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Executive Summary

Rail freight efficiency on key intermodal corridors is constrained by a number of factors, many of
which are related to inconsistencies that exist between networks and between jurisdictions. There
are also other factors that impact intermodal efficiency that are more industry-wide (and some that
are economy-wide). All of these factors impact on rail’s competitiveness and, in turn, its mode share,
by increasing the cost (and ultimately the price) of rail freight services and, in some cases, reducing
service standards including service reliability. Importantly, these constraints further impede rail
efficiency by stifling future gains from existing investments as well as discouraging future investments
in establishing a more competitive rail service.

The key operational constraints identified through this Workstream based on a desktop literature
review and direct stakeholder consultations are identified below:

Table1l Constraints on operational rail efficiency

CONSTRAINT

Inconsistent operational standards and rule books

Silo based safety management systems

Inconsistent physical standards and equipment

Co-ordination of pathing, train management and possession arrangements
Inconsistent access management and regulation

Concentration in the above rail market due to barriers to entry
Inconsistent environmental regulation

Workplace flexibility

N R ®wWN R

Insufficient skilled labour
10. Driver training

11. Fatigue management
12. Passenger priority

13. Lack of access to real time prediction of freight arrival

Source: Synergies. A full explanation of these constraints is presented in section 2.2 of this report.

We have examined how each of these constraints have the potential to influence the key mode share
drivers in terms of reliability, transit time, service availability/frequency and price (as identified in the
Mode Share Workstream). We have then evaluated the extent to which each constraint represents
a major impediment to rail operating efficiency, but if addressed, could potentially offer material
benefits in terms of improved mode share.

Firstly, our assessment shows there is ‘no low hanging fruit’ or ‘easy fixes’ to improving rail operating
efficiency. None of the operational constraints identified above can be considered to have ‘low’

Workstream 3 — Safety and Operations



impediments to address and, for many of these constraints, the rail industry has, over an extended
period, been investigating opportunities to eliminate these constraints or reduce their impact. Any
‘easy’ gains (high benefits coupled with few impediments) are likely to have already been
implemented. The issues that remain are those that are difficult and complex to progress, but which
have opportunity to release significant benefits.

As a result, rather than seeking to prioritise opportunities by identifying ‘easy wins’ on an issue by
issue basis, we believe that it is instead more important to prioritise factors that are impeding
solutions to these issues, and to identify where there are any high impact impediments that, if
addressed, could potentially allow further progress to be made on the removal of efficiency
constraints on an issue by issue basis. The most important factors that are driving this lack of
strategic alignment relate to structural market design issues (i.e. network fragmentation) as well as
the absence of institutional and regulatory arrangements to improve industry co-ordination. These
are explained as follows:

. Network fragmentation and mixed organisational focus on intermodal freight:

—  RIMs are almost all expected to operate within a commercial framework and are governed
by their own commercial drivers. Intermodal freight is not a priority for some RIMs, where
it is a minor customer, and the RIM’s commercial outcomes are largely driven by its
performance in meeting the needs of its major customers (eg passenger services in the
metropolitan networks, coal services for the Hunter Valley and Central Queensland coal
networks). The problem is exacerbated where Governments, as owner or funder of
networks (particularly metropolitan passenger networks), do not specify any clear freight
objectives or clearly defined freight performance metrics.

—  This is not a criticism of the RIMs, as they are all responding to their own organisational
objectives. Rather, it is a predictable outcome of the incentives created by the governance
framework and the market structure. However, given the extent of misalignment of
commercial objectives, it is unrealistic to expect that the industry should be able to
collaboratively reach a commercial agreement on how to address many inter-operability
issues, as there is little benefit to the RIMs from doing so, particularly in isolation, and
potentially material costs involved.

. Regulatory frameworks that do not promote harmonisation:

—  While there are long term policy agendas to promote harmonisation, the focus has been
on harmonisation between RIMs through industry collaboration. This approach also runs
into difficulties where the stakeholders are subject to differing jurisdictional regulatory
requirements and/or are governed by different jurisdictional regulators who may have
different priorities and interpretations of requirements.

—  Eveninrail safety, where there is a single regulatory framework and a single national safety
regulator, harmonisation concerns still apply as the co-regulatory framework, which
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provides for each RIM to develop its own safety systems to address the risks on its network
has significant benefits in permitting flexibility within a network, but it does not promote
harmonised approaches to managing risks across networks

—  This approach to regulation of rail networks differs materially from the regulation of other
cross jurisdictional infrastructure networks, such as electricity, gas and
telecommunications, as well as the road network. In these cases, the intrinsic
characteristics of the service provided (where there is no equivalent complexity to the
wheel:rail interface present in rail) support regulatory frameworks that are designed to
promote consistency in standards and approaches in order to maximise inter-operability
and reduce barriers to entry.

These factors mean that collaborative approaches to addressing efficiency constraints, will have only
limited efficacy. As identified previously by the ARA and the Interoperability Working Group as part
of their role in delivering the National Rail Action Plan, there is limited ability for the industry to
meaningfully impact interoperability challenges constraining productivity within the current
structure of authority shared by jurisdictions without achieving a step change in commitment to
coordinated decision making in the national interest or major Commonwealth intervention.

Development of alternate options for industry co-ordination that are able to more effectively address
these issues will be critical in enabling the development of strategies to address the constraints
arising from network and jurisdictional regulatory fragmentation and will assist in reducing barriers
to entry. While alternate industry co-ordination options will not, by themselves, resolve these issues,
more effective industry co-ordination mechanisms are an essential pre-requisite to the development
of long term solutions to these matters.

There are several options available for more effective industry co-ordination, with each option
reflecting a different profile of operational and regulatory centralisation. The four broad approaches
explored in this paper are identified in the following table.

Table 2 Options to address rail market co-ordination failures

FACTOR OPTION A - OPTION B - OPTION C - OPTION D -
INDUSTRY LED, @ CENTRALISED CENTRALISED PRESCRIPTIVE
CONSULTATIVE, GUIDANCE, GUIDANCE, OPTION TO REGULATION
VOLUNTARY VOLUNTARY MANDATE CHANGE

MEASURES
Status quo * Incremental * Moderate * Significant
Voluntary, ¢ Central Co-ordinating * Central Co-ordinating e Creation of a
collaborative, Body, but with Body, but with prescriptive national
industry led implementation to mechanisms to mandate regulatory framework
approach remain voluntary changes
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FACTOR OPTION A -

INDUSTRY LED,

CONSULTATIVE,
VOLUNTARY

» Status quo

Source: Synergies. A more detailed explanation of these approaches is presented in section 4 of this report.

OPTION B —
CENTRALISED
GUIDANCE,
VOLUNTARY
MEASURES

RISSB to take a more
independent role in
best practice guidance,
including in relation to
safety, operational and
scheduling practices

Independent national

OPTION C-
CENTRALISED
GUIDANCE, OPTION TO
MANDATE CHANGE

* RISSB to take a more
independent role in best
practice guidance and
development of a suite of
mandatory standards

* ONRSR’s objectives to be
enhanced to include a

OPTION D —
PRESCRIPTIVE
REGULATION

¢ Development of a new
national rail regulator
with regulation
encompassing;

— Safety regulation
and assurance

— Operational
body to take on productivity focus, standards including
additional role to including through promoting

advise on guidance on
national best practice
access regulation

Independent national
body (eg proposed
new National EPA)
could take on a co-
ordination in
environmental
regulation

enhanced harmonisation
and with the ability to
impose standards on the
industry where they are
unable to be agreed

* Independent national body
to provide guidance on
national best practice
access regulation, with
jurisdictional regimes
requiring accreditation
with national guidance

¢ Independent national body
(eg proposed new National
EPA) could take on a co-
ordination in
environmental regulation

harmonisation

— Scheduling co-
ordination

— Environmental
regulation

— Access regulation

Each option offers potential solutions, but each involves a trade-off between the autonomy of rail
stakeholders and the prescription of operating requirements. We have undertaken a structured
evaluation of each option to assess the most appropriate broad option to pursue. This is shown
below.

Table3 Assessment of market co-ordination options

OPTION C -
CENTRALISED
GUIDANCE,
OPTION TO
MANDATE CHANGE

Potential to address
underlying misalignment
of incentives will depend

upon the extent and

specificity of the
centralised guidance

OPTION A -
INDUSTRY LED,

OPTION B —
CENTRALISED
GUIDANCE,
VOLUNTARY

Unlikely to be effective
as does not address
underlying misalignment
of incentives under
current market and
legislative structures

OPTION D -
PRESCRIPTIVE
REGULATION

CRITERIA CONSULTATIVE,

VOLUNTARY

Unlikely to be effective
as does not address
underlying misalignment
of incentives under
current market and
legislative structures

Mandatory nature of
regulatory regime likely
to provide effective
means of addressing
operational constraints
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Source: Synergies

High degree of
autonomy

High degree of flexibility

Largely reflects current
models and approaches

Largely reflects current
models and approaches

This is the option of
least resistance, but is
unlikely to be effective

in alleviating operational
constraints

High degree of
autonomy

High degree of flexibility

Provides some
additional transparency
and specification of best
practice approaches, but

remains largely
consistent with current
models and approaches

Provides some
additional transparency
and specification of best
practice approaches, but

remains largely
consistent with current
models and approaches

This is a minimal change
option, but again is
unlikely to be effective
in alleviating operational
constraints

Some loss of autonomy,
but retains ability to
tailor arrangements to
individual circumstances
and to depart from
centralised guidance on
an exception basis

Use of centralised
guidance and ability to
depart on exceptions
basis provides significant
flexibility

Can be implemented
with reliance on existing
institutional structures,
which will result in
moderate time and cost
to implement

Reliance on existing
institutional structures
will limit barriers to
implementation

Provides the most
balanced assessment
against criteria

Limited autonomy,
which may undermine
ability of RIMs and
Governments to pursue
other legitimate
objectives

National regime can
retain elements of
flexibility, but likely to
be more restrictive than
centralised guidance

Requirement for new
institutional structures
and regulatory
frameworks will likely
lead to extended
implementation
timeframes

Requirement for new
institutional structures
and regulatory
frameworks likely to
create significant
implementation barriers

While likely to be the
most effective in
addressing operational
constraints, provides
less flexibility and likely
implementation
difficulties

This evaluation demonstrates that Option C is likely to provide the most balanced approach to
addressing operational constraints while recognising legitimate requirements for flexibility and
autonomy and addressing likely implementation risks.

