 44G(2) and section
44H(4), neither of those provisions mentions the provider or directs any inquiry as
to the provider or its business interests.
In terms of the declaration process, section 44F(2)(a) simply requires the NCC to
tell the provider that it has received an application unless the provider is the
applicant. In that regard, it is noted that the Rail Management and Maintenance
Deed expressly anticipates this application (see section 10).
Finally, declaration by the Tasmanian Premier would not preclude Pacific National
Tasmania (or any subsequent operator of the network) being the relevant
“provider” for the purposes of an access dispute arbitration by the ACCC under
Division 3 of Part IIIA should a rail operator experience delay or difficulty
obtaining train paths.
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5. History of Access
5.1.

History of the Tasmanian Railway network

The Tasmanian railway network is primarily a freight system linking industry and
ports (shown in Attachment 1). The network was originally owned and operated
by Tasrail Pty Ltd, a subsidiary of the Commonwealth Government owned
Australian National Railways.
In 1997 the Commonwealth sold Tasrail to Australian Transport Network (a
partnership of Tranzrail and Wisconsin Central Railways) and the Tasmanian
Government granted to Tasrail a 50 year lease of the Crown land on which the
Tasmanian railway network is situated.
Australian Transport Network also
acquired the Emu Bay Railway which operated a private rail line (referred to in
this application as the Melba line).
Tasrail was acquired by Pacific National in 2004 and changed its name to Pacific
National Tasmania.
Under the 1997 lease, Tasrail was granted the exclusive right to use and occupy
the land relating to the railway network but owned the infrastructure situated on
that land, which it was obliged to maintain at its own cost.
The 1997 lease contained an agreement by Tasrail to grant reasonable access to
third parties.
The only operators who have historically sought access to the
network have been small tourist railway operators.
There are no third party rail operators currently operating on the Tasmanian
railway network.
5.2.

The Tasmanian Rail Rescue Package

In October 2005, Pacific National Tasmania announced that it would cease freight
rail services in Tasmania (other than for cement from Railton 22km to Devonport
and minerals on the Melba line) unless financial assistance was provided by the
Federal and Tasmanian Governments to upgrade the network.
Analysis undertaken by the Tasmanian Government assessed that the forced shift
of freight from rail to road in Tasmania as a result of rail services ceasing to be
available would have resulted in: additional direct costs of more than $17 million
per annum to the Tasmanian businesses that rely on rail; externalities3 of more
than $6 million per annum; and additional road maintenance costs of over $1
million per annum4.

3

accident costs, air pollution, greenhouse gas emissions, noise and water pollution

4

Maunsell Aecom, Confidential Report to the Tasmanian Government Nov 2005,
“Assessment of the Financial and Economic Impacts from the Transfer of Freight from Rail
to Road”.
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In December 2005, the Federal Government and the Tasmanian Government
announced an agreed funding package that involved:
 the acquisition of the railway infrastructure by the Tasmanian Government for
$1 and the termination of the 1997 lease:
 the Commonwealth providing Auslink funding of $78 million over 10 years for
capital works to upgrade the network;
 the Tasmanian Government providing $4 million (indexed) per annum over 10
years for maintenance of the network; and
 Pacific National Tasmania investing $38 million over 8 years on locomotives
and rolling stock for its Tasmanian rail service.
Details about the contractual arrangements between the Tasmanian Government
and Pacific National Tasmania are set out in section 10.
6. Interested Parties
Given the specific circumstances of this application, there are no particular parties
who would be considered to be ‘interested parties’ above and beyond the general
public interest.
7. Jurisdiction
The service does not include the supply of goods, the use of intellectual property
or the use of a production process.
8. The Declaration Criteria
8.1.

Criterion (a) - That access (or increased access) would promote a
material increase in competition

