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EXECUTIVE SUMMARY
Government Administration Committee “A” (the Committee) was established on
26 May 2015 to investigate the financial sustainability of TasRail.
Twenty-one submissions were received by the Committee. Public hearings were
held in Hobart on 12 October 2015, 9 November 2015, 21 December 2015, 22
March 2016, 13 April 2016 and 23 May 2016, and in Burnie on 22 February
2016. Eighteen groups or individuals gave verbal evidence to the Committee at
these hearings. The Committee had site visits to Derwent Valley Railway at New
Norfolk, Norske Skog at Boyer and TasPorts’ facility at Burnie in February and
April 2016.
The Committee made 23 findings. The Committee found that the Above Rail
division of TasRail is expected to be in a profit position by 2018/19, whereas the
Below Rail Division is forecast to continue to make substantial losses and will
continue to rely on operating grants. Some factors which may undermine the
profitability of TasRail, include staff retention, unforeseen damage to rail
infrastructure, and the size and scale of TasRail’s freight task.
The Committee notes that there was a financial impact of the 2016 flood events.
In a letter from TasRail, Chairman Robert Annells indicated that the financial
impact was expected to be in the order of $9 million.
The Committee found that rail transport has a number of social, economic,
environmental and unquantifiable benefits. These include safety, efficiency, a
reduction in road vehicle movements, environmental impacts, the impact on
some road infrastructure and other benefits that are not captured in monetary
terms. The Committee noted that oil vulnerability may drive the need for the
freight system to adapt to alternate sources of energy, explore more efficient
supply chain models and maximise the use of technology.
The Committee acknowledges that, as in other jurisdictions, there are a number
of advantages for passenger (including tourist) trains and there is an opportunity
for passenger trains to resume on the Tasmanian rail network. However,
potential barriers to commuter and tourist passenger rail services include rail
access, insurance, accreditation, and infrastructure challenges. The social,
economic and environmental benefits of commuter and tourist passenger rail
services include economic benefits to the local community, increased tourism
offerings, improved accessibility and safety outcomes.
Both TasRail and the Office of the National Rail Safety Regulator have indicated a
willingness to work on accreditation requirements with future operators wishing
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to use disused rail lines. TasRail is currently investigating legal and insurance
implications for the use of these lines. The Committee notes that legislative
change is required to achieve passenger rail services in Tasmania.
TasRail has a 25 year plan for the rail infrastructure, beyond which a realignment
of the southern section of the north-south line may be necessary. There does not
appear to be a cost differential between road and rail due to the current surplus
capacity in the road freight industry.

Hon Craig Farrell MLC
Committee Chair
22 September 2016

Hon Tony Mulder MLC
Inquiry Chair
22 September 2016
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RECOMMENDATIONS
The Committee makes the following recommendations:
1. The Government investigate opportunities that may present from the
separation of the Above Rail and Below Rail businesses.
2. TasRail, in its Annual Report, report the cost of Above Rail operations
(line by line) and the type of freight carried on each line.
3. The Government commission an independent review to assess:
(a)

The comparative costs and benefits of the Above Rail with the
Above Road freight task;

(b)

The environmental, economic and social costs and benefits of
Above Road and Above Rail; and

(c)

The costs of Above Rail operations (line by line) and the type of
freight carried on each line.

4. The Government review the policy position regarding motor taxes and
charges, including consideration of a user-pays system.
5. The Government engage relevant expertise to assist TasRail to proactively
address the barriers to passenger rail services on both existing and
decommissioned lines; including heritage, tourist and commuter
passenger services.
6. The Government review its Ministerial Statement of Expectations and the
relevant legislation to support non-freight use of the rail network.
7. The Government develop a long term freight plan for the State (post
2035) including:
(a)

An assessment of the future of the north-south line; and

(b)

The long term viability of the rail on its current alignment.

