Queensland
Competition
Authority

File ref: 2019716

23 May 2024

Mr Greg Stevens

Manager - Logistics and Infrastructure
Pembroke Resources

Level 9, 239 George Street

Brisbane QLD 4000

Dear Mr Stevens
Private incremental cost — Olive Downs Complex

| wish to advise that the Queensland Competition Authority (QCA) has approved $125.2 million as
the private incremental cost amount for the Olive Downs Complex. The QCA's decision was made in
accordance with the relevant UT5 provisions (cl. 6.3.2) and is based on all information provided
during this process.

Further information regarding our decision is set out in the attached decision notice.
The QCA will publish this decision on its website.

| would like to thank staff at Pembroke Resources for engaging with our staff and consultants,
particularly in arranging for the visit to the facilities to see the project and works. This assistance is
greatly appreciated.

If you have any questions about the decision notice, please contact Adam Liddy on 07 3222 0548.

Yours sincerely

M

Charles Millsteed
Chief Executive Officer

Address | Level 27, 145 Ann Street, Brisbane, Queensland, Australia 4000 Call | (07) 3222 0555
Post GPO Box 2257, Brisbane QLD 4001 Online | www.qca.org.au



Queensland
Competition
Authority Final decision notice

Private incremental cost — Olive
Downs Complex

23 May 2024

The Queensland Competition Authority (QCA) has approved $125.2 million as the
prudent and efficient value of the private incremental costs associated with the Olive
Downs Complex in accordance with clause 6.3.2 of Aurizon Network's 2017 access
undertaking.

Aurizon Network's 2017 access undertaking (UT5) provides for us to approve the prudent and
efficient value of private incremental costs (PIC) associated with private infrastructure, if requested
by an access seeker or Aurizon Network. In doing so, we:

. must be satisfied this expenditure is for the prudent and efficient value of the assets that are
used to provide the relevant train services over private infrastructure’

. may have regard to the scope of works, standard of works and cost?

o may approve all, or part, of the claim (adjusting the PIC as we consider appropriate).’

Private incremental cost claim

On 21 December 2023, Pembroke Resources (Pembroke) made a PIC application regarding rail
infrastructure it had constructed to transport coal from the Olive Downs Complex to Aurizon
Network’'s Goonyella system (Figure 1). The claim is $125.2 million* for an electrified 6.71 km
balloon loop and 12.04 km spur line.

On 26 April 2024, we released a draft decision proposing to approve Pembroke’s claim in full. No
submissions were received.

TUTS5, cl 6.3.2(a).

2UTS5, cl 6.3.2(b).

3 UTS, cls 6.3.2(e)i), (g).

* The original application was for an indicative amount of $126m, which was subsequently amended to reflect finalised costs.
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Figure 1: Olive Downs Balloon Loop and spur line
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Engineering consultant's assessment

We engaged Arcadis to provide engineering advice on the prudency and efficiency of the PIC claim.

Arcadis assessed the claim items and reported on them based on a site visit to the entire facility, a
desktop review of the documentation Pembroke Resources initially provided, as well as information
subsequently provided throughout the review to further explain and substantiate the claim.

Overall, Arcadis found the scope and standard of all works to be prudent and efficient, given the
reasonable requirements to ensure a reliable and safe railway, the anticipated future demand and
capacity levels, and the expected mine life.

Arcadis found that the overall cost of the works appears to be reasonable, considering similar works
and environmental and regulatory considerations. While some cost elements sat beyond its
benchmark range, Arcadis considered these costs could be explained by the scale and nature of the
work (including the relatively short length of the loop), site specific-factors and increased labour and
material costs due to construction during the pandemic. Given these factors, Arcadis considered the
works to be prudent and efficient.

Arcadis' report is available on our website.

As with all assessments, Arcadis' advice is one input into our overall assessment.

QCA assessment and decision

Based on the information provided, including information supplied by Pembroke Resources to
support its claim, information gathered first-hand when inspecting the site, and advice from Arcadis,
we have approved $125.2 million as the prudent and efficient value of the assets that are used to
provide train services over private infrastructure for the Olive Downs Complex.
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https://www.qca.org.au/project/aurizon-network/2017-access-undertaking-ut5/private-incremental-costs/

We accept that the works that are the subject of the PIC claim are of a prudent standard to meet the
project scope and are not overdesigned — the design and configuration of the works are
appropriate and fit for purpose, given the expected mine life, demand and capacity levels.

While some cost elements are at the higher end of industry norms, we accept that the overall
amount claimed is prudent and efficient, given the required design life, ongoing industry-wide cost
increases and additional costs associated with construction during the pandemic.
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