The options discussed above provide opportunity for improved operational and regulatory co-
ordination amongst RIMs and regulators. The remaining area where further co-ordination would
generate significant gains is in the policy approaches and investment decisions of the various
Governments (both State and Commonwealth). In particular, there are opportunities for
Governments to more clearly identify the objectives for the facilitation of freight trains through
shared networks (including via the specification of service obligations in its funding agreements with
passenger operators) and to ensure that the decisions on investment in improved passenger service

Workstream 3 — Safety and Operations



levels do not undermine objectives for freight services and mode share. Inthisregard, it is a welcome
development that Infrastructure and Transport Ministers have agreed earlier this year to develop a
Memorandum of Understanding on Interoperability which will consider a mechanism to implement
interoperability impact assessments for future rail investments.! Some Commonwealth intervention
may be required (possibly via COAG, Infrastructure Australia), involving the use of both ‘carrots and
sticks’, to promote alignment amongst jurisdictions and/or RIMs.

Recommended actions to address the priority constraints are as follows:

Recommendation 1

Promote a step change to rail industry co-ordination that is able to effectively address incentive
issues arising from network and jurisdictional regulatory fragmentation, and which, in turn, can
effectively promote productivity enhancing harmonisation measures and reduce barriers to entry.

Recommendation 2

Endorse the use of a centralised guidance approach with option for mandated change (‘Option C’)
and investigate specific policy and institutional options to implement this as part of the Policy
Workstream.

Recommendation 3

Prioritise the introduction of centralised guidance according to the potential benefits, such that:

e theindustry should place immediate priority on measures that promote safety and productivity
gains through operational harmonisation;

e the industry should actively progress harmonisation of environmental regulation and access
regulation, recognising that these are likely to present greater challenges (especially
environmental harmonisation) but can also be expected to deliver long term benefits to the
industry.

1 ARA (Rail Freight Executive Committee (2022) Agenda and Papers, p.14
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Recommendation 4

Continue to use existing mechanisms, which will be reinforced by the centralised guidance approach,
to identify the specific actions required to address high priority harmonisation related constraints,
including actions agreed to under the National Rail Action Plan and other regulatory reviews.

Recommendation 5

Promote Governments providing clear freight objectives and freight measurement metrics in relation
to shared metropolitan passenger networks (including moderating constraints imposed through
passenger priority requirements), including through ‘carrot and stick’ interventions by the
Commonwealth Government. Consider specific policy options to achieve this in the Policy

workstream.
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1 Introduction

The Safety & Operations Workstream is designed to identify the current constraints on the rail sector
improving operational efficiency (while maintaining safety outcomes), their impact on mode share
and a prioritisation framework for addressing them. Other factors impacting rail’s mode share
performance, including infrastructure constraints and policy settings, are considered in other
workstreams.

This report is set out as follows:

e  Section 2 identifies current constraints on rail efficiency, based on an extensive literature review
and direct consultations with stakeholders, and sets out how each constraint impacts on the
critical rail mode share drivers;

e  Section 3 prioritises the constraints according to an analysis of the benefits and impediments to
addressing each constraint, and highlights the key impediments to improving efficiency;

e  Section 4 provides a preliminary overview of the potential policy approaches that could
contribute to addressing priority operational constraints, for further consideration in the Policy
workstream;

e  Section 5 presents recommendations; and

e Appendix A sets out the detailed assessment supporting our prioritisation of each identified
constraint.
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2 Current constraints on rail efficiency

Rail freight efficiency on key intermodal corridors is constrained by a series of differences that exist
between networks and between jurisdictions.? There are also industry wide issues that impact
efficiency. Such differences can act as a drain on efficiency where they increase the cost of operating
rail freight services, reduce flexibility and stifle future investment and technological innovation.

These constraints directly influence the critical mode share drivers of price (by increasing average rail
costs) and reliability (including both on-time and predictable arrival), and in some cases also influence
transit time and frequency/availability. Importantly, these constraints materially increase entry
complexity and costs, increasing barriers to entry. Lower barriers to entry facilitate a more
competitive operating environment, leading to increased incentives for reduced rail freight price
and/or enhanced service levels.

Over the last three decades, there has been significant change to the structure of Australia’s rail
industry. Privatisation of elements of the rail sector, together with government institutional changes,
have resulted in a significantly increased number of independently managed rail networks.

For those constraints that are fundamentally caused by the fragmented management of Australia’s
rail networks, or by the jurisdictionally based regulatory frameworks, the extent of the impact
depends on the extent to which services cross separate train networks and operate within different
jurisdictions. Information on the number of train networks and jurisdictions that may be involved in
rail journeys is summarised in the following table, highlighting the extent to which network or
jurisdictional fragmentation can impact the rail sector.

2 An explanation of rail efficiency and its relationship with each of the modal share drivers is set out in Appendix A.
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Table 4 Extent of network and jurisdictional fragmentation

CONSTRAINTS - EAST-WEST
CATEGORY

NORTH SOUTH

QUEENSLAND NCL AND BULK FREIGHT

13

9 different networks in geographical area from east
coast capital cities to Perth

— Qld: ARTC (border to Acacia Ridge), QR (Acacia
Ridge north including Port)

— NSW: Sydney Trains, Country Regional networks,
ARTC, TAHE (network owner and contracting
party), TENSW (manager of Sydney Trains
timetable)

— Vic: VLine, Metro Trains Melb, VicTrack, ARTC

— SA: OneRail, ARTC

— WA: ARC, ARTC, WA DoT

Multiple access agreements required for operation of
individual service, eg for Brisbane to Perth services,
four agreements would be required if running via the
Blue Mountains route

Multiple RIM transition points during operation of
individual service, eg for Brisbane to Perth services,

four transition points must be crossed if running via
the Blue Mountains route (ARTC-ST-CRN- ARTC-Arc)

Safety

6 different networks in geographical area from
Melbourne to Brisbane

— Qld: ARTC (border to Acacia Ridge), QR (Acacia
Ridge north including Port)

— NSW: Sydney Trains, Country Regional networks,
ARTC, TAHE (network owner and contracting
party), TEINSW (manager of Sydney Trains
timetable)

— Vic: VLine, Metro Trains Melb, VicTrack ARTC,

Multiple access agreements required for operation of
individual services, eg two agreements required to
operate from Melbourne/Sydney to Brisbane

Multiple RIM transition points during operation of
individual service

Safety

Workstream 3 — Safety and Operations

Qld NCL

* 2 different networks in geographical area from Brisbane
to north Queensland

QR

Aurizon Network (central Queensland coal network
components of north coast line)

Two access agreements required for journeys
through this corridor

Four RIM transition points to be managed

Bulk freight

* Bulk freight typically operates from regional rail
networks to ports. The extent of network
fragmentation varies by route.

*  Forexample, in NSW:

freight operators may need to hold up to four access
agreements for operation of a single regional bulk
service

Multiple RIM transition points are required for each
service, eg:
— Six RIM transition points for a train from
Coonamble to Port Kembla [CRN-ARTC-
CRN-ST-ARTC-ST-NSW Ports]

— Three RIM transition points for a train from
Narrabri to Port Botany [CRN-ARTC-Hunter-
ST-ARTC Interstate]

— Three RIM transition points for a train from
Riverina to Port Kembla [CRN-ARTC-ST-NSW
Ports]

Safety
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CONSTRAINTS -
CATEGORY

Source: Synergies

EAST-WEST

* The same regulatory framework applies across RIMs,
however, co-regulatory framework means that
interpretation of regulatory obligations differs by RIM

Environment

e Operators have to comply with specific
environmental legislation in WA, SA, Qld, Victoria and
NSW. The NSW EPA is regarded by some rail
stakeholders as having particularly stringent
regulations compared to other jurisdictions.

* A 2018 PwC report noted that there are roughly 150
different environmental regulations that operators
must comply with when operating rollingstock
between Perth and Brisbane.?

Labour

¢ NSW and Queensland both impose additional
prescribed elements over and above labour
requirements elsewhere in Australia.

Access regulation
e Multiple access regimes

— ARTC interstate network— submits voluntary
interstate access undertakings to ACCC under
National Access regime

— Arc Infrastructure — WA rail access regime,
regulated by ERA WA

— Sydney Trains, Country Regional Network — NSW
Rail Access Undertaking, regulated by IPART

PwC Consulting (2018), Review of rail access regimes, May 2018, p.22

NORTH SOUTH

* The same regulatory framework applies across RIMs,
however, co-regulatory framework means that
interpretation of regulatory obligations differs by RIM

Environment

* Operators have to comply with specific
environmental legislation in Qld, VIC and NSW.

Labour

* NSW and Queensland both impose additional
prescribed elements over and above labour
requirements elsewhere in Australia.

Access regulation
* Multiple access regimes

— ARTC - submits voluntary access undertakings to
ACCC under National Access regime, separate
access undertakings for Hunter Valley network
and Interstate network

— ARTC - ARTC's sections of Sydney metropolitan
rail network remain subject to NSW Rail Access
Undertaking regulated by IPART

— Sydney Trains, Country Regional Network —subject
to the NSW Rail Access Undertaking regulated by
IPART
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QUEENSLAND NCL AND BULK FREIGHT

The same regulatory framework applies across RIMs,
however, co-regulatory framework means that
interpretation of regulatory obligations differs by RIM

Environment

Qld NCL and regional freight services usually operate
within a single state jurisdiction, and therefore a single
state environmental legislation applies. However, there
are some regional freight services that operate across
state borders in Victoria, NSW and SA, which must
comply with environmental legislation in each state.

Labour

In relation to those services that operate across state
borders, NSW imposes additional prescribed elements
over and above labour requirements elsewhere in
Australia.