8. The Government closely monitor the internal management culture and
staff communications within TasRail.
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FINDINGS
TERM OF REFERENCE 1
1. TasRail forecasts that the Above Rail segment of the business will be in a
profit position by 2018-19.
2. The Below Rail segment of the business is forecast to continue to make
substantial losses because:
(a) TasRail will continue to rely on operating grants.
(b) Impairment of the Below Rail assets acquired via the capital
expenditure programs constitutes a large distortion to TasRail’s
overall financial statements.
3. There are factors which may undermine the profitability of TasRail,
including:
(a) Unforeseen damage to rail infrastructure; and
(b) Size and scale of TasRail freight task.
4. Negotiations of the Toll contract were made more difficult by the
Government’s commitment to establish an inter-modal hub requiring
significant capital expenditure from the tenant without offering freehold.
5. Accepting road freight operations related to the Bald Hill Mine was
outside TasRail’s core business and led to an approximate $1.5m financial
loss.
TERM OF REFERENCE 2
6. The Commonwealth and Tasmanian Governments are co-investing a total
of $119.6 million of Infrastructure Investment Funding for the Tasmanian
Freight Rail Revitalisation Program that will see priority sections of the
Tasmanian Rail Network upgraded over the four years to 30 June 2019.
7. Both the Tasmanian and the Commonwealth Governments have
committed to the second tranche of Infrastructure Investment Program
funding for the Tasmanian Freight Rail Revitalisation program beyond
2019.
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8. The Tasmanian Government provides TasRail with annual funding
through the Below Rail Infrastructure Contribution.
9. TasRail confirmed that Above and Below Rail projects under the Rail
Recovery Plan were completed on time and on budget with the new
locomotives, wagons, hi-rail vehicles and maintenance vehicles all fully
commissioned in 2014.
10. There is no expectation that the Below Rail division of TasRail will
generate a profit.
11. There is an expectation the Above Rail division will generate an operating
surplus and a subsequent profit on an Earnings Before Interest and Tax
basis.
12. TasRail does not calculate or report the profitability of individual lines by
type of freight carried. TasRail reports on Operating Segments in
accordance with Australian Accounting Standards Board 8 Segment
Reporting.
13. Currently TasRail manages both Above and Below rail operations. A
model where TasRail manages only Below Rail operations could be
considered which would enable Above Rail operations to be privatised.
This model would require amendment to the Rail Company Act 2009.
TERM OF REFERENCE 3
14. Rail transport has a number of social, economic, environmental and
unquantifiable benefits, including:
a) Rail is a safer way to move freight;
b) Rail is an efficient and productive transport line haul mode which
brings significant economic benefits to those sectors with freight tasks
that are suited to rail;
c) Use of rail as a transport mode decreases both the number of vehicles
needed and the negative impact on some road infrastructure;
d) Rail has a smaller impact on the environment than road. Oil
vulnerability will drive the need for the freight system to adapt to
alternate sources of energy, explore more efficient supply chain
models and maximise the use of technology; and
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e) There are benefits of rail transport which are not captured in
monetary terms which accrue to the community at large, such as social
inclusion and reduced congestion.

15. In the absence of an independent analysis, the expected efficiency of rail
over road cannot be assessed.
16. Independently establishing the comparative Above Rail and Above Road
costs is critical to the post 2035 future of the rail freight task in Tasmania.
TERM OF REFERENCE 4
17. A number of possibilities were identified for tourist passenger trains to
resume activity on the Tasmanian rail network.
18. Potential barriers to commuter and tourist passenger rail services include
rail access, insurance, accreditation and infrastructure challenges.
19. The potential benefits of commuter and tourist passenger rail services
include economic advantages to the local community, reduced emissions,
increased tourism offerings and improved accessibility and safety
outcomes.
20. TasRail has made minimal progress to facilitate access to the rail network
for non-freight operators in terms of the existing legal, regulatory,
administrative framework and insurance barriers that currently prevent
such access.
21. TasRail’s core business is freight.
TERM OF REFERENCE 5
22. There is a lack of planning for the post-2035 rail freight task particularly
in regard to known risks.
23. TasRail is small by rail organisation standards and therefore has difficulty
attracting and retaining suitable staff, particularly during a period of a
major transformation.
24. TasRail’s internal communication has been problematic and cultural
change within management and operations is occurring.
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ABBREVIATIONS
ANRC

