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1 ASX Announcements 29 Jul 2022: Aurizon completes acquisition of One Rail Australia, p. 2. 

https://www2.asx.com.au/markets/trade-our-cash-market/announcements.azj  

https://www2.asx.com.au/markets/trade-our-cash-market/announcements.azj
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2 The Concession Deed governs the use of the rail infrastructure between Aurizon as operator of the rail infrastructure, the 

AustralAsia Railway Corporation (AARC) and the Governments of both South Australia and the Northern Territory.  The Deed is 
to expire in 2054. 

3 One Rail Australia (2021) Tarcoola to Darwin Railway 5-Year Review of Revenues 2013-14 to 2017-18: Submission to ESCOSA, 
November, p.12 
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4 National Competition Council (2000) Australasia Railway Access Regime: Final Recommendation, p.71 
5 Dennis, R. (2021) Australasia Railway (Third Party Access) Code: Review of Revenues: Advice to ESCOSA, April, pp. 6-7 
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6 National Competition Council (2000) Australasia Railway Access Regime: Final Recommendation, p.71 
7 ESCOSA (2006) Ministerial Review of the Australasia Railway (Third Party Access) Code: Final Report, May, p. 9. 
8 ESCOSA has previously noted in the Ministerial Review of the Code that “As the Code itself does not contain an objects clause or 

objectives, the clause 6 principles would seem most relevant” and has referred to the overall goals of access regulation in the 
NCC’s guide to certification. 
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9 Discussion Paper, p. 11 
10 NERA, Asset valuation methodologies for the Tarcoola to Darwin Railway – Discussion Paper 

Essential Services Commission of South Australia, 7 October 2022, p.3 
11 Ibid, p. 21 
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12  Discussion paper, p. 1. 
13  Discussion paper, p. 5. 
14  In a competitive market, ‘excessive’ returns could be attributable to superior products or efficiency, but there is a presumption 

that over the longer term, excessive returns could only be sustainable through market power. 
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15  See OFT, Assessing profitability in competition policy analysis: Economic Discussion Paper, 6 July 2003, A report prepared for 

the Office of Fair Trading by OXERA. 
16  This approach was proposed by Edwards, Kay and Mayer in The Economic Analysis of Accounting Profitability, OUP, 1987. The 

truncated IRR approach is used by regulators including the Competition and Markets Authority (UK). See for example CMA, 
Land mobile radio network services: Profitability methodology approach, 13 December 2021. 

17  Assuming that the firm would replace its assets if deprived of them. In some instances, firms may not replace their assets 
because the cost of them could not be recovered, and the assets should be valued at their recoverable value. 

18  This is indeed the basis for Tobin’s q; a well known indicator of market power. This measures the relationship between the 
measured market value of assets and the MEA of assets used. A measure of >1 is indicative of market power. 

19  ESCOSA, Australasia Railway (Third Party Access) Code: Guideline Review Final Decision, September 2008 
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20  ESCOSA, Tarcoola to Darwin rail infrastructure: Review of asset valuation methodologies for periodic revenue reviews, p. 11. 
21  See S. Greenwald, 1984, ‘Rate Base Selection and the Structure of Regulation’, Journal of Economics, vol. 15, no. 1, pp. 85-95. 
22 See ESCOSA, Tarcoola to Darwin Railway: 5-year Review of Revenues 2013-14 to 2017-18, p. 17. The introduction of straight 

line depreciation in the RAB Roll-forward for the purposes of arbitrations was introduced in the recent review of the guidelines 
without any adequate explanation as the basis for its introduction. See ESCOSA Review of rail guidelines – Tarcoola-Darwin rail 
and the South Australian rail access regimes Final Decision, October 2019, p. 14 and fn. 59. 
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23 While the new asset were subject to a DORC valuation the valuation derived the same value as the invested capital. 
24 This applies to just the privately financed asset values as well as the values calculated for the total assets. 
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25 NCC, Australasia Railway Access Regime, Final Recommendation February 2000 p. 1. 
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26 https://www.accc.gov.au/regulated-infrastructure/rail/hunter-valley-rail-network-access-undertaking/hunter-valley-access-

undertaking-2011  
27 Australian Rail Track Corporation Limited Hunter Valley Coal Network Access Undertaking Draft  Decision 5 March 2010, 

available at: https://www.accc.gov.au/regulated-infrastructure/rail/hunter-valley-rail-network-access-undertaking/hunter-valley-
access-undertaking-2009/draft-decision  