Access Regulation

While these services largely operate within a single
state, they are often subject to multiple access regimes:

— Within Queensland, the Queensland access regime
applies to all rail networks, but separate QCA
approved access undertakings for QR and Aurizon
Network

—  Within NSW,

— ARTC interstate and Hunter Valley network
subject to separate access undertakings
under ACCC

— Remainder of the NSW rail network subject

to NSW Rail Access Undertaking regulated
by IPART



The following table identifies the key operational constraints impeding rail efficiency and their impact on mode share drivers. This list has been
prepared based on a comprehensive desktop literature review as well as direct stakeholder consultations between Synergies and rail industry
stakeholders.

The extent to which each constraint impacts on the key drivers of mode share is identified using the following icons:

$ Impacts on average cost, and hence, rail freight price

Impacts on reliability, including on time and predictable arrival of freight
Impacts on transit time

EE  Impacts on the potential frequency and availability of rail services

Table5 Operational constraints on rail service efficiency

IMPACT ON
CONSTRAINT CAUSE DESCRIPTION MODE SHARE
DRIVERS
i. Network « Different RIMs have different operational requirements specified in rule books and procedural standards, driven
fragmentation by factors other than different physical infrastructure characteristics $

* Increases cost by

— requiring duplicated processes, increasing training and certification costs, reducing crew flexibility and
increasing maintenance costs

* Inconsistency in rules creates additional operational constraints and safety risk

* Increases entry complexity and costs, creating barriers to entry
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IMPACT ON

CONSTRAINT CAUSE DESCRIPTION MODE SHARE
DRIVERS

* In contrast, for the road sector, NHVR has been highly effective in harmonising operational requirements across
jurisdictions

i. Network * Co-regulation has been highly effective in allowing the rail industry to develop flexible, risk based controls to

fragmentation manage safety. $
ii. Co-regulatory * However, despite a single safety law and safety regulator, the co-regulatory framework results in each RIM having

model for safety a separately developed, and independently managed, safety management system, often applying different

regulation controls to address the same risk

* Increases cost by

— requiring duplicated processes, increased ‘dead time’ during commissioning of new equipment, imposing of
inconsistent safety approvals and requirements, and different controls being implemented to address the
same risk

— increasing the required specification and cost of rollingstock to meet all network requirements
— creating barriers to innovation and investment in new technology

* Inconsistency in rules creates additional operational constraints and safety risk

* Increases entry complexity and costs, creating barriers to entry

* In contrast, for the road sector, NHVR has been highly effective in harmonising operational requirements across
jurisdictions

i. Network « Different engineering standards for trains between RIMs (and sometimes within a single RIM’s network) are driven
fragmentation by different physical characteristics of infrastructure $

ii. Legacy « Different train control systems and communication systems require the installation of different equipment on
infrastructure rollingstock

* Increases cost by:
— Increasing the required specification and cost of rollingstock to meet all network requirements
— Differing standards drives under-utilisation of rollingstock,

* Increases entry complexity and costs, creating barriers to entry

* By comparison, for the road sector, different road infrastructure standards have less complex impacts on truck
specifications
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IMPACT ON

CONSTRAINT CAUSE DESCRIPTION MODE SHARE
DRIVERS
i. Network » Different train control systems, operating requirements, on-time thresholds and possession regimes are applied by
fragmentation the different RIMs
ii. Technology * Difficulty/complexity in securing contiguous paths across networks increases transit times and reduces the ability

to maximise the use of available rollingstock and network capacity

i

* Poor operational co-ordination reduces rail service reliability
* Increases cost by:
— reducing rollingstock utilisation
— reducing incentive to invest in rollingstock to meet freight demand

* By comparison, for the road sector, there is no corresponding requirement

i. Network « Different negotiation processes and standard terms and conditions for access agreements

fragmentation * Separate and different processes for securing access to paths, with multiple approvals required for cross border $
ii. Jurisdictional routes

regulatory .

Influence cost by:
fragmentation . X
— Increasing business management costs
— Increasing the regulatory burden for network providers and government, which are passed onto rail operators
* Increases entry complexity and costs, creating barriers to entry

* By comparison, for the road sector, there is no requirement for negotiated access to roads

i. Barriers to entry * Barriers to entry exist due to:

— access to critical physical facilities — while regulated access to rail networks applies, lack of access to a network $
of efficient terminal facilities is a barrier to new entrants, particularly in intermodal markets

— commercial access to markets — it is necessary to generate large customer volume to support market entry,
which can be difficult to achieve in intermodal markets

HEE

— complexity and cost of entry — which is significantly exacerbated by network and jurisdictional fragmentation.
* Reduced barriers to entry/greater competition can create stronger incentives to seek efficiency gains

* In contrast, road has many operators of all sizes and there is strong competition within that mode. This, combined
with a productivity focus by regulators and policymakers, means that road freight is continually striving for greater

efficiencies
i. Jurisdictional * Different jurisdictional environmental regulatory frameworks, which can result in different environmental
regulatory obligations, forcing operators to persist with outdated technology in order to be able to operate
fragmentation » Environmental regulators consider rail environmental performance in isolation (instead of relative to the alternate $

transport mode), which could lead to worse environmental outcomes if rail cannot meet desired standards

* Increases cost by:

HEE
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IMPACT ON

CONSTRAINT CAUSE DESCRIPTION MODE SHARE
DRIVERS

— Increasing the required specification and cost of rollingstock
— Creating barriers to innovation and investment in new technology
— Reducing incentives to invest in rollingstock to meet freight demand

* Increases entry complexity and costs, creating barriers to entry

i. Workplace * Rail characterised by a small number of large players with highly unionised workforce. High levels of role
agreements demarcation and rigidity in employment arrangements reduces workplace flexibility, with consequences of
increased cost and reduced reliability $

* Road by contrast is fragmented with a diverse array of small operators and sub-contractors.

i. Workforce *  Workforce characteristics, with ageing retiring population; low retention rates = under supply of skilled labour

characteristics * Increases costs due to requirement for additional recruitment processes, incentives and training $

* Increases operational constraints and, in the event of insufficient skilled workers to replace a retiring population,
may impose limits on the ability to increase service levels to meet demand

e The road sector has similar challenges with its workforce characteristics, although there is a greater supply of
drivers for road

HEE

i. Network * Driver competency requirements for rail are high and include demonstrated expertise on specific routes.
fragmentation However, driver training is not tailored to requirements, with different route accreditation requirements by
ii. Technology different RIMs, and does not take full advantage of technological opportunities $
* Increases training costs
* Increases crewing constraints due to limitations on driver route accreditation
* Extended training timeframes can limit the ability to increase service levels to meet demand
* Driver training requirements for rail are far more extensive than for road
i. Other * Some differences in fatigue management requirements,
Goygrnment — The Rail Safety National Law and regulations create a consistent framework for fatigue risk management, but $
policies Queensland and NSW mandate outer limits of service for train drivers;

* Increases cost by reducing crew flexibility

* Reduces reliability by removing the ability for freight operators to deal with these unforeseen events with any
degree of agility
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IMPACT ON

CONSTRAINT CAUSE DESCRIPTION MODE SHARE
DRIVERS
i. Other * Inflexible application of passenger priority and peak curfew requirements is challenging and excessively restrictive
Gol\(grnment — Passenger priority and peak period curfews apply in Sydney, Melbourne and Brisbane $
policies

* Increases cost by reducing rollingstock utilisation and ability to maximise use of rail network capacity

* Reduces reliability by creating additional delays for freight trains

[U U}
i. Technology * Excessive operational delays and lack of access to real time information on train location and likely arrival times—
i, Network within and across networks - means that planning and scheduling are not able to automatically adjust to delays or
fragmentation incidents as they occur (nor are they used for better planning) $

* Inability to accurately predict arrival times can increase PUD costs, by limiting ability to align logistics
arrangements

* By comparison, there is a much greater ability for road transport operators to use technology solutions to provide
real time information on location and predict arrival times

* Note: This is being addressed under the Infrastructure and Planning Workstream

Source: Synergies

From this table, it can be seen that there are some key common causes of inefficient constraints on the rail network, the most significant of these
being:

(a) market structure - network fragmentation, which contributes to operational, safety, physical, network pathing and access management related
constraints;

(b) jurisdictional differences in regulatory environments, which contributes to environmental and access management related constraints;

(c) technology, being the extent to which the industry has accepted the use of, and invested in, leading edge technology to promote efficiency,
which contributes to driver training and real time information on train arrival times;

(d) industrial relations flexibility; and

(e) other Government policies, which contributes to fatigue management constraints and passenger priority related constraints.

Workstream 3 — Safety and Operations



3 Prioritisation of issues

A prioritisation framework has been developed to prioritise addressing the identified constraints.

The factors that we consider are a relevant consideration are set out below. They can be grouped

into factors that are considered to be benefits (upside factors) and those that act as impediments to

addressing the constraint (downside factors).

Table 6 Factors to consider in a prioritisation framework

FACTOR EXPLANATION

1. Mode share driver impact

2. Materiality of impact

3. Breadth of impact

4. Complexity/time horizon

5. Strategic alignment

6. Financing

Source: Synergies
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How many mode share drivers does the constraint affect?

Does the constraint affect the high impact mode share drivers of price and
reliability?

Does the constraint have a direct, regular impact on train operating costs?
Does the constraint affect the availability and utilisation of rollingstock?
Does the constraint impose higher rollingstock acquisition costs?

Does the constraint have a material impact on business management/overhead
costs?

Does the constraint impose an excessive regulatory burden that adds to costs or
causes businesses to adopt inefficient solutions?

Does the impact relate to a short or long term problem?

How many intermodal train services does the constraint affect?
Does the constraint have a broad impact on rail services (beyond intermodal)?
Does the constraint have any spill-over effects to other parts of the freight task?

Does the impact relate to a short or long term problem?

Is the nature of the constraint structural to rail (or to the whole economy),
operational or commercial?

Is the root cause of the constraint embedded in the existing governance structure
or in legislation?

Is the constraint an ‘easy fix’ or does it require a long term commitment over a
sustained period of time?