Australian National Railways Commission

ATN

Australian Transport Network

ARA

Australasian Rail Association

BRIC

Below Rail Infrastructure Contribution

DRR

Don River Railway

DSG

Department of State Growth

EBIT

Earnings Before Interest and Tax

EBITDA

Earnings Before
Amortisation

FTT

Future Transport Tasmania

HNSRAG

Hobart Northern Suburbs Rail Action Group

IIP

Infrastructure Investment Program

NPA

National Partnership Agreement

ONRSR

Office of the National Rail Safety Regulator

PNT

Pacific National Tasmania

RMMD

Rail Maintenance and Management Deed

TGR

Tasmanian Government Railways

Interest,

Tax,

Depreciation

and
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MAP OF RAIL LINES

Map provided by TasRail, 8 September 2016.
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INTRODUCTION
At the meeting of the Legislative Council Government Administration Committee
“A” on Tuesday 26 May 2015, it was resolved that an inquiry be established to
investigate the financial sustainability of TasRail, with the following Terms of
Reference:
1. The financial position of TasRail taking into account the half yearly
financial position;
2. Factors impacting on the ongoing and future financial performance of
TasRail including:
a) State and Federal funding;
b) The projected cost of current programs for upgrading above and
below rail assets and infrastructure;
c) The expected return on investment allowing for depreciation; and
d) The profitability of lines by type of freight carried, including bulk
cargo and diversified freight;
3. The social, economic and environmental benefits of rail transport (if any)
compared with road and other surface transport modes;
4. The opportunities and barriers, social, economic and environmental
benefits and the opportunity cost of foregone road infrastructure with
regard to commuter and tourist passenger rail services; and
5. Any matters incidental thereto.
Twenty-one submissions were received by the Committee. Public hearings were
held in Hobart on 12 October 2015, 9 November 2015, 21 December 2015, 22
March 2016, 13 April 2016 and 23 May 2016, and in Burnie on 22 February
2016. 18 groups or individuals gave verbal evidence to the Committee at these
hearings.
The Committee also had site visits to Derwent Valley Railway at New Norfolk,
Norske Skog at Boyer and TasPorts’ facilities at Burnie in February and April
2016.
The Hansard transcripts of these hearings are available at
http://www.parliament.tas.gov.au/ctee/Council/GovAdminA_TasRail.htm. The
transcripts should be read in conjunction with this report.
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This Report provides a summary of the key findings contained in evidence
presented during the Committee through the written submissions and verbal
evidence provided to the Committee during the public hearings.
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BACKGROUND
Similar to the interstate rail networks, the Tasmanian rail network has evolved
over time. Ownership of the rail network and the operation of train services,
have, at various times, passed between government and the private sector; and
the rail network has operated structurally as both vertically separated and
vertically integrated, i.e. it has been divided into Above Rail and Below Rail
divisions.
TasRail’s Above Rail division provides rail and logistics services, bulk handling
and storage, ship loading services, terminal management and operations. It also
is responsible for the maintenance and operation of the rolling stock. The Above
Rail division can be best viewed as the commercial arm of TasRail.
The Below Rail division maintains and upgrades the network and other
associated infrastructure and is responsible for the safe operation of the Rail
Network. The revenue generating opportunities for the Below Rail division are
limited to the access fees that are charged to the Above Rail division for its use of
the network.
Tasmania has a long history of rail transport as part of its land freight system.
Between 1885 and 1938 the rail network (excluding the Melba Line) was owned
by the State and operated as the Tasmanian Government Railways (TGR).
Ownership transferred to the Tasmanian Transport Commission between 1938
and 1975 when, as part of a Commonwealth initiative to amalgamate Australia’s
railways into one entity, the Tasmanian Government sold the railway to the
Australian Government.
The Transport Commission operated the network between 1975 and 1978 on
behalf of the Australian Government, who owned and operated it as part of the