28 Discussion paper, p. 7. 
29 Discussion paper, p. 7. 
30 This is because there is no objective means of splitting the transaction value between the assets acquired in the One Rail 

transaction. 

https://www.accc.gov.au/regulated-infrastructure/rail/hunter-valley-rail-network-access-undertaking/hunter-valley-access-undertaking-2011
https://www.accc.gov.au/regulated-infrastructure/rail/hunter-valley-rail-network-access-undertaking/hunter-valley-access-undertaking-2011
https://www.accc.gov.au/regulated-infrastructure/rail/hunter-valley-rail-network-access-undertaking/hunter-valley-access-undertaking-2009/draft-decision
https://www.accc.gov.au/regulated-infrastructure/rail/hunter-valley-rail-network-access-undertaking/hunter-valley-access-undertaking-2009/draft-decision


18 Tarcoola to Darwin Rail – Review of Asset Valuation Methodologies / Aurizon  

• 

• 

 

 
31  NERA, Asset valuation methodologies for the Tarcoola to Darwin Railway – Discussion Paper 

Essential Services Commission of South Australia, 7 October 2022 at p.20. 



19 Tarcoola to Darwin Rail – Review of Asset Valuation Methodologies / Aurizon  

 

 
32  Aurizon Network publicly announced the acquisition of ORA on 22 Oct 21 (see ASX statement 

https://www.asx.com.au/asxpdf/20211022/pdf/451ylbnsq32yx6.pdf). The first public mention by ESCOSA on a prospective 
review of asset valuation methodologies for the purpose of s50(4) is the draft report on the review of revenues for FY14-FY18 
on 15 Nov 21. 

33  NERA, Asset valuation methodologies for the Tarcoola to Darwin Railway – Discussion Paper 

Essential Services Commission of South Australia, 7 October 2022 at pp.14-15. 
34  See for example Frontier Economics, Why do regulated assets sell for more than the RAB?, IPART 25th Anniversary 

Conference, 2017, available at: https://www.ipart.nsw.gov.au/sites/default/files/documents/3.-stephen-gray-slides_0.pptx and a 
submission prepared for the ENA relating to Ausgrid, https://www.energynetworks.com.au/resources/submissions/2022-
submissions/ena-response-to-the-may-2022-cepa-report-analysis-of-rab-multiples/  

https://www.asx.com.au/asxpdf/20211022/pdf/451ylbnsq32yx6.pdf
https://www.ipart.nsw.gov.au/sites/default/files/documents/3.-stephen-gray-slides_0.pptx
https://www.energynetworks.com.au/resources/submissions/2022-submissions/ena-response-to-the-may-2022-cepa-report-analysis-of-rab-multiples/
https://www.energynetworks.com.au/resources/submissions/2022-submissions/ena-response-to-the-may-2022-cepa-report-analysis-of-rab-multiples/
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35 NERA, Asset valuation methodologies for the Tarcoola to Darwin Railway – Discussion Paper 

Essential Services Commission of South Australia, 7 October 2022 at p.21. 
36 Australian Energy Regulator (2018) Review of regulatory tax approach: Final Report, December, p. 10 
37 ESCOSA (2015) Tarcoola-Darwin Railway: 10-year review of revenues: Final Report, p. 34 
38 NT and SA Governments, Application to the National Competition Council for a Recommendation on the Effectiveness of the 

AustralAsia Railway (Third Party Access) Code, March 1999, p. 11. 
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39 NCC, Australasia Railway Access Regime Final Recommendation, February 2000, p. 3. 
40 ibid, p. 43. 
41 This could be undertaken through a more appropriate indexation of the costs of building the railway (e.g. construction indices). 
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