Is there alignment between rail businesses on the strategic and commercial
rationale for addressing the constraint?

Are there public statements by government acknowledging this problem and that
action must be taken?

Are there any existing policies that are targeted at this constraint?

Is the constraint the subject of deep research already and is well known?

Will the constraint require significant funding to address (either by government or
by private parties or both)?

Is it likely to be commercially viable for a solution to be implemented?

Workstream 3 — Safety and Operations
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This section applies the framework set out in Section 3.1 to prioritise the identified issues and assess
‘high value levers’ to remove constraints on rail efficiency.

Appendix A sets out the detailed results of our assessment of each constraint against this
prioritisation framework, in each case ranking the benefits and impediments as high, medium or low.
This analysis is summarised in the figure and table below and, based on this analysis, we have
presented our overall assessment of the benefits and impediments. Noting the large number of
constraints that are caused by network and jurisdictional fragmentation, we have also identified
whether there is potential for these constraints to be alleviated through revised governance
arrangements.

Figure 1 Summary of benefits and impediments of operational constraints

Source: Synergies
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Table 7

CONSTRAINT BENEFITS

Analysis of assessment of benefits and impediments

IMPEDIMENTS

CURRENT STATUS OF ACTIONS TO

ADDRESS CONSTRAINT

OVERALL ASSESSMENT

High

* Has a material impact on the
most significant modal choice
drivers (price, reliability);
complexity creates barrier to
entry

* Isacommon issue for rail
operators using multiple rail
networks

High

* Has a material impact on the
most significant modal choice
drivers (price, reliability);
complexity creates barrier to
entry

* Isacommon issue for rail
operators using multiple rail
networks

Medium

* Has a material impact on the
most significant modal choice
drivers (price, reliability);
particularly reduces
rollingstock utilisation and
influences incentives to invest
in new technology
rollingstock
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High
* Issues are complex and

driven by multiple factors,
and implications for safety

¢ While there is a policy
agenda to promote
harmonisation, incompatible
commercial drivers mean
that it is unlikely that RIM’s
will achieve harmonisation
on critical issues

High
* Issues are complex and

driven by multiple factors,
and implications for safety

¢ While there is a policy
agenda to promote
harmonisation, incompatible
commercial drivers mean
that it is unlikely that RIM’s
will achieve harmonisation
on critical issues

High

* Driven by differences in
legacy infrastructure and
systems for different RIMs,
as well as different risk
tolerances

* Significant investment may
be required to address
differences

Issues identified

* National Rail Action Plan (NRAP) (2020) —
managed by the NTC, is an agreed set of
actions to be undertaken by the
Commonwealth, state and territory
governments and key members of the rail
industry; has two main focuses incl ‘to
improve efficiency and safety of Australia’s
rail system by continuing to align or
harmonise operating rules, infrastructure
and operational standards and systems
across the nation’s rail network’ (p.3)

— ARA is leading the Interoperability &
Regulation Working group to work
towards establishing industry-level
policy and advocacy priorities on
interoperability & regulation

— RISSB has program to develop/review
voluntary standards, currently
reviewing standard for Type Approvals
process

Issues identified

* National Rail Action Plan (NRAP) (2020) —
Concerns with variations in infrastructure
standards have been highlighted.

* RISSB is conducting an audit of existing

infrastructure standards and to identify
opportunities for standardisation

Workstream 3 — Safety and Operations

Significant inter-relationship between
operational standards, rule books and safety
management systems

High benefits to achieving more consistent
arrangements across networks

Difficult to achieve given network
fragmentation and institutional framework

Can be improved with revised governance
arrangements provided that these create the
necessary incentives and/or mandatory
requirements to achieve more consistent
operating standards and rules across networks

Moderate benefits to achieving more
consistent physical standards and equipment

Difficult to achieve given costs to improve
alignment, exacerbated by network
fragmentation

Potential to be improved with revised
governance arrangements provided that
these create the necessary incentives and/or
mandatory requirements to achieve more
consistent assessment of risk



CONSTRAINT BENEFITS

IMPEDIMENTS

CURRENT STATUS OF ACTIONS

ADDRESS CONSTRAINT

OVERALL ASSESSMENT

* Significant constraints are
more likely to apply for bulk
services operating over both
regional and mainline
networks, but also apply to
intermodal services (eg
inability to use double
stacking directly out of
Sydney and Melbourne

* Equipment inconsistencies (eg
radios and communications)
lower impact and reflect
legacy RIM systems

High

* Has a material impact on the
most significant modal choice
drivers (price, reliability);
particularly influences
rollingstock utilisation

¢ Also has a material impact on
transit time and capacity
utilisation (hence
frequency/availability)

* Isacommon issue for rail
operators using multiple rail
networks

Medium

* Has a material impact on one
of the most significant mode
choice drivers (price);
complexity creates barrier to
entry

* Isacommon issue for rail
operators using multiple rail
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While there is a policy
agenda to promote

harmonisation, incompatible

commercial drivers mean
that it is unlikely that RIM’s
will achieve harmonisation
on critical risk tolerance
issues and required
investment

High

Issues are complex and
driven by RIMs having
different commercial
incentives due to primary
customer requirements (eg
passenger, local bulk) and
hampered by absence of
suitable technology to aid
optimal decisions on co-
ordination of pathing and
train management

High

Driven by different
jurisdictional regulatory
obligations as well as
differences in organisational
precedent and commercial
preferences

e RISSB is working with governments to
establish increased standardisation /
harmonisation of rollingstock components

* Industry portal maintained to facilitate
response to applications for train paths
across networks, but does not actively co-
ordinate and optimise arrangements across
networks

* No known actions to date to address this
constraint in intermodal / regional freight
sectors

* ARA (2022) — Interoperability WG (under
the NRAP) has previously identified that
interoperability cannot be achieved
without resolution of access issues.

* BITRE (2006) — has previously identified
that regulatory inconsistencies as one
factor that has impeded the flow of rail
traffic

Workstream 3 — Safety and Operations

¢ Funding support likely to be required where
significant investment would be necessary to
improve standardisation

e Refer to Infrastructure & Planning workstream

* High benefits to achieving coordinated
pathing, train management, possessions and
managing passenger curfews (for bulk &
regional freight)

» Difficult to achieve given network
fragmentation and institutional framework

* Potential to be improved with revised
governance arrangements to create the
necessary incentives to achieve coordinated
solutions

¢ Funding support may be required where
imposition of different pathing priorities
would increase costs incurred by RIM (eg
through less productive maintenance
possessions)

* Moderate benefits to achieving more
consistent access management processes

« Difficult to achieve given network
fragmentation and institutional framework

¢ Can be improved with revised governance
arrangements to create the necessary
incentives to achieve coordinated solutions



CONSTRAINT

BENEFITS

IMPEDIMENTS

CURRENT STATUS OF ACTIONS
ADDRESS CONSTRAINT

OVERALL ASSESSMENT

networks, given seven
different regulatory
frameworks overseen by six
different regulators;
differences also apply for
individual RIM’s under a given
framework

While regulation is based on
consistent principles there are
significant differences in
operation

High

Has a material impact on all
mode share drivers, as direct
threat of direct rail
competition creates
incentives for reduced cost,
reduced price and enhanced
service levels

High degree of concentration
in intermodal markets (1-2
operators on any route), but
greater competitive pressure
in bulk markets, where
tenders provide competition
‘for the market’

Medium

Has a material impact on the
most significant modal choice
drivers (price); particularly
reduces rollingstock
utilisation and influences

There is no current national
policy agenda to improve
alignment of access
regulation, and as a result no
incentive for jurisdictions to
cede autonomy

High

Multiple issues contributing
to barriers to entry including

access to critical physical
facilities (primarily an issue
for terminals given regulation
of access to rail networks)

commercial access to
markets (primarily an issue
for intermodal, where long
term volume contracts are
not used)

complexity of entry
requirements (significantly
driven by the harmonisation
issues addressed in this
assessment)

High

Primarily driven differing
perspectives of
environmental regulators on
how to promote best
outcomes

Issues identified and action underway on
some issues

* Government policy is to establish new
intermodal terminals on an open access
basis

* Government policy to improve physical and
operational harmonisation will reduce
barriers to entry, provided strategies can
be successfully identified and implemented

Issue identified

* ARA - (under the NRAP) - is leading the
Interoperability & Regulation Working
group, and notes that:

* Environmental regulation as it relates to rail
freight is inconsistent between
jurisdictions, is not adequately informed by

Workstream 3 — Safety and Operations

High benefits available to reducing barriers to
entry in above rail market

Can be improved with revised governance
arrangements to improve the harmonisation
issues addressed in this assessment, which will
reduce complexity of entry

Moderate benefits to reducing jurisdictional
differences in environmental regulation

Difficult to achieve given current statutory
and institutional design

Can be improved with revised governance
arrangements to create the necessary
incentives to achieve greater alignment of
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CONSTRAINT

BENEFITS

incentives to invest in new
technology rollingstock

* Isacommon issue for rail
operators using multiple
networks, given six
jurisdictional regulatory
regimes apply

Medium

* Significant impact on modal
choice drivers (price)

* Isacommon issue across rail
operations

Medium

* Impact on significant modal
choice drivers (price and
reliability)

* Isacommon issue across rail
operations

IMPEDIMENTS

In the absence of agreed
national policy agenda, no
incentive for jurisdictions to
cede autonomy

High

Entrenched/legacy issues,
with structural impediments
to effective negotiation of
enterprise agreements

Medium

Issues relating to aging
population are well known,
ARA is actively pursuing
recruitment campaigns; issue
will take years to see
significant changes to
workforce profile

CURRENT STATUS OF ACTIONS TO
ADDRESS CONSTRAINT

expert knowledge of the rail freight
industry and does not sensibly consider the
negative externalities of regulatory
responses to poor performance.