Australian National Railways Commission (ANRC) until 1997. In 1997 the
Tasmanian Government resumed ownership of the rail land asset as a strategic
corridor. Ownership of the fixed assets (rail track infrastructure) was severed
from the land itself and sold by ANRC along with the business to the Australian
Transport Network Consortium, led by Wisconsin Central and Tranzrail, (ATN).
The Tasmanian Government leased the land corridor to ATN. ATN continued to
operate the business as ATN TasRail, annexing the Melba Line (Melba Flats Burnie) through the purchase of the Emu Bay Railway Company (giving it access
to Melba Flats on the west coast and the mineral concentrates traffic) and
merged the two businesses.
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In early 2004 ATN sold TasRail to Pacific National (a subsidiary company of
Asciano Limited), who in 2006 approached the Tasmanian Government for
funding to continue operations. In June 2006, the Tasmanian and Australian
Governments announced a joint “Rail Rescue Package” of funding over 10 years
towards capital upgrades and track maintenance.
In conjunction with the Rail Rescue Package, the rail network infrastructure
(excluding the Melba Line) was transferred to the Tasmanian Government from
Pacific National Tasmania (PNT) on 1 January 2007 for $1 and declared open
access under the Trade Practices Act 1976 (Cth), making it available to third
party rail operators. Under the terms of the Rail Maintenance and Management
Deed (RMMD), PNT continued to have responsibility for managing and
maintaining the asset for the term of the RMMD.
PNT continued to privately own and operate the Melba Line without government
assistance. In 2008 Asciano Limited announced its intention to cease business
operations in Tasmania and following a failed market sale process entered into
formal negotiations with the Tasmanian Government to acquire PNT.
In November 2009, the Tasmanian Parliament approved the Rail Company Bill
2009, establishing a new state-owned company, TasRail, to own and operate the
rail network and to undertake train services. TasRail began operation on 1
December 2009.1
The State Government and Pacific National Tasmania (PNT) concluded a
business sale agreement in September 2009 enabling the State to acquire the rail
operations and business of PNT for $32 million. A new state-owned company,
Tasmanian Railway Pty Ltd (the Company), was established under the Rail
Company Act 2009 for the purpose of acquiring, owning and operating the rail
business in Tasmania.
The new company, TasRail, commenced operations on 1 December 2009. From
2013, TasRail will take delivery of 209 new wagons (54 ore, 18 cement, 17 coal
and 120 intermodal) and 17 new locomotives.

1

Source: Tasmanian Rail Revitalisation Program – Rail Infrastructure
Capital Initiative, Submission to Infrastructure Australia, TasRail, August 2012
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EVIDENCE
TERM OF REFERENCE 1
The financial position of TasRail taking into account the half yearly
financial position.
The TasRail submission provided an overview of TasRail’s corporate governance
system:
TasRail is an incorporated State-Owned Company administered by a
shareholder-appointed Board of Directors that meet monthly.
The company has two Shareholder Members:
 The Minister for Infrastructure, the Hon. Rene Hidding MP as the
Minister with portfolio responsibility for TasRail; and
 The Tasmanian Treasurer, the Hon. Peter Gutwein MP.
TasRail operates to a Corporate Governance System that is consistent with
the eight principles of Good Corporate Governance, as published by the ASX
Corporate Governance Council:
 Lay solid foundations for management and oversight;
 Structure the Board to add value;
 Promote ethical and responsible decision making;
 Safeguard the integrity in financial reporting;
 Make timely and balanced disclosures;
 Respect the rights of Shareholders;
 Recognise and manage risk; and
 Remunerate fairly and responsibly.
Amongst other accountabilities, the TasRail Board is accountable for:
 Overseeing the Company, including its control and accountability
systems;
 Reviewing and ratifying systems of risk management and internal
compliance and control,
 Codes of Conduct and legal compliance;
 Approving and monitoring the progress of major capital
expenditure, capital management, acquisitions and divestures; and
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Approving and monitoring financial and other reporting including
Safety, Health and Environmental performance.2