Criterion (a) in section 44G(2) requires that access (or increased access) to the
service would promote a material increase in competition in at least one market
other than the market for the service.
This involves an assessment of the nexus between access to the service and
competition in an upstream or downstream market.
In this instance the key downstream market is the market for the provision of
linehaul services on the Tasmanian narrow gauge network. Other markets might
also be relevant, depending on the purpose for which rail operators might seek
access, for example the market for the provision of freight forwarding or logistics
services to end customers.
The functional distinction between below rail and above rail services is well
recognised.
In the 2006 Fortescue matter, the NCC commented that:
“Applying the ‘asset specificity’ test, it is clear that the assets required to
provide track services (railway track, sidings, switching gear, signals,
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scheduling services, rail maintenance services) are distinct from those
required to provide haulage services (locomotives, ore cars, fuel facilities,
rolling stock maintenance services).” 5
This functional distinction was accepted without contention in the 2006 Acacia
Ridge case (Pacific National v Queensland Rail). Both economic experts in the
Acacia Ridge case agreed there was a clear functional separation between rail
infrastructure and rail linehaul markets:
“Mr Ergas points to “the distinct functional separation” between rail
infrastructure markets and rail linehaul markets. He considers that there is
a product market for the supply of two categories of rail infrastructure,
namely narrow gauge rail infrastructure services and standard gauge rail
infrastructure services. These are separate from the downstream markets
for the provision of rail linehaul services on narrow gauge and standard
gauge tracks.” 6
“Mrs Smith agrees that there are separate rail infrastructure markets for
narrow gauge, on the north coast, and standard gauge to the border and
beyond. She agrees that the downstream markets for the provision of rail
linehaul are separate from the infrastructure markets.” 7
The Federal Court also accepted that road is not a close substitute for the logistics
providers who acquire rail linehaul services:
“The primary customers of rail linehaul services are freight forwarders who
provide transport to businesses that generate freight. They make significant
investment in assets specifically for rail transport, including containers and
technology. These sunk costs make it harder for them to switch to road in
the face of a small but significant price increase in rail freight rates.
Mr Ergas and Mrs Smith agreed that road and rail are not close substitutes
from the perspective of freight forwarders.” 8
As discussed in section 9.1, rail plays an important role in Tasmanian supply
chains especially in relation to freight moving to / from Tasmania’s three northern
ports. Businesses make investment decisions in Tasmania based on using rail and
as noted in section 5.2 road is not an efficient alternative.
In Tasmania, there has been no above rail competition in freight rail services to
date and only limited access applications for small tourist railway operations.
5

NCC 2006, Final recommendation: Fortescue Metals Group Ltd, application for
declaration of a service provided by the Mt Newman railway line under section 44F(1) of
the Trade Practices Act 1974, paragraph 7.118.
6

Pacific National v Queensland Rail [2006] FCA 91 at paragraph 941.

7

Pacific National v Queensland Rail [2006] FCA 91 at paragraph 942.

8

Pacific National v Queensland Rail [2006] FCA 91 at paragraph 960-961.
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However, as the Full Federal Court in Sydney Airport9 explained, it is not
necessary to conduct a factual analysis of whether or not access has historically
been provided and on what terms; the relevant inquiry is the comparison between
access and no access or limited access and increased access10.
In the Acacia Ridge case, the Federal Court commented that:
“Rail infrastructure is an input into the delivery of downstream services
including rail freight by rail operators.” 11
It is clear that access to the Tasmanian railway network is an essential input,
necessary to permit effective competition in the downstream market for the
provision of rail linehaul services in Tasmania, and also the downstream market
for the provision of freight forwarding or logistics services to / from or within
Tasmania.
Accordingly, access (or increased access) to the Tasmanian railway network would
promote a material increase in above rail competition and the provision of freight
forwarding or logistics services to / from or within Tasmania.
Criterion (a) is satisfied.
8.2.

Criterion (b) – That it would be uneconomical to develop another
facility to provide the service

Criterion (b) in section 44G(2) requires that it would be uneconomical for anyone
to develop another facility to provide the service.
This involves an assessment of whether a single facility can serve the range of
reasonably foreseeable demand for the service to which access is sought at a
lower social cost than two or more facilities12.
Accordingly, criterion (b) is taken to limit declaration to the services of facilities
with natural monopoly characteristics. The natural monopoly characteristics of
rail infrastructure are well recognised.
The 2003 BTRE Report on rail infrastructure pricing explained the characteristics
of rail infrastructure as follows:

9

Sydney Airport Corporation v Australian Competition Tribunal [2006] FCAFC 146 at
paragraph 84.

10

Sydney Airport Corporation v Australian Competition Tribunal [2006] FCAFC 146 at
paragraph 81
11

Pacific National v Queensland Rail [2006] FCA 91 at paragraph 936.

12

Duke Eastern Gas Pipeline Pty Ltd [2001] ACompT 2; Application by Services Sydney
Pty Limited [2005] ACompT 7.
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“Generally, there is lumpiness in track capacity provision. Capacity supplied
is often large relative to the demand for conveyance. As track utilisation
increases, large overhead capital costs can be spread across traffic.
Consequently, average unit costs decline over a wide output range with the
result that unit costs of a single infrastructure provider are typically lower
than two or more providers. Thus, most rail provision is perceived to be
‘natural monopolies’. Nevertheless, even with just one provider, the
minimum capacity that can be supplied may be very large relative to
demand for freight.” 13
As discussed in section 9.2, based on the measurement of rail freight volumes in
2002/03, current rail freight volumes on the Tasmanian network are below the
level that would represent an efficient usage of rail in Tasmania due to locomotive
unavailability and underinvestment in infrastructure.
It is the expectation of the Tasmanian Government that, with the investment
being made in the network by the Federal and Tasmanian Governments and the
investment being made by Pacific National Tasmania in locomotives and rolling
stock, freight volumes will increase back to 2003/04 levels and grow beyond that.
Estimates as to future rail freight volumes are set out in Attachment 3 and the
forecast increased train movements based on these volumes are illustrated in
Attachment 5.
There is significant unused capacity on the Tasmanian network, as discussed in
section 9.3. The present capacity of the network is sufficient to accommodate the
estimated future rail freight volumes and forecast train movements until the
foreseeable future.
Criterion (b) is satisfied.
8.3.