* Aneconomy wide issue

Issue identified and action underway

* National Rail Action Plan (NRAP) (2020) —
work program to identify critical skills and
meet those needs

* COAG has established a new COAG Skills

Council to drive skills reform (were due to
provide a reform roadmap to COAG)

* Governments and industry have partnered
on a range of programs to develop critical
rail skills

Workstream 3 — Safety and Operations

OVERALL ASSESSMENT

environmental standards (and accompanying
accreditation processes) across jurisdictions

Moderate benefits to increased flexibility in
industrial arrangements

Difficult to achieve as an economy wide issue

Unlikely to be improved by revised
governance arrangements

Moderate benefits to achieving a long term,
sustainable workforce

Current initiatives should continue



CURRENT STATUS OF ACTIONS TO
ADDRESS CONSTRAINT

CONSTRAINT

BENEFITS IMPEDIMENTS OVERALL ASSESSMENT

Medium

Impact on significant modal
choice drivers (price and
reliability)

Is a common issue across rail
operations

Low — Medium

Key issue relates to fatigue
management

Has an impact on the most
significant modal choice
drivers (price, reliability)

Low - Medium

* Driver training for freight
trains likely to be
unavoidably more complex
(and more time consuming)
than for trucks

* However, investment in
more technology driven
training may create more
efficient and better aligned
driver training requirements

Medium

e Issues are well defined and
not complex, however
harmonisation to a risk based
approach is not supported by
NSW and Qld

Additional requirements only
in NSW & Qld (have additional
schedules for outer work hour
limits for train drivers in both

Issue identified

* ARA (under the NRAP) - is leading the

Interoperability & Regulation Working
group and has identified this as one area
which could most readily be resolved with a
direct and rapid productivity and efficiency
dividend for industry, without comprising
safety.

Issue identified

* Federal Government’s response to 2020 PC

inquiry report into national transport
regulatory reform: .

— Ministers agreed to further review of
fatigue arrangements as a step towards
achieving a consistent approach, to
commence no later than 2022

* Asthe recommendation to set outer limits
on driving hours applied to both the RSNL

Moderate benefits to addressing
opportunities for more efficient driver training
processes, and addressing jurisdictional
differences in driver training requirements

Potential to be improved even in the absence
of revised governance arrangements to
increase incentives for harmonisation

Low to moderate benefits to reducing
ongoing jurisdictional differences in labour
regulation

Difficult to achieve in those jurisdictions
where differences remain given current
statutory design

Unlikely to be improved by revised
governance arrangements

Combined effort by ONRSR and HVNL may
create stronger momentum for change

NSW and QLD) and HVNL, consideration is being given to
both regulators working together on this
issue
Medium - High High No known actions to address constraint Moderate benefits to better managing freight

Influences high impact mode e Issues are well known, but
share driver of price; there remain strong policy
particularly influences interests in ensuring
rollingstock and capacity maximum reliability of
utilisation (more significant commuter services, and low
impact for bulk and port risk tolerance

shuttle services)

Significant impact on any
services that need to use

Workstream 3 — Safety and Operations

and passenger priorities

— While passenger priority would be
expected to remain, there may be
opportunity liberate some capacity for
freight services through a more nuanced
application

Difficult to achieve given low risk tolerance
around urban passenger demands and high
cost to develop separated networks
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CONSTRAINT

Source: Synergies

BENEFITS

metropolitan areas with peak
curfews, particularly Sydney

Medium - High

Influences reliability (both on-
time arrival and predictability)
and PUD costs

Limitation applies to all rail
networks

IMPEDIMENTS

Medium - High

There are known technology
systems that will address
issue, however, there is cost
and complexity in
implementing these systems
including addressing
interoperability, and RIMs
may not have a commercial
incentive for investment

CURRENT STATUS OF ACTIONS TO
ADDRESS CONSTRAINT

Issue identified
* National Rail Action Plan (NRAP) (2020).

Under NRAP, an industry working group
of was tasked with completing a report
on network business cases for the
implementation of interoperable
systems and the recommended role of
government to deliver those benefits.

Workstream 3 — Safety and Operations

OVERALL ASSESSMENT

* Moderate to high benefits of improving
access to real time information

* Refer to Infrastructure & Planning
workstream in relation to digital train control
and automated train scheduling systems
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The assessment in section 3.2 firstly shows there is ‘no low hanging fruit’ or ‘easy fixes’ to
improving rail operating efficiency. None of the operational constraints assessed can be
considered to have ‘low’ impediments to address and, for many of these constraints, the rail
industry has, over an extended period, been investigating opportunities to reduce their impact.
Through these forums, any ‘easy’ gains (high benefits coupled with few impediments) are likely
to have already been implemented. The issues that remain tend to be ones that are difficult
and complex to progress, but which have opportunity to release significant benefits.

As a result, rather than seeking to prioritise opportunities by identifying ‘easy wins’ on an issue
by issue basis, we believe that it is instead more important to prioritise factors that are impeding
solutions to these issues, and to identify where there are any high impact impediments that, if
addressed, could potentially allow further progress to be made on the removal of efficiency
constraints on an issue by issue basis.

Reviewing the assessment of issues, it is clear that a lack of strategic alignment is a high ranking
impediment for many of the issues, and that the most important factors that are driving this lack
of strategic alignment relate to structural market design issues (i.e. network fragmentation) as
well as the absence of institutional and regulatory arrangements to improve market co-
ordination. These are explained as follows:

e  Network fragmentation and mixed organisational focus on intermodal freight:

—  RIMs are almost all expected to operate within a commercial framework and are
governed by their own commercial drivers. For some RIMs, intermodal freight (or
even mode contestable bulk freight) is not their major customer, and the commercial
outcomes for the RIM will be largely driven by its performance in meeting the needs
of its major customers (eg passenger services in the metropolitan networks, coal
services for the Hunter Valley and Central Queensland coal networks). Mode
contestable freight (intermodal and mode contestable bulk) can have limited
commercial leverage for these networks. The problem is exacerbated where
Governments, as owner or funder of networks (particularly metropolitan passenger
networks), do not specify any clear freight objectives or clearly defined freight
performance metrics.

—  Even where intermodal or regional freight is the major customer, meeting their needs
may not provide the strongest commercial driver for the RIM. For networks that are
directly supported by Government funding (eg NSW CRN, Queensland regional
network), the RIM may be more strongly driven by the incentive to reduce costs within
the terms of its contract with Government than to bear any cost to promote rail
utilisation — we are not aware of remuneration mechanisms for RIMs in these cases.

Workstream 3 — Safety and Operations
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As a result, there is significant misalignment of incentives between RIMs in how they
manage inter-network train services. This is not a criticism of the RIMs, as they are all
responding to their own organisational objectives. Rather, itis a predictable outcome
of what we understand to be the incentive framework. Given the extent of
misalignment of commercial objectives, it is unrealistic to expect that the industry
should be able to collaboratively reach a commercial agreement on how to address
many inter-operability issues, as there is little benefit to the RIMs from doing so and
potentially material costs involved. Ongoing reform of incentive arrangements
between RIMs and relevant Government owners provides the most effective means
of addressing this issue.

e  Regulatory frameworks that do not promote harmonisation:

While there are long term policy agendas to promote harmonisation, the focus of this
has been on harmonisation between RIMs through industry collaboration. As
discussed above, this approach runs into difficulties where the stakeholders have
incompatible commercial objectives. But this approach also runs into difficulties
where the stakeholders are subject to differing jurisdictional regulatory requirements
and/or are governed by different jurisdictional regulators who may have different
priorities and interpretations of requirements.

Even in rail safety, where there is a single regulatory framework and a single national
safety regulator, harmonisation concerns still apply. The co-regulatory framework,
which provides for each RIM to develop its own safety systems to address the risks on
its network, is designed to address the varying characteristics and safety risks of
differing networks. This approach does not promote harmonised approaches to
managing risks across networks (although it does not prevent harmonised approaches
being applied if proposed by the rail operator).

There is no national policy agenda to review regulatory frameworks in order to
promote harmonisation. Rather, the frameworks rely on individual RIMs and
regulators to implement more consistent obligations and approaches to increase
harmonisation.

This approach to regulation of rail networks differs materially from the regulation of
other cross jurisdictional infrastructure networks, such as electricity, gas and
telecommunications, as well as the road network. In these cases, the intrinsic
characteristics of the underlying product together with regulatory frameworks are
designed to promote consistency in standards and approaches.

These factors mean that collaborative approaches to addressing efficiency constraints, will have

only limited efficacy. As identified previously by the ARA and the Interoperability Working Group

as part of their role in delivering the National Rail Action Plan, there is limited ability for the

industry to meaningfully impact interoperability challenges constraining productivity within the

Workstream 3 — Safety and Operations
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current structure of authority shared by jurisdictions without achieving a step change in
commitment to coordinated decision making in the national interest or major Commonwealth
intervention.

Development of alternative options for industry co-ordination that are able to more effectively
address these issues will be critical in enabling the development of strategies to address issues
arising from network and jurisdictional regulatory fragmentation and will assist in reducing
barriers to entry. While alternative industry co-ordination options will not, by themselves,
resolve these issues, we consider that more effective industry co-ordination is an essential pre-
requisite to the development of long term solutions to these matters.

Workstream 3 — Safety and Operations
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4 Industry co-ordination options

Without some form of independent intervention, the constraints which are intrinsically
embedded in the existing market structure will most likely continue to limit rail’s
competitiveness. It would not be correct to regard this as a failing of the existing market
participants per se, but more reflective of a simple reality that industry incentives and existing
institutional structures are not designed to deliver harmonised or coordinated solutions that
effectively deal with incompatibilities that lead to inefficiencies that extend beyond structural
or jurisdictional boundaries.

To address the constraints identified above, some form of effective, coordinated industry
guidance or prescriptive change is required. This is likely to ultimately involve institutional
change, however the institutional implications will be driven by the nature of co-ordination
mechanism adopted. There are several industry co-ordination options available, with each
option reflecting a different profile of operational and regulatory centralisation. These profiles
are not the only possible scenarios that may be considered, but understanding the key
approaches available may help in the design of specific policy and institutional options (as will
be considered under the Policy Workstream). The four broad approaches are:

Option A — industry led, consultative approach

e reflects a continuation of the current approach

e  greater harmonisation, and regulatory reform is encouraged through collaborative forums,
with the onus for change remaining with different RIMs, jurisdictional regulators and
governments

e delivery is likely to be less costly to the government than interventions

e  however, as has been demonstrated to date, given the conflicting commercial objectives
of RIMs, there are significant limitations on the issues that can be resolved through this
process.