The TasRail submission highlighted that, in order to understand the nature of
TasRail’s operating structure, it is necessary to view its finances within a dual
divisional framework – the Above Rail and Below Rail divisions:
TasRail’s Above Rail division provides rail and logistics services, bulk
handling and storage, ship loading services, terminal management and
operations. It also is responsible for the maintenance and operation of the
rolling stock. The Above Rail division can be best viewed as the commercial
arm of TasRail, which like any commercial enterprise, is focused on
delivering a financial surplus.
Consistent with Section 6 of the Rail Company Act 2009, TasRail operates in
accordance with sound commercial practices. To govern these practices,
any new Above Rail commercial and capital agreements are based upon
competitive commercial returns and are consistent with the TasRail Pricing
and Delegations policies. These policies are reviewed annually.
The Below Rail division maintains and upgrades the network and other
associated infrastructure and is responsible for the safe operation of the
Rail Network. The revenue generating opportunities for the Below Rail
division are limited to the access fees that are charged to the Above Rail
division for its use of the network. These access fees paid by the Above Rail
division are not determined by TasRail but are set in accordance with the
Transitional Access Regime.
Due to the limited nature of income streams and the large amounts of
capital required to maintain and upgrade the network assets, it has always
been recognised that the Below Rail division will not generate a profit.
However… the Below Rail division does generate substantial savings and
benefits. This approach is consistent with investment in such large scale
infrastructure, such as roads, bridges and ports.
All capital provided to TasRail that is used to fund Above Rail and Below
Rail projects is governed in accordance with category-leading Procurement
Standards. TasRail governs all funding provided by the Australian
Government in accordance with the Australian Government’s project
specific funding assessment guidelines which can include Infrastructure
Australia assessment processes.

2

TasRail, Submission, 31 July 2015, p. 12.

14

Consistent with Australian Accounting Standards, the Above Rail and Below
Rail divisions are consolidated in TasRail’s Financial Statements, as
published in the Company’s Annual Report.3
Impairment of Capital
The TasRail submission noted that impairment of the Below Rail assets acquired
via the capital expenditure programs constitutes the single largest distortion to
TasRail’s financial statements:
The most important thing to consider regarding impairment is that these
losses are not cash losses. An impairment loss does not indicate financial
unsustainability.
As per direction by the Tasmanian and Australian Governments and
consistent with Australian Accounting Standards, TasRail is required to
recognise the capital funding it receives to procure, maintain or renew
Below Rail infrastructure assets as equity contributions (akin to the issue of
shares), not as income. This means that this funding is not recorded as
income in TasRail’s operating profit or loss. The Below Rail infrastructure
assets, which are renewed and/or upgraded with capital funding, do not
generate a profit as the access fees and the BRIC provided by the State
Government do not exceed the annual cost of maintenance.
Under Australian Accounting Standards, TasRail is required to assess the
recorded value of its Below Rail assets and determine whether they are
impaired. An impairment test considers whether the costs of the assets
exceed their recoverable amount determined by either a discounted cash
flow valuation or the realisable value in an arms-length sale.
In the case of TasRail’s Below Rail infrastructure assets, there is no
operating profit or ready market to determine the sale value of these assets.
As a result, TasRail’s ongoing capital expenditure in the Below Rail
infrastructure assets is written off as an impairment expense in TasRail’s
operating profit and loss.
It should be noted that this accounting treatment of the rail network is
different from the approach taken for the road network maintained by DSG
and the local road network that is maintained by Local Government. In both
these cases the road networks are recorded at cost or estimated
replacement cost in the financial statements of these organisations and the
assets are not impaired as there is no requirement to consider these assets
3