Criterion (c) – That the facility is of national significance

Criterion (c) in section 44G(2) requires that the facility is of national significance,
having regard to (i) the size of the facility; or (ii) the importance of the facility to
constitutional trade or commerce: or (iii) the importance of the facility to the
national economy.
The term “constitutional trade or commerce” is defined to include trade or
commerce among States or between Australia and places outside Australia. Thus,
a State rail network that carried freight whose origin or destination lay outside the
State would be important to “constitutional trade or commerce”.
As illustrated in section 9.1, much of the freight carried on the Tasmanian railway
network has an origin or destination outside Tasmania.
Criterion (c) is satisfied.

13

BTRE 2003, Rail Infrastructure Pricing: Principles and Practice. Report 109 at page xiv
and in more detail at page 23-24.
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8.4.

Criterion (d) – That access can be provided without undue risk to
human health or safety

Criterion (d) in section 44G(2) requires that access to the service can be provided
without undue risk to human health or safety.
This is essentially a threshold assessment for the purposes of declaration as
specific safety issues associated with actual access would be taken into account in
any arbitration.
All rail operators are required to be accredited under the Tasmanian Rail Safety
Act 1997 and the Rail Safety Regulations 1999. Access therefore can be provided
without undue risk to human health or safety.
Criterion (d) is satisfied.
8.5.

Criterion (e) – That access is not already the subject of an effective
access regime

Criterion (e) in section 44G(2) requires that access to the service is not already
the subject of an effective access regime.
An ‘effective’ access regime is essentially a State access regime that complies
with the Competition Principles Agreement. Access to the Tasmanian railway
network is not already the subject of an effective access regime.
Criterion (e) is satisfied.
8.6.

Criterion (f) – That access (or increased access) would not be
contrary to the public interest

Criterion (f) in section 44G(2) requires that access (or increased access) to the
service would not be contrary to the public interest.
It is in the public interest for access to the Tasmanian railway network to be
covered by Part IIIA as part of the arrangements implementing the rail rescue
package.
The objective of these arrangements is to remove / minimise
impediments to investing public money in rail infrastructure quickly and where
needed and to facilitate private investment in above rail assets, supply chain
solutions and the Tasmanian economy. Declaration is an important aspect of
these arrangements.
Criterion (f) is satisfied.
9. Information about Rail Freight in Tasmania
9.1.

The Supply Chains for Tasmanian Rail Freight

Rail plays an important role in Tasmanian supply chains and businesses invest in
their supply chains with rail in mind.
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The following table shows the main freight volumes carried by Tasrail in 2002/03
from a report commissioned by the Tasmanian Government from Tasrail’s then
owner Australian Transport Network. These top ten commodities accounted for
3,177,883 tonnes out of Tasrail’s total task of 3,205,431 (99%).
Since 2002/2003 there has been a significant increase in the volume of
concentrates carried on the Melba line (currently estimated at 700,000-800,000
tonnes) and a significant decrease in containers (currently estimated at 240,000400,000 tonnes). The decrease in containerised (intermodal) freight is related to
the lack of investment in the network. Accordingly, the Tasmanian Government
believes that the 2002/2003 intermodal freight volume is a more reliable
reflection of efficient rail usage assuming appropriate capital and maintenance
expenditure.
Table 1: Tasrail’s Top Ten Commodities – Origin and Destination 2002/03
Rank

Commodity

Tonnes
p.a.
1,096,563
768,855
321,322

1
2
3

Cement
Containers
Concentrates

4

Coal

310,314

5

Newsprint

299,899

6

Logs

208,429

7

Paper Pulp

99,169

8

Timber

46,327

Gypsum -Bulk
Fertiliser

14,815
12,189

9
10

Origin

Destination

Railton ex Plant
Various
Melba/Primrose loading
facility
Fingal ex mine stock
pile direct to plant
stock pile
Boyer ex mill store to
wharf

Devonport Silo
Ports
Burnie Concentrates
facility
Railton
Burnie
Boyer
Burnie
Bell Bay
Boyer
Boyer
Bell Bay
Tasmanian Board
Mill

Fingal
Wiltshire
Austins Ferry, direct
from log yards to
facility log yards
Burnie ex wharf direct
to paper machine
Lings Siding
Tonganah to wharf
Hobart
Hobart

Boyer
Devonport
Devonport
Burnie
Devonport

The allocation of these volumes to line sections is illustrated in Attachment 2.
As is apparent, much of the freight carried by rail in Tasmania is export / import
freight via Tasmania’s three northern ports. For example, 100% of the cement
traffic is destined for the mainland, as well as around 97% of the newsprint14 and
around 50% of the concentrates.