Option B — centralised guidance on rail operations and regulations, implemented
through voluntary measures

e  Presents incremental change to the current operational and regulatory environment

Workstream 3 — Safety and Operations
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e  Stronger mechanisms would be developed that provide central guidance to state
regulators and RIMs based on a ‘best practice’ approach to each issue, with adherence to
remain on a voluntary basis, involving consultation and development with interested
parties

e Guidance could be developed through already established national bodies (eg RISSB,
ONRSR, ACCC), however this may require some amendment to their current scope of
responsibilities and/or governance arrangements in order to allow them to present an
independent view on best practice approaches.

Option C- centralised guidance on rail operations and regulation — with an option
to mandate change

. presents moderate change to the current operational and regulatory environment

e guidance would be developed and provided based on an assessment of a ‘best practice’
approach to each issue, as with Option B

° however, this option would provide for mandated changes to standards or processes
where the centralised guidance is not voluntarily adopted although there could be an
opportunity for derogations to reflect local circumstances

e this option would therefore provide mandated changes and increased direction to RIMs
and state based regulators, with legislative change limited wherever possible

e implementation of recommended regulatory mechanisms could be the responsibility of
existing regulators. For example, ONRSR’s current safety mandate could be expanded to
include a productivity objective, including through improved harmonisation, recognising
ONRSR’s existing capability and the significant overlap between the two roles.

Option D — prescriptive regulation

e This option presents significant change to the current institutional, regulatory and
operational environment through the introduction of prescriptive, nationally consistent,
regulation.

e  This would include

— almost certainly, a new body with Australian states ceding jurisdiction to that new
body

— national safety and assurance accreditation, with greater level of prescription and
mandated harmonisation than the current co-regulatory framework

Workstream 3 — Safety and Operations
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— national rail operational regulation, to provide a consistent and co-ordinated
approach to non-safety operational issues, such as capacity and path allocation and
train scheduling

— national environmental regulation

— national regulation of rail access and economic regulation

The following table outlines the four broad options of market co-ordination arrangements and
how they could be applied in tackling the high value operational constraints associated with
network and jurisdictional regulatory fragmentation identified in this paper.

The purpose of this table is to identify the co-ordination options available to the industry. While
some of these options will require a change in existing institutional structures, the purpose of
this table is not to try to comprehensively identify the specific institutional structure that would
accompany each option. However, where there is an existing national body that could logically
take responsibility for an issue, this is identified.

Workstream 3 — Safety and Operations



Table 8 Broad approaches to governance arrangements to address network and jurisdictional regulatory fragmentation

OPTION A — INDUSTRY LED,
CONSULTATIVE,
VOLUNTARY

OPTION B — CENTRALISED
GUIDANCE, VOLUNTARY

OPTION C — CENTRALISED GUIDANCE,
OPTION FOR MANDATED CHANGE

OPTION D — PRESCRIPTIVE
REGULATION

CATEGORY

e RISSB develops and manage a
suite of voluntary standards via
a collaborative approach

¢ Industry identifies areas of
inconsistency between systems,
processes and technologies and
encourages RIMs to move
towards more consistent
systems and technologies

* Industry wide portal providing
information on path availability,
including

¢ Interconnected and
consolidated route guides, train
operating conditions

¢ Up to date maintenance
possession schedules

¢ Train path schedules

RISSB to provide additional
guidance to RIMs and rail
operators on opportunities to
enhance inter-operability,
including in relation to standards,
systems, processes and
technologies

May require change in scope
and/or governance for RISSB to
ensure that it can take an
independent view of best practice
guidance

Compliance would remain
voluntary.

Industry wide portal as per Option
A

A Co-ordinating Body to take a
collaborative approach to
developing centralised guidance
for transparency around rules
based processes for train
scheduling and possession
planning

RISSB to provide additional guidance to RIMs and
rail operators on opportunities to enhance inter-
operability, including in relation to standards,
systems, processes and technologies, as per Option
B

Where harmonised arrangements are not able to
be collaboratively agreed (but where there is a net
benefit in a harmonised approach) ONRSR to
specify mandatory inter-operability standards,
which would require agreement of Transport
Ministers to be imposed

ONRSR’s objectives to be enhanced to include a
productivity role, and to have power to direct RIMs
to vary standards, systems, processes and
technologies to improve alignment

Prescribed harmonisation may need to be
accompanied by funding arrangements in some
circumstances

A Co-ordinating Body to require the adoption of
transparent rules based processes for train
scheduling and possessing planning (this may be
addressed through either, or a combination of,
access regulation or operational harmonisation co-
ordinating bodies)

A Co-ordinating Body to specify framework for
development of an integrated/harmonised
platform providing a scheduling service based on
rules based procedures (this may be via the
operational harmonisation co-ordination body)

Co-ordinating Body could potentially have power to
direct RIM in relation to the rules to be applied in
certain circumstances in order to improve
alignment and/or productivity

Workstream 3 — Safety and Operations

National regulator (either ONRSR
or a broader national regulator
incorporating the roles of ONRSR)
to specify a suite of mandatory
inter-operability standards

National regulator to prescribe
approach to managing rail
operations, with defined variation
given different rail network
characteristics

National regulator to develop and
manage integrated platform and
provide a scheduling service
based on rules based procedures.



CATEGORY

OPTION A — INDUSTRY LED,
CONSULTATIVE,
VOLUNTARY

OPTION B — CENTRALISED
GUIDANCE, VOLUNTARY

OPTION C — CENTRALISED GUIDANCE,
OPTION FOR MANDATED CHANGE

OPTION D — PRESCRIPTIVE
REGULATION

¢ RISSB continues to develop
and/or review a suite of
voluntary standards based on a
collaborative approach.

¢ Compliance with those
standards is voluntary.

¢ RIM’s/rail operators could
collaborate to transparently
identify the similarities and
differences between all state-
based regulation and licencing.
The core requirements and
exceptions to be published and
recommendations put to RIMs
and regulators.

¢ Anindustry driven assessment
of network characteristics could
be conducted in each
jurisdiction. A national
economic body could be

¢ RISSB continues its role in
development of voluntary
standards as per Option A

¢ RISSB could also identify the
similarities and differences
between safety standards and
assurance protocols across
networks. The core requirements
and exceptions would be
published and recommendations
put to RIMs and regulators.

* Adoption of consistent standards
would remain voluntary

¢ Anindependent national body
(eg the proposed national EPA)
could identify the similarities and
differences between all state-
based regulation and licencing.
The core requirements and
exceptions to be published and
recommendations put to RIMs
and regulators. Implementation
remains voluntary

¢ Anindependent national
economic body to develop a
targeted set of principles specific
to rail, providing state-based
regimes with direction on the

Where harmonised arrangements are not able to
be collaboratively agreed (but where there is a net
benefit in a harmonised approach) ONRSR to
specify mandatory core safety requirements (as
identified in RISSB review)

Option of either mandatory mutual recognition, or
process of becoming accredited with ONRSR for
core requirements, with RIMs/rail operators then
reliant upon that accreditation for their safety
management systems

RIMs would continue to be responsible for ensuring
operators comply with the other safety and
assurance requirements, including any exceptions
to the core requirements

ONRSR to have power to direct RIM in relation to
the safety and assurance requirements to be
applied in certain circumstances in order to
improve alignment and/or productivity

An independent national body (eg the proposed
national EPA) to specify mandatory core
environmental requirements (as identified in
review)

Option of either mandatory mutual recognition, or
process of becoming accredited with the national
body for core requirements (as identified in
review), with RIMs/rail operators then reliant upon
that accreditation

EPAs in each state will be responsible for ensuring
operators comply with other environmental
requirements by exception

Independent national economic body to develop a
targeted set of principles specific to rail, providing
state-based regimes with direction on the different
levels of regulatory control, and template ‘best
practice’ regulatory control mechanisms, suitable

Workstream 3 — Safety and Operations

National regulator/ONRSR to
specify comprehensive suite of
mandatory standards (based on
RISSB standards) with compliance
overseen regulator as part of
safety accreditation. No RIM-
based regulations and licencing
requirements.

Creation of national rail
environmental regulations and
framework, with compliance
overseen by a national regulator.
No state based regulations and
licensing requirements

Creation of a National Rail Access
Regime, with compliance
overseen by the national
regulator, that provides a
consistent overarching regulatory
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CATEGORY

OPTION A — INDUSTRY LED,
CONSULTATIVE,
VOLUNTARY

appointed to identify the
material similarities and
differences between
jurisdictional regimes for
different demand and supply
characteristics of rail networks.
The results could be put to RIMs
and regulators.

OPTION B — CENTRALISED OPTION C — CENTRALISED GUIDANCE,
GUIDANCE, VOLUNTARY OPTION FOR MANDATED CHANGE
different levels of regulatory for different demand and supply characteristics of
control, and template ‘best rail networks, including a stated objective of
practice’ regulatory control increased harmonisation where practicable.

mechanisms, suitable for different
demand and supply

characteristics of rail networks,
including a stated objective of
increased harmonisation where
practicable.

Regimes must comply to be accredited at the
national level.

¢ Regimes would not be compelled

to comply

Workstream 3 — Safety and Operations

OPTION D — PRESCRIPTIVE
REGULATION

framework, with flexibility in the
regulatory control measures to be
adopted based on different supply
and demand characteristics of
each network.