TasRail, Submission, 31 July 2015, pp. 12-13.
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generating future profits. The reasons for the differences between the road
and rail assessments are that the rail network assets are owned by a “for
profit” company whereas the road networks are not.4
Summary of Half Year Financial Report 2014-15
The TasRail submission provided a summary of the 2014-15 half yearly financial
report:
In a challenging freight market environment, TasRail reported a favourable
EBIDTA result of $0.5 million ahead of a budget of a $0.5 million loss as at
31 December 2014. This result was generated through a combination of
above budget revenue and improved savings.
The positive revenues of $18.4 million against a budget of $17.2 million
were generated across all rail services with particularly good freight
volumes across a number of bulk commodity services throughout the period.
Other revenue streams also performed well against budget. Operating
expenditure over the first six months of 2014-15 was $2.4 million less than
the budgeted amount of $26.3 million. The main drivers behind the savings
were a number of operational efficiencies including a reduction in fuel
expenditure of $1.1 million against a budget of $3.2 million.
When factoring in a provision of $3 million for the Colebrook derailment
that occurred in November 2014, TasRail’s operating expenditure exceeded
budget by $600k to $26.9 million. It should be noted that the investigation
by the Australian Transport Safety Bureau confirmed this derailment
occurred as a result of operator error, and was not attributable to the
network or the new assets.
The expectation for the 2014-15 EBITDA result is favourable to budget.
However, the result of the full year financial statements remains subject to
confirmation by the Tasmanian Audit Office.5
In summary, the TasRail submission outlined the factors impacting on TasRail’s
ongoing and future financial performance:




4
5

The fact that TasRail has only recently completed the Rail Recovery
Plan, yet continues to report improved financial performance, suggests it
is well on track to meet the financial expectations of its Shareholders;
Operating in a heavily contested market environment with little growth,
TasRail has successfully improved its financial performance through

TasRail, Submission, 31 July 2015, p. 13-14.
Ibid, p. 14.
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sound commercial engagement with its customers and by achieving cost
efficiencies across all operating divisions; and
TasRail will continue to pursue improvement in its financial
performance by identifying and capturing new business opportunities
and by continuing to achieve cost efficiencies.6

According to the Tasmanian Government submission:
TasRail has high fixed costs and is reliant on Government funding, not only
for its capital programs, but to ensure its ongoing financial viability. While
TasRail is forecasting growth in its freight task in the short to medium
terms, its financial performance is expected to remain relatively poor
compared to some other state owned companies; however, it may be of
interest to note that Metro Tasmania has an annual subvention of around
$40 million.
The below rail segment of the business is forecast to continue to make
substantial losses and will always rely on an operating grant from the
Tasmanian Government. The above rail business is currently forecast to be
in a profit position by 2018-19. It is the Government’s position that any
surpluses generated by the above rail business will be used to offset the
below rail operating grant. It should be noted that expenditure on the below
rail network would likely be required on the road network, should the rail
business not exist.7
The Tasmanian Government submission concluded:
Successive Australian and Tasmanian Governments have made significant
investment in, and commitment to future contributions to, rail freight in
Tasmania. This commitment is focused on addressing historical
underinvestment to rejuvenate rail and ensure it is a safe and reliable
component of Tasmania’s freight system, providing choice and competition
to business. The positive externalities associated with rail, including safety
and environmental benefits, are recognised nationally.
While past investment has enabled significant progress, as the forward
funding commitment from both the Australian and Tasmanian Governments
show, this task is not yet complete and the financial sustainability of rail
based on current results should be considered in this context.8