14

In its 16 June 2006 submission to the Productivity Commission’s Tasmanian Freight
Subsidy Arrangements Inquiry, Norske Skog stated that its Boyer mill “is a significant
contributor to the Tasmanian and Australian economies, with annual production of around
295,000 tonnes. This represents about 40% of the newsprint and related grades used in
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Freight movements through the northern ports are mainly domestic export to the
mainland (serviced by the Toll and Patrick15 shipping operations) and international
export (serviced by ANL shipping).
The sea leg of these export movements creates a more complex supply chain and
necessitates the use of assets (such as shipping containers) that are more
efficiently utilised in sea and rail transport than in road transport, changing the
economics of Tasmanian supply chains.
The Productivity Commission’s 2006 draft report on Tasmanian Freight Subsidy
Arrangements cites an example comparing intermodal transfers from Tasmania to
the mainland with an equivalent land-only freight task on the mainland16 which
shows the additional impact of container handling compared with simply loading
freight onto a B-double truck for direct road transport from origin to destination.
9.2.

Current and Projected Tasmanian Rail Freight Volumes

The following table shows freight volumes in 2002/03 from the report
commissioned from Tasrail’s then owner Australian Transport Network referred to
above.
Table 2: Freight Volumes by Commodity 2002/03
Commodity
Cement (bulk)
Containers (intermodal)
Concentrates (bulk)
Coal (bulk)
Newsprint (intermodal)
Logs (bulk)
Paper Pulp (intermodal)
Timber (intermodal)
Other
TOTAL

Major Clients
Cement Australia
Toll, Patrick, Others
Pasminco, Copper Mines
of Tasmania
Cement Australia
Smart Logistics
Lloyds North
Smart Logistics
Various
Various

Tonnes
1,096,563
768,855
321,322

NTK
24,538,448
191,345,381
37,279,209

310,314
299,899
208,429
99,169
46,327
54,553
3,205,431

62,920,094
117,536,073
54,809,885
38,695,881
9,712,333
11,664,498
548,501,802

These volumes continued through to mid 2004 when freight volumes began to
drop as a result of locomotive unavailability. Since mid 2004, freight volumes
have continued to be affected by underinvestment. It is the expectation of the
Tasmanian Government that, with the investment being made in the network by
the Federal and Tasmanian Governments and the investment being made by

Australia each year. 97% of this production is transported to mainland Australian
customers” (at p4). http://www.pc.gov.au/inquiry/tasfreight/subs/sub024.pdf
15

Pursuant to undertakings given to the ACCC, Toll has agreed to sell the Patrick Bass
Strait shipping business to a consortium led by Devonport transport owner Chas Kelly:
Toll media release 7 February 2007 and ACCC media release 8 March 2007 (MR 065/07)
16

at p31 http://www.pc.gov.au/inquiry/tasfreight/draftreport/tasfreight.pdf
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Pacific National Tasmania in locomotives and rolling stock, freight volumes will
increase back to 2003/04 levels and grow beyond that.
Tables 3 and 4 contained in Attachment 3 show the Tasmanian Government’s
estimates as to future freight volumes by commodity, based on extensive industry
consultation as to contestable freight not carried by rail at the time of the 2003
analysis and possible future industrial development in Tasmania.
9.3.

Capacity of the Tasmanian Railway network and Planned Upgrades
to the Network

The Tasmanian railway network operates with a relatively low volume of train
operations compared to other rail networks in Australia, meaning that there is
significant unused capacity.
A single track mainline on the Tasmanian network could typically be expected to
accommodate 20 plus trains per day in two directions17 but, as illustrated in
Attachment 4 using the 2002/03 Tasrail data, actual train movements have been
less than 6 trains per day on most lines (the exception being the cement traffic
between Railton and Devonport).
Attachment 5 illustrates the forecast increased train movements estimated by the
Tasmanian Government18.
There is sufficient capacity to accommodate these forecast train movements until
the foreseeable future. It will be the responsibility of the network operator to
manage conflicting priorities for prime departure times which can cause
congestion at certain times of day and to prioritise paths for different types of
freight (depending on the characteristics of the relevant freight task) so that
trains carrying lower priority (less time sensitive) freight can be placed into
sidings or crossing loops to allow higher priority (more time critical) freight to flow
through the network, while maximising use of the network.
Given the historical lack of investment in the Tasmanian railway network over the
past 40 years, the following upgrades are likely to be required prior to 2020,
based on the forecast of freight rail demand in tables 3 and 4, and to
accommodate the significant changes to modern supply chains over that period19.
 Reopen the Risdon branch line to the zinc smelter to allow containerised zinc
and concentrate traffics.
 Provide a new container terminal in the Hobart area, nominally at Bridgewater
to improve the efficiency of intermodal transfers and avoid the
congestion/short track issues associated with the existing Hobart terminal.