In order to assess the most appropriate broad option to pursue, we have identified a number of

evaluation criteria, as follows:
. Likely effectiveness in alleviating operational constraints (effectiveness)

e  Ability for RIMs and rail operators to retain autonomy to address individual objectives
(autonomy)

. Flexibility to address individual circumstances and risk levels (flexibility)
e Time and cost required for implementation (time and cost)

e  Required degree of institutional and legislative change, requiring aligned support of
industry and Government and influencing ability to implement option (ease of
implementation)

An assessment of each broad option against these criteria is shown below:

Table9 Assessment of market co-ordination options

OPTION C-
CENTRALISED
GUIDANCE,
OPTION TO
MANDATE CHANGE

OPTION A -
INDUSTRY LED,

OPTION B —
CENTRALISED
GUIDANCE,
VOLUNTARY

OPTION D —
PRESCRIPTIVE
REGULATION

CRITERIA CONSULTATIVE,

VOLUNTARY
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Unlikely to be effective
as does not address
underlying misalignment
of incentives under
current market and
legislative structures

High degree of
autonomy

High degree of flexibility

Unlikely to be effective
as does not address
underlying misalignment
of incentives under
current market and
legislative structures

High degree of
autonomy

High degree of flexibility

Potential to address
underlying misalignment
of incentives will depend

upon the extent and

specificity of the
centralised guidance

Some loss of autonomy,
but retains ability to
tailor arrangements to
individual circumstances
and to depart from
centralised guidance on
an exception basis

Use of centralised
guidance and ability to
depart on exceptions
basis provides significant
flexibility

Mandatory nature of
regulatory regime likely
to provide effective
means of addressing
operational constraints

Limited autonomy,
which may undermine
ability of RIMs and
Governments to pursue
other legitimate
objectives

National regime can
retain elements of
flexibility, but likely to
be more restrictive than
centralised guidance

Workstream 3 — Safety and Operations



Source: Synergies

Largely reflects current
models and approaches

Largely reflects current
models and approaches

This is the option of
least resistance, but is
unlikely to be effective

in alleviating operational
constraints

Provides some
additional transparency
and specification of best
practice approaches, but

remains largely
consistent with current
models and approaches

Provides some
additional transparency
and specification of best
practice approaches, but

remains largely
consistent with current
models and approaches

This is a minimal change
option, but again is
unlikely to be effective
in alleviating operational
constraints

Can be implemented
with reliance on existing
institutional structures,

which will result in
moderate time and cost
to implement

Reliance on existing
institutional structures
will limit barriers to
implementation

Provides the most
balanced assessment
against criteria

Requirement for new
institutional structures
and regulatory
frameworks will likely
lead to extended
implementation
timeframes

Requirement for new
institutional structures
and regulatory
frameworks likely to
create significant
implementation barriers

While likely to be the
most effective in
addressing operational
constraints, provides
less flexibility and likely
implementation
difficulties

Based on this evaluation, Option C provides the best balance of effectively improving

harmonisation of arrangements while maintaining flexibility to tailor arrangements to local

circumstances using a risk based approach, and offering an approach that can feasibly be

implemented at reasonable time and cost.

In order to promote the ease of implementation, this option could be implemented through

varying the roles of a range of existing bodies, in order to directly address each issue with

minimum required institutional and legislative change. For example:

e  Given the high inter-relationship between safety management, operational systems and

productivity initiatives, there is benefit in these issues being addressed by a single body.

Reflecting this, ONRSR’s role could be expanded to incorporate productivity and

harmonisation objectives as well as safety:

—  The architecture behind mandating standards would need consideration, as any

mandated standard would have to be delegated legislation. We understand that the

machinery largely exists for this to happen by virtue of the applied law arrangements

underpinning the existing safety legislative framework (noting this has not yet fully

been put in place by WA);

Workstream 3 — Safety and Operations
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— A process would need to be developed to trigger the imposition of mandatory
standards — this could be triggered either through the NTC or through an
operator/RIM referral process;

— A Ministerial forum would need to approve any mandatory standards;

—  ONRSR could also potentially have a role in assessing disputes over the application of
standards, were they to apply.

e There is less overlap between safety/operations/productivity and environmental
requirements, meaning a separate co-ordinating body, such as a national EPA, could
oversee environmental requirements;

e  Either the ACCC or the NCC would be logical bodies to take on a co-ordination role in
relation to access regulation.

Alternately, in order to establish a stronger impetus for harmonisation reform, a new rail
industry regulatory body could be established, with a broader set of objectives (potentially
incorporating safety, productivity, environmental and access issues). The National Heavy
Vehicle Regulator provides one template for how such a ‘one stop shop’ could operate. The
Australian Energy Market Commission provides another model for how rules could be developed
and applied across the industry. However, if such an institutional approach were to be adopted,
it would be necessary to recognise that, unlike road (and hence the NHVR), the rail network is
underpinned by a contractual framework that allocates risk and responsibility between RIMs
and rail operators, and any regulatory arrangements need to be cognisant of that.

The options discussed above provide opportunity for improved operational and regulatory co-
ordination amongst RIMs and regulators. The remaining area where further co-ordination
would generate significant gains is in the policy approaches and investment decisions of the
various Governments (both State and Commonwealth).

A key opportunity in this regard relates to the extent to which freight is facilitated and
encouraged on shared passenger networks. While these shared networks are often used for
only a small proportion of a freight train’s journey, the constraints that they impose reverberate
across the network — this is particularly the case for the Sydney Trains network, which is used
for a large proportion of interstate freight.

Key issues that impact freight trains operating through shared networks include:

e  Capacity availability for freight services, and in particular the extent to which opportunities
for freight services are increasingly restricted as passenger services are increased;

Workstream 3 — Safety and Operations
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e  Rollingstock standards, where lower risk tolerances are often required for freight services
operating on shared passenger networks;

e  Scheduling and operational constraints (including as a result of passenger priority
obligations).

Progress on these issues is more than critical that ever before, given the risks to adequate freight
rail capacity posed by future passenger fast rail projects, that could potentially significantly
extend the extent of the interstate network subject to these constraints.

There are opportunities for Governments to more clearly identify the objectives for the
facilitation of freight trains through these shared networks (including via the specification of
service obligations in its funding agreements with passenger operators) and to ensure that the
decisions on investment in improved passenger service levels do not undermine objectives for
freight services and mode share.

Itis a welcome development that Infrastructure and Transport Ministers have agreed earlier this
year to develop a Memorandum of Understanding on Interoperability which will consider a
mechanism to implement interoperability impact assessments for future rail investments.* This
will ensure that the broader interoperability impacts of investments are known prior to those
investments being made. Some Commonwealth intervention may be required (possibly via
COAG, Infrastructure Australia), including the use of both ‘carrots and sticks’, to promote
alignment amongst jurisdictions.

4 ARA (Rail Freight Executive Committee (2022) Agenda and Papers, p.14

Workstream 3 — Safety and Operations
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5 Recommendations

Having regard to the available co-ordination options set out in Section 4 to deliver a more
harmonised, consistent approach to the operation and regulation of the Australian rail
networks, recommended actions to address the priority constraints are as follows:

Recommendation 1

Promote a step change to rail industry co-ordination that is able to effectively address incentive
issues arising from network and jurisdictional regulatory fragmentation, and which, in turn, can
effectively promote productivity enhancing harmonisation measures and reduce barriers to
entry.

Recommendation 2

Endorse the use of a centralised guidance approach with option for mandated change (‘Option
C’) and investigate specific policy and institutional options to implement this as part of the Policy
Workstream.

Recommendation 3

Prioritise the introduction of centralised guidance according to the potential benefits, such that:

e the industry should place immediate priority on measures that promote safety and
productivity gains through operational harmonisation;

e the industry should actively progress harmonisation of environmental regulation and
access regulation, recognising that these are likely to present greater challenges (especially
environmental harmonisation) but can also be expected to deliver long term benefits to
the industry.

Recommendation 4

Continue to use existing mechanisms, which will be reinforced by the centralised guidance
approach, to identify the specific actions required to address high priority harmonisation related
constraints, including actions agreed to under the National Rail Action Plan and other regulatory

reviews.

Workstream 3 — Safety and Operations
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Recommendation 5

Promote Governments providing clear freight objectives and freight measurement metrics in
relation to shared metropolitan passenger networks (including moderating constraints imposed
through passenger priority requirements), including through ‘carrot and stick’ interventions by
the Commonwealth Government. Consider specific policy options to achieve this in the Policy

workstream.

Workstream 3 — Safety and Operations
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A. Identifying infrastructure gaps - mode contestable
bulk freight

This appendix provides a more detailed assessment of the benefits and impediments of the operational constraints on rail efficiency identified in

section 3.

Table 10 Benefits assessment

CONSTRAINT

FACTOR #1
MODE SHARE DRIVER IMPACT

High

Influences high impact driver of
price by influencing operating costs
and rollingstock investment
incentives

Influences high impact driver of
reliability

High

Influences high impact driver of
price by influencing operating costs
and rollingstock investment
incentives, cost and utilisation

Influences high impact driver of
reliability

FACTOR #2
MATERIALITY OF IMPACT

Medium - High

Impacts costs in multiple ways
including operating cost (eg
training, crew flexibility), and
rollingstock investment incentive

Medium

Impacts costs in multiple ways
including operating cost,
rollingstock investment incentive
and cost

Low incentive for RIMs to align
requirements given their different
commercial drivers

FACTOR #3
BREADTH OF IMPACT

High

13 different RIMs

Individual services may need up to
4 access agreements and up to 6
RIM transition points

High

As above

Workstream 3 — Safety and Operations
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OVERALL ASSESSMENT OF

BENEFITS AVAILABLE IF
CONSTRAINT WAS

FACTOR #2
MATERIALITY OF IMPACT

FACTOR #1

CONSTRAINT MODE SHARE DRIVER IMPACT

A4

Medium

¢ Influences high impact driver of
price by influencing operating
costs, rollingstock investment
incentives, cost and rollingstock
and network utilisation

¢ Influences high impact driver of
reliability by reducing incentive to
invest in newer rollingstock

High
¢ Influences high impact driver of
reliability

¢ Influences high impact driver of
price by influencing operating cost

* Influences other drivers of transit
time and frequency/ availability

Medium

¢ Influences high impact driver of
price by influencing business
management cost

High

¢ Influences high impact drivers of
price and reliability, as direct threat
of direct rail competition creates
incentives for reduced cost,
reduced price and enhanced
service levels