6

TasRail, Submission, 31 July 2015, p. 14.
Tasmanian Government, Submission, 28 July 2015, p. 6.
8
Ibid, p. 7.
7
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When asked to confirm the timing of profitability of the above rail business at the
final public hearing of the Committee in May 2016, Mr Robert Annells, Chairman
TasRail qualified this positon:
It is not materialising as quickly as we would have hoped. I have said before
in front of your committee that TasRail in many ways is simply a barometer
of the state's economy, particularly when it comes to bulk commodities. I do
not think it is any secret that at the present time the bulk commodity
market in Tasmania is really struggling. As a consequence, some of our
existing customers and some of our prospective customers have not
materialised. That had led us, for example, this year to fall behind our
projected EBITDA position. We are currently anticipating we will have an
EBITDA loss of about $1.5 million. We have managed to keep it to that,
because it could be and should be very much larger than that, by fairly
significant cost cutting. We have also had increased business flowing to us
through our intermodal side. That side of the business actually is in front of
where we expected it to be, but our bulk business is well behind.9
However, Mr Annells confirmed that despite this, the 2018/19 projection has not
been pushed out:
We have not formally pushed that out. Within another six to nine months,
unless some of our older customers come back or one of the prospective
customers actually starts - and they are Venture and ABX principally; Shree
would be another one - then we will have to look at the 2018 aspiration,
because that is all it has ever been - where we thought we would be.10
Contract Issues/Business Decisions
The Committee is aware of the 40 year lease signed by Toll in 2013 after vacating
their previous tenure at Evans Street, Hobart.
During the Government Businesses Scrutiny Hearings in December 2015, Mr
Robert Annells, Chairman TasRail stated:
One of the most concerning things for the board was that we have to run
this business as well as doing the major capital upgrades that were
necessary. We spent a great deal of money provided by the Commonwealth
and the state in doing significant upgrades of an engineering nature.
At the same time we have to run the business and one of our concerns was
virtually none of our major customers were operating on the basis of a long9

Robert Annells, Transcript of Evidence, 23 May 2016, p. 1.
Ibid. p. 2.