17

Maunsell Australia, Confidential Report to the Tasmanian Government May 2004,
“Analysis of Tasmania’s Freight Task”.

18

Maunsell Australia, Confidential Report May 2004 – see note 17.

19

Maunsell Australia, Confidential Report May 2004 – see note 17.
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 Major congestion is anticipated on the Southern line between Bridgewater and
Conara Junction between 1500hrs and 0500hrs as a result of trains travelling
in each direction needing to pass each other. As a result 1200m long crossing
loops will be required at Tea Tree, Colebrook, Parattah, and Tunbridge at a
minimum. It is also recommended that two additional loops be provided in this
section to provide operational flexibility and help to deal with out of course
operations and daily changes to the train program.
 There are a minimal number of train crosses forecast for the track between
Conara and Burnie as a result of the ‘flighting’ of trains with most southbound
moves occurring in the evening and most northbound moves occurring during
the morning. This reflects a customer preference towards overnight delivery. It
is considered that it will be desirable to have one crossing loop between
Western Junction and Deloraine to deal with an interface period when the
dominant direction of flow is changing, and another between Railton and
Devonport to provide better scheduling options around the cement train
operations.
 Upgraded yard, siding and container unloading facilities will be required at
Devonport, Burnie and Bell Bay to handle longer trains and the increased
volumes of containerised traffic.
 A new connection is required at Hampshire to provide rail access to the
woodchip mill.
 Reopen the Wiltshire line on the back of new demand for log traffic.
 The growth in log traffic will be handled substantially through existing rail
sidings but it is envisaged that an additional siding may be required between
each of the Rosebery to Hampshire, Western Junction to Deloraine, and the
Fingal to Conara Junction sections.
10.

The Contractual Arrangements with Pacific National Tasmania

On 1 January 2007 the Tasmanian Government acquired the Tasmanian railway
network infrastructure from Pacific National and the Rail Management and
Maintenance Deed signed with Pacific National Tasmania on 23 December 2006
became effective20.
Under the Rail Management and Maintenance Deed, Pacific National Tasmania will
operate the Tasmanian railway network and will continue to provide a freight rail
service in Tasmania. Pacific National Tasmania may, if certain trigger events
occur, cease freight rail services but would be obliged to continue to manage and
maintain the railway network in such circumstances.
Pacific National’s responsibilities as network operator include the following:

20

For further information on these agreements, please contact the DIER Rail Unit..
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access – provision of access within the parameters set by the Tasmanian
Government, as discussed in section 11, principally the allocation of train paths
and management of day to day train path conflicts / congestion.
train control and network planning – provision of rail network control and
network planning to enable the safe movement of trains and rolling stock on the
network and the planning of train paths.
maintenance – planning, managing and undertaking maintenance.
reporting – undertaking a full condition assessment of the network every 6
months, preparation of annual maintenance programs and budgets, and monthly
reporting on detailed maintenance costs by line item for each line segment within
the network.
KPIs – attainment of agreed key performance indicators.
The Rail Management and Maintenance Deed also provides that the Tasmanian
Government will seek a declaration in respect of the railway network and
terminals owned by the Tasmanian Government. Pacific National Tasmania has
acknowledged that the criteria for declaration under Part IIIA are satisfied in
relation to the Tasmanian Government owned railway network and terminals and
has agreed not to oppose any such declaration.
This application does not seek any declaration with respect to the privately owned
Melba line (described in section 2.1).
However, nothing in the arrangements agreed between the Tasmanian
Government and Pacific National Tasmania operates to prevent third parties from
seeking a declaration with respect to the Melba line under Part IIIA, should they
wish to do so, nor do those arrangements preclude Pacific National Tasmania from
voluntarily lodging an access undertaking with the ACCC in relation to the Melba
line, should it wish to do so.
11.

Information about Access to the Tasmanian Railway Network

11.1. Principles for Access by the Tasmanian Government
The intent of the Tasmanian Government, as owner of the Tasmanian railway
network, is that all accredited rail operators should be able to share the capacity
of the upgraded Tasmanian railway network.
Given the nature of the Tasmanian railway network and the range of uses for
which rail operators may wish to gain access, specific train path arrangements for
each individual rail operator will need to be negotiated with the network operator
based on that rail operator’s actual requirements.
To that end, under the Rail Management and Maintenance Deed, Pacific National
Tasmania, in its role as network operator, is obliged to provide access to the
railway network to accredited third party rail operators on terms that are no more
discriminatory than the terms on which Pacific National Tasmania’s own rail
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operations use the network other than as to access fees and charges (described
further in section 11.3) and subject to the prioritisation of use described in section
11.2.
11.2. The Role of Pacific National Tasmania in Access
A rail operator seeking access to the Tasmanian railway network will need to
approach Pacific National Tasmania as the network operator to obtain train paths
suitable for its requirements.
Often trains wish to arrive or depart at the same time creating conflicts between
rail operators. Pacific National Tasmania, as network operator, is required under
the Rail Management and Maintenance Deed to manage the resolution of conflicts
between the requirements of different rail operators (including its own rail
operations) in good faith and in a manner that maximises the utility of the railway
network for its users, which includes giving priority to the following categories of
use (in the order listed):
(a)
(b)
(c)

freight;
works; and
other users.