High

e Impacts operator costs in multiple
ways, including operating cost (eg
training, maintenance), rollingstock
cost and rollingstock utilisation

* Influences network capacity

High

¢ Service disruptions, delays,
restrictions can significantly impact
reliability

e Impacts operator costs in multiple
ways with service disruptions and
delays increasing operating costs
and reducing rollingstock utilisation

Medium

* Different access regimes adds to
the regulatory compliance burden
of operators running trains services
that go across multiple networks

¢ Can be a material cost component
fora

High
e Can have a material impact on

those freight categories which are
contestable

FACTOR #3
BREADTH OF IMPACT
ADDRESSED

Medium Medium
¢ Most significant impact on bulk

services operating over both low

quality regional and mainline

networks
High High
¢ Asabove
High Medium
* Seven different regulatory

frameworks with six different

regulators
* Based on consistent principles but

significant differences in operation
* Differences also apply for

individual RIM’s under a given

framework
Medium High

High degree of concentration in
intermodal markets with 1-2
operators on any route

Greater competitive pressure in
bulk markets, where tenders
provide competition ‘for the
market’
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45

CONSTRAINT

FACTOR #1
MODE SHARE DRIVER IMPACT

Medium

e Six jurisdictional regulatory
regimes, although with similar
requirements in most jurisdictions

¢ Influences high impact driver of
price, as influences business
management and investment costs

Medium

¢ Influences high impact driver of
price as influences labour flexibility
and pay rates

Medium

¢ Influences ability to increase
service levels to match demand
and may influence reliability

Medium

¢ Influences high impact driver of
price as influences training and
train operating costs

High
¢ Influences high impact driver of

price as influences train operating
cost

¢ May influence reliability

FACTOR #2
MATERIALITY OF IMPACT

Medium

¢ Influences investment incentives in
more modern, more efficient
equipment, reduces rollingstock
utilisation

* Prevents operation of certain
locomotive types from a
geographic area (where a
locomotive is excluded from the
network, it is unlikely to be
replaced by a higher performing
locomotive, but trucks will be used
to move the freight instead)

Medium

¢ Industrial arrangements have a
direct impact on crewing
arrangements & labour cost
structures

Medium

* Ageing workforce, recruitment
rates have a material impact on
crewing flexibility and operating
cost

Medium

* Skilled labour arrangements affect
have a material impact on
operating cost, operating flexibility
and efficiency

Low — Medium

¢ Influences train operating costs
and reliability by influencing
crewing flexibility.

FACTOR #3
BREADTH OF IMPACT

Medium

Six jurisdictional regulatory
regimes, although with similar
requirements in most jurisdictions

Even where regulatory
requirements are consistent,
differences may arise in application

Medium

This is a significant issue for those
rail operators with heavily
unionised workforces

Medium

This is a significant issue for rail
operators with aging workforces

Medium

This is a significant issue for those
operators with workplace
conditions requiring inflexible
driver training arrangements

Medium

Some additional requirements only
in NSW & Qld
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BENEFITS AVAILABLE IF
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Medium

Medium

Medium
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OVERALL ASSESSMENT OF

CONSTRAINT FACTOR #1 FACTOR #2 FACTOR #3 BENEFITS AVAILABLE IF
MODE SHARE DRIVER IMPACT MATERIALITY OF IMPACT BREADTH OF IMPACT CONSTRAINT WAS
ADDRESSED
Medium - High Medium - High Medium Medium to High
¢ Influences reliability ¢ Influences operating cost through * Significant impact on any services
influencing rollingstock and that are required to operate

¢ Influences high impact driver of
price as influences rollingstock and
capacity utilisation (more
significant impact for bulk and port
shuttle services) ¢ Where services miss their path
before metro peak, delays can be
multiple hours

capacity utilisation (more through metropolitan areas with
significant impact for bulk and port peak curfews
shuttle services)

Medium - High Medium - High High Medium to High
¢ Influences reliability (both on-time * Significant impact on operational ¢ Limitation applies across all rail
arrival and predictability) efficiency of rail services and networks (although is being
« Influences PUD costs optimal utilisation of below and partially addressed as ATMS is
above infrastructure rolled out)
Source: Synergies
Table 11 Limitations assessment
CONSTRAINT COMPLEXITY LACK OF STRATEGIC ALIGNMENT FINANCING REQUIREMENT TOTAL
Medium - High High Medium - High High
e Broad range of factors driving e Current policy agenda to promote * Implementation costs will include process
inconsistencies, including safety harmonisation being progressed by railway costs at minimum
management systems, or'gar?isatiohal participants «  Additional costs will vary depending upon
precedent, and commercial incentives * Incompatible commercial drivers mean factor driving each inconsistent
¢ Opportunity for selected mandatory inter- that it is unlikely that RIM’s will achieve requirement
operability standards harmonisation on critical issues

Workstream 3 — Safety and Operations
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CONSTRAINT

COMPLEXITY

High

* Broad range of factors driving
inconsistencies, including infrastructure/
equipment standards, primary customer
requirements, organisational precedent

¢ Opportunity for increased consistency of
requirements and ‘mutual recognition’ of
compliance processes

Medium

¢ Inconsistencies primarily driven by
differences in legacy infrastructure and
systems for different RIMs

High

¢ Lack of co-ordination influenced by
absence of suitable technology to aid
optimal decisions on co-ordination of
pathing and train management

¢ Lack of co-ordination also driven by RIM’s
having different primary customer
requirements (eg passenger, local bulk),
and resulting different commercial
incentives

Medium

* Range of factors driving inconsistencies
including primary customer requirements,
organisational precedent and commercial
preferences

LACK OF STRATEGIC ALIGNMENT

High
e Current policy agenda to promote

harmonisation being progressed by railway
participants

¢ Incompatible commercial drivers mean
that it is unlikely that RIM’s will achieve
harmonisation on critical issues

High
e Current policy agenda to promote

harmonisation being progressed by railway
participants

* Incompatible commercial drivers mean
that it is unlikely that RIM’s will achieve
harmonisation on critical issues

High
e Current policy agenda to promote

harmonisation being progressed by railway
participants

* Incompatible commercial drivers mean
that it is unlikely that RIM’s will achieve
harmonisation on critical issues

High
¢ Incompatible commercial drivers mean

that it is unlikely that RIM’s will achieve
harmonisation on critical issues

* No current national policy agenda to
improve alignment of access regulation

* In the absence of agreed national policy
agenda, no incentive for jurisdictions to
harmonise where this requires them to
cede autonomy
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FINANCING REQUIREMENT

Medium High

Implementation costs will include process
costs at minimum

Additional costs will vary depending upon
factor driving each inconsistent
requirement (but assumed to not include
change to physical infrastructure)

High High

Costs will vary depending on factor driving
each inconsistent requirement

Will require investment in alternate,
consistent train equipment across RIMs
and operators, approval costs for new
equipment can be significant

Medium - High High

Implementation costs will include process
costs at minimum

May require changed infrastructure
maintenance arrangements

May require investment in consistent
automated scheduling technology

May require investment in consistent train
management technology

Low High

Implementation costs are primarily process
related

May cause some change in commercial
opportunity/ exposure



CONSTRAINT

COMPLEXITY

LACK OF STRATEGIC ALIGNMENT

FINANCING REQUIREMENT

High

* There are a range of issues contributing to
barriers to entry including both access to
facilities (primarily an issue for terminals),
and access to markets (primarily an issue
for intermodal, where long term volume
contracts are not used) and the complexity
of entry requirements

High

* Factors driving differences are primarily
differing perspectives of environmental
regulators on how to promote best
outcomes

High
* Entrenched/legacy issues, with structural

impediments to effective negotiation of
enterprise agreements

Medium

¢ Issues relating to aging population are well
known, ARA is actively pursuing
recruitment campaigns; issue will take
years to see significant changes to
workforce profile

Low

e There could be significant transitional
issues associated with implementing more
flexible driver training arrangements

Medium

¢ Government’s announced National
Intermodal will develop a network of open
access terminals to complement open
access rail infrastructure

* Current policy agenda to promote
harmonisation being progressed by railway
participants

High

* No current national policy agenda to
improve alignment of environmental
regulation

* Inthe absence of agreed national policy
agenda, no incentive for jurisdictions to
harmonise where this requires them to
cede autonomy

High
¢ No current policy agenda; economy wide
issue

Low
e Reform is largely industry driven

¢ Some targeted initiatives underway as part
of the National Rail Action Plan

Medium

Workstream 3 — Safety and Operations

Medium High

Federal Govt’s funding is related to
development of intermodal terminals and
governance arrangements

Low — Medium High

Implementation costs will vary depending
upon changes pursued, low cost to
improve alignment of jurisdictional
approaches, higher costs for creation of
national environmental regulatory
framework

Medium High

Increased flexibility would require
significant funding and workplace
agreements (potentially including
legislative change)

Medium Medium
* Requires significant investment over a
sustained period (much is industry led)
Low Low to Medium

Investment in more technology driven
training may be required, but this may be
offset by reduced training costs under
current system
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CONSTRAINT

Source: Synergies

COMPLEXITY

Low

¢ Issues are well known and not complex

Medium

* Issues associated with passenger priority
are well known, and primarily around
managing risks of freight trains causing
delays to passenger services

Medium

¢ There are established technology systems
that will provide access to real time
information, however, there is complexity
in implementing these systems so that
they interface effectively across the
various network boundaries

LACK OF STRATEGIC ALIGNMENT

High
¢ NSW and Queensland have entrenched

policy views of retaining mandated
maximum hours

High
e There are strong policy interests in

ensuring maximum reliability of commuter
services, and low risk tolerance

Medium

« Aligns with established Government
support for introduction of ATMS

* However, RIMs do not all have a
commercial incentive to address
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FINANCING REQUIREMENT

Low Medium

Low implementation costs to change
jurisdictional differences

Low Medium

Medium - High

Transitional costs in reviewing train
timetables to identify additional
opportunities for operating freight trains

Medium to

Technology systems have been developed; High
however further systems development still
underway to address network interface

issues

Costs associated with extending
technology systems to additional
networks/routes