11.3. Access Fees set by the Tasmanian Government
The table below sets out the indicative line segment access charges for third party
operators on a per service (ie per train) basis for year 1 of the current 10 year
maintenance program agreed between the Tasmanian Government and Pacific
National Tasmania based on budgeted costs and the 2004 level of rail services
operated.
As will be apparent, Tasmanian access fees will be substantially lower than access
charges in any part of Australia.
This is because the Tasmanian Government has made a policy decision not to
charge for maintenance and capital, so these charges reflect only the network
operator’s costs and a small overhead component. The rationale for this is that
the objective of Government ownership and funding of capital works and
maintenance is to revive the infrastructure and increase the use of the railway
network.
Table 5: Indicative Access Charges Year 1
Burnie to Devonport
Devonport to Western Junction
Western Junction to Bell Bay
Western Junction to Hobart
Fingal line
Boyer line

$204.06
$191.64
$203.02
$222.33
$223.62
$191.31

The average fee is around $201.32 per service for year 1 based on Pacific National
Tasmania’s budgeted costs of $2.177million comprising train control costs ($1.161
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million); other costs ($0.728 million); fees 5% of costs to provide service ($2.89
million) divided by 10,816 being the total number of services.
By way of comparison, a full charging regime similar to that operating in other
jurisdictions would add an additional fee of $360.11 per service for maintenance
and a capital / depreciation component would add a further $721 per service
giving a total of $201.32 + $360.11 + $721.15 = $1,282.58 per service.
In keeping with the above policy, the Rail Management and Maintenance Deed
provides that the access fees Pacific National Tasmania may charge third party rail
operators for a train path on any line segment are based only on the cost of
providing train control and its other safety responsibilities as network operator
with a margin of 5%, divided by the total number of services on that line
segment.
There is to be no charge to third party rail operators for the use of the rail
terminals at Burnie, Devonport, Launceston and Hobart (which form part of the
facility) except where Pacific National Tasmania incurs costs associated with the
following items:
 maintenance of the track, signals and buildings;
 workforce costs for operating the terminal;
 depreciation of new capital;
 maintenance for bulk and discharge facilities; and
 fee for provision of services.
Terminal charges based on the above costs are to be reflected in either a box (ie
container) cost or cost per tonne for bulk freight.
12.

Residual Discretion

In providing funding for the Tasmanian railway network, the Federal Government
and the Tasmanian Government both expect that the benefit of the improved
infrastructure will be available to all rail operators wishing to use the Tasmanian
railway network and will be passed on to end customers via above rail competition
on the network.
The Tasmanian Government as owner of the network has established access fees
that will facilitate a competitive rail sector and imposed contractual obligations on
the operator it has appointed to manage and maintain the network.
However, contractual arrangements between the Tasmanian Government and the
network operator do not create rights as between third party rail operators and
the network operator. Declaration will provide third party rail operators with a
right to negotiate access to the Tasmanian railway network and to seek ACCC
arbitration if they are unable to secure appropriate train paths in a timely manner.
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Declaration is therefore an important part of the Tasmanian rail rescue package.
13.

Duration of Declaration

Declaration is sought in respect of the Tasmanian railway network for a period of
10 years based on the current 10 year maintenance program agreed between the
Tasmanian Government and Pacific National Tasmania.
14.

Objects and Purpose of Part IIIA and the TPA

Section 44AA provides that the objects of Part IIIA are to:
(a) promote the economically efficient operation of, use of, and investment
in the infrastructure by which services are provided, thereby promoting
effective competition in upstream and downstream markets; and
(b) provide a framework and guiding principles for a consistent approach to
access regulation across each industry.
As outlined in this application, one of the aims of the Tasmanian rail rescue
package designed by the Tasmanian and Federal Governments is to promote the
economically efficient operation of, use of, and investment in the Tasmanian
railway network. Further, both Governments expect that the benefit of their
investment in improving the infrastructure will be passed on to end customers via
increased downstream competition.
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Attachment 1
Road and Rail Map of Tasmania showing Rail Line Segments

Wiltshire

Rivers
Main Roads
Railways

Burnie

Bell Bay

Longreach

Devonport
Hampshire

Railton

Tonganah
Launceston
Western Jct

Primrose

Fingal

Melba

Conara Jct

Parattah
Triabunna

Boyer
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Attachment 2
Allocation of the Annual Tonnage Task by Line Section

Bell Bay

Longreach
Tonganah
Burnie

Devonport
Scottsdale
Cold Water
Creek
Railton

East Tamar Jct

Longford
Deloraine

Western Jct

Rosebery/Primrose

Melba
Fingal

LEGEND
<100,000
Conara Jct

100,001>200,000
200,001>400,000
400,001>600,000
600,001>800,000
800,001>1,000,000
1,000,001>1,200,000

Boyer

Bridgewater

1,200,001>1,400,000
1,400,001>1,600,000
Hobart

NB – based on 2002/03 Tasrail data (see Table 1)
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Attachment 3
Estimates as to future freight volumes by commodity
Table 3: Estimated Future Freight Volumes by Commodity and Origin
Commodity

Origin

Destination

Containers
(excluding zinc
and newsprint)

Bell Bay
Burnie
Bell Bay
Devonport
Bell Bay
Hobart
Bell Bay
Western Jn
Burnie
Bell Bay
Burnie
Devonport
Burnie
Hobart
Burnie
Western Jn
Devonport
Bell Bay
Devonport
Burnie
Devonport
Hobart
Devonport
Western Jn
Hobart
Bell Bay
Hobart
Burnie
Hobart
Devonport
Hobart
Western Jn
Tonganah
Bell Bay
Western Jn
Bell Bay
Western Jn
Burnie
Western Jn
Devonport
Western Jn
Hobart
TOTAL CONTAINER FLOWS
Zinc Containers Risdon
Bell Bay
Risdon
Burnie
Concentrates
Melba/Primrose Burnie
Melba/Primrose Risdon
Melba/Primrose Risdon
Zinc Residues
Risdon(1)
Hellyer
Cement
Railton
Devonport
Coal
Fingal
Railton
Fingal
Burnie
Fingal
Boyer(2)
Clinker
Bell Bay
Railton
Steel Slag
Burnie
Railton
Newsprint
Boyer
Burnie
containers
Boyer
Bell Bay
Empties
Burnie
Boyer
Paper Pulp
Burnie
Boyer
Logs
Burnie
Boyer
Fingal
Boyer
Railton
Boyer
Rosebery
Boyer
Wiltshire
Bell Bay
Bridgewater
Western Jn
Bridgewater
Bell Bay
Other
Other
Breakdown of "Other"
Fingal
Bell Bay
Fingal
Burnie
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18,875
45,351
65,000
42,324
28,555
7,153
94,643
59,100
17,874
4,257
91,263
14,830
51,034
57,283
35,365
7,848
1,321
40,486
15,833
4,856
9,141
712,388
48,953
7,514
321,322
1,096,563
156,034
48,480
105,799
207,589

2006
Tonnes
p.a.
22,574
54,240
77,740
50,619
34,152
8,555
113,194
70,684
21,377
5,091
109,151
17,737
61,037
68,511
42,297
9,386
1,540
48,421
18,937
5,808
10,933
851,982
222,339
34,128
321,322
100,000
1,146,563
166,000
49,000
105,000
54,000
15,000
207,589

2010
Tonnes
p.a.
25,839
62,086
88,985
57,941
39,092
9,793
129,567
80,908
24,470
5,827
124,939
20,302
69,866
78,421
48,415
10,743
1,945
55,425
21,676
6,648
12,514
975,402
222,339
34,128
191,322
130,000
60,000
1,196,563
174,000
49,000
105,000
54,000
30,000
207,589

2020
Tonnes
p.a.
33,578
80,680
115,635
75,294
50,799
12,725
168,371
105,139
31,798
7,573
162,357
26,382
90,790
101,907
62,915
13,961
2,613
72,024
28,168
8,639
16,262
1,267,610
222,339
34,128
191,322
130,000
60,000
1,196,563
174,000
49,000
105,000
54,000
30,000
207,589

56,197
36,112
99,169
22,633
48,552
16,772
6,524
37,869
25,136
21,572
29,370

56,197
36,112
99,169
22,633
48,552
16,772
6,524
37,869
25,136
21,572
29,370

56,197
36,112
99,169
22,633
48,552
16,772
6,524
37,869
25,136
21,572
150,000

56,197
36,112
99,169
22,633
48,552
16,772
6,524
37,869
25,136
21,572
456,000

-

1,948
3,955

9,950
20,201

30,247
61,411

2002/2003
Tonnes p.a.
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Commodity

Origin

Bridgewater
Bridgewater
Fingal
Fingal
Melba
Smithton
Bridgewater
Bridgewater
Western Jct
Railton
Woodchips
Hampshire
Smithton
Sawn Timber
Tonganah
Smithton
Peeled Veneer
Hobart
Smithton
Fertiliser
Hobart
Fertiliser
Hobart
Gypsum Bulk
Hobart
Other Commodities
TOTAL

Destination

Bell Bay
Burnie
Bell Bay
Burnie
Bell Bay
Bell Bay
Bell Bay
Burnie
Burnie
Bell Bay
Burnie
Burnie
Devonport
Burnie
Bell Bay
Burnie
Devonport
Burnie
Devonport

2002/2003
Tonnes p.a.
46,327
6,095
6,095
14,815
27,548
3,205,429

2006
2010
2020
Tonnes
Tonnes
Tonnes
p.a.
p.a.
p.a.
1,992
10,176
30,935
1,992
10,176
30,935
1,992
10,176
30,935
1,992
10,176
30,935
4,206
21,482
65,307
4,206
21,482
65,307
2,214
11,307
34,372
2,214
11,307
34,372
1,328
6,784
20,623
1,328
6,784
20,623
1,500,000 1,500,000 1,500,000
75,000
75,000
46,327
46,327
46,327
45,000
45,000
45,000
57,000
57,000
57,000
70,000
70,000
6,095
6,095
6,095
6,095
6,095
6,095
14,815
14,815
14,815
5,348,161 5,770,211 6,368,419

Table 4: Estimated Future Freight Volumes by Commodity and Destination
Commodity

Containers
(excluding
zinc and
newsprint)

Origin

Destination

Burnie
Bell Bay
Devonport
Bell Bay
Hobart
Bell Bay
Tonganah
Bell Bay
Western Jn
Bell Bay
Bell Bay
Burnie
Devonport
Burnie
Hobart
Burnie
Western Jn
Burnie
Bell Bay
Devonport
Burnie
Devonport
Hobart
Devonport
Western Jn
Devonport
Bell Bay
Hobart
Burnie
Hobart
Devonport
Hobart
Western Jn
Hobart
Bell Bay
Western Jn
Burnie
Western Jn
Devonport
Western Jn
Hobart
Western Jn
TOTAL CONTAINER FLOWS
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2002/2003
Tonnes p.a.
28,555
17,874
51,034
1,321
40,486
18,875
4,257
57,283
15,833
45,351
7,153
35,365
4,856
65,000
94,643
91,263
9,141
42,324
59,100
14,830
7,848
712,388

2006
Tonnes
p.a.
34,152
21,377
61,037
1,540
48,421
22,574
5,091
68,511
18,937
54,240
8,555
42,297
5,808
77,740
113,194
109,151
10,933
50,619
70,684
17,737
9,386
851,982

2010
Tonnes
p.a.
39,092
24,470
69,866
1,945
55,425
25,839
5,827
78,421
21,676
62,086
9,793
48,415
6,648
88,985
129,567
124,939
12,514
57,941
80,908
20,302
10,743
975,402

2020
Tonnes
p.a.
50,799
31,798
90,790
2,613
72,024
33,578
7,573
101,907
28,168
80,680
12,725
62,915
8,639
115,635
168,371
162,357
16,262
75,294
105,139
26,382
13,961
1,267,610
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Attachment 4
Train Movements for a Typical Weekday

Bell Bay
Longreach
Burnie

Devonport
Tonganah
Up to 7 round
trips per day

Scottsdale
Cold Water Creek

Railton

East Tamar Jct
Deloraine

Longford
Western Jct

Rosebery
Fingal
Conara Jct

Melba

Boyer
Bridgewater

Hobart
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Attachment 5
Forecast Daily Train Flows
NB - These are based on a 5 day per week operation as is currently the norm. Should this
change to say 6 days per week, there would be a proportional reduction in daily numbers.
6 round trips
per day

Smithton
Bell Bay

Devonport

Longreach
Devonport

Burnie

Bell Bay

Wiltshire
Longreach
Up to 7 round
trips per day

Burnie
Tonganah

Up to 7 round
trips per day

Tonganah
Scottsdale

Scottsdale
Cold Water Creek

Railton

Cold Water Creek

Railton

East Tamar Jct
Deloraine

East Tamar Jct
Hampshire

Longford

Western Jct

Western Jct
Deloraine

2006

2003

Rosebery

Longford

Fingal

Rosebery
Fingal
Conara Jct

Melba

Conara Jct

Melba

Boyer

Boyer

Bridgewater

Bridgewater

Hobart

6 round trips
per day

Smithton

Paper Train
Zinc Train

Smithton

Bell Bay

Hobart

6 round trips
per day

Bell Bay

Wiltshire
Devonport

Wiltshire

Longreach

Devonport

Up to 7 round
trips per day

Burnie

Tonganah

Longreach
Up to 7 round
trips per day

Burnie

Scottsdale

Tonganah
Scottsdale

Cold Water Creek

Railton

Cold Water Creek

Railton

East Tamar Jct

East Tamar Jct

Hampshire
Hampshire

Western Jct

Western Jct
Deloraine

Longford

Deloraine

Longford

Fingal
Rosebery

Fingal

2010

Rosebery
Conara Jct

Melba

2020
Conara Jct

Melba

Boyer

Paper Train
Zinc Train

Bridgewater

Boyer

Hobart

Paper Train
Zinc Train
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Bridgewater

Hobart