10
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term contract. Everything was pretty much on a spot basis. It was all very
short term. That is not the way to run a business like a railway where you
have long-term commitments for rolling stock and upgrading the
track. Everything costs a lot of money.
It has been a policy of the board, supported by the various governments that
we have operated under, that we seek to secure as much as possible our
future base load activity with long-term contracts. We now have 98 per
cent of all of our contestable base load secured in a variety of long-term
contracts with a considerable amount of other more spot work done on
perhaps annual contracts. Our major long-term contracts have involved a
range of customers. Norske Skog were one we were very keen to have
secured. Toll Tasmania was clearly another one. We have sought to have
our cement contract on a long term basis and our coal contract out of
Fingal. We also sought to have much more of our mineral activity secured
by long-term contracts, which works fine until your customer stops
producing. We have had all sorts of issues there.
The particular one of interest to you, Mr Green, will be in relation to
Toll. You have to look at Toll in the context of they were being required to
vacate the Evans St site in the city. Toll had to move but they had a range of
options as to how they might choose to work. The option we wanted them
to choose of course was to relocate their activity to the Brighton hub. To
relocate to the Brighton hub, where we were not offering freehold, we were
offering leasehold tenure, against a commitment from Toll that we agreed
was in the vicinity of $25 million of capital expenditure required them to get
approval from their head office to get quite a long term lease to justify the
investment they had to make in the Brighton hub.
In that case they have a 40-year lease. It is a 15 plus 15 plus 10. That is not
an unusual length of term for a company being required to spend in the
order of $25 million. People can argue whether 30 years was long enough,
or 40, but that is what they wanted and they were in a very strong
bargaining position.
What became plain as we went through the very difficult negotiation with
Toll to get them to relocate to the Brighton hub was that they required a
long term haulage contract to back to back (sic) their decision to move to
Brighton. They were not going to move to Brighton, spend this $25 million,
notwithstanding that they were given a long term lease without a long term
haulage contract for rail. The arrangement that was put in place after very
difficult negotiations with a very difficult party was a back-to-back haulage
agreement that mirrors the lease agreement.
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Whilst it was probably longer than we would have liked there are all sorts of
provisions that give comfort to both sides that they cannot be locked in
there forever. More importantly, from our perspective, it locks Toll into
using rail out of Brighton for a very long time. For our business that is a
very good thing. Toll were not going to agree to a shorter period for the
lease.11
According to Mr Cameron Simpkins, former employee, TasRail:
The hidden agenda obviously is, this is in my opinion, that the Brighton
Transport Hub does not appear to be have (sic) been built with a business
case in mind.12
In response to the matter of the asserted lack of a business case for the Brighton
Transport Hub, Mr Annells stated:
What we did was an analysis of the costs to us which we could do with a
reasonable degree of certainty. The benefits were much more difficult to
calculate. It was not a business case in the classic sense of the words but it
certainly was an attempt by us to analyse the likely cost to us for assuming
responsibility for Brighton. We did a comparison between those costs and
the costs of us remaining at Evans Street. Our purpose was to try to say to
government there are some additional costs here that we know we are
going to incur and they related to maintenance, insurance and various
other issues. What we were less certain about at the time was what the
benefits would be in the sense of could we quantify what they were. I don't
think anybody would pretend that we were not involved in the construction
of Brighton [Transport Hub]. We weren't involved in the planning of
Brighton. Those were decisions that had been well and truly made before
we were established. With hindsight it is clear to me that whatever input
came from the then operators of the rail system in Tasmania was grossly
incorrect. In the end, what it was was there for all to see and our job, at the
request of government, was to take it over and run it.
I can say that at the time we felt that there would be quite a considerable
cost impost on us. Because there was no guarantee, at the time we were
asked to take over the management of it, that Toll or SeaRoad or anybody
else would actually locate there, we were extremely nervous about the likely
impacts on our business. That was our main concern at the time. We had
known costs but very uncertain benefits. Nevertheless, the board was asked
11
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to take on the management of this facility and we were the logical people to
do it, with the possible exception of TasPorts, who could have done it,
because it is only a port that just happens to be inland. But we took it on. 13
In relation to the amount of rent paid by Toll as a result of the strong bargaining
position of Toll during the contractual negotiations:
There is a market rent on the Brighton hub, right from day one. It is subject
to three yearly review to market and in between time it is CPI, I think. The
number was endorsed by the Valuer-General. He was involved and very
helpful as we went through this process. While I prefer not to give the
number it was in the many hundreds of thousands. It was a market
assessment at the time.
The difficulty of these negotiations was principally around a couple of
issues. One was that we were not prepared to offer freehold title, so a
long-term lease was all they were ever going to get. They were not used to
investing large amounts of capex, because the second requirement was, you
have to put in a significant development on this, otherwise we are not going
to lease it to you.14
Mr Annells noted that the Toll contract has a best endeavours clause built into it:
The freight contract has a CPI built into it and then it has a best endeavours
clause, and it was no more than the best endeavours, for them to grow the
freight on the train. That was as good as we could get, and anything else
would be a waste of time. They can guarantee all they like, if the freight is
not there, the freight is not there.15
The Committee noted that despite the ‘best endeavours’ clause, Toll continues to
use road freight for north and southbound cargo.
According to Mr Annells:
The vast majority of the Toll freight coming out of Hobart was actually zinc
and it was coming on a truck anyway. For Toll, if the truck didn't go from
the zinc works to inner Hobart, it would have gone from the zinc works to
inner Glenorchy or out to Brighton, whatever form Brighton took. From
their point of view, they didn't care. They had an investment in the Hobart
facility but they were not wedded to it at all.16
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Mr Annells continued:
The Brighton hub was established not just as a road-rail interface but a
road-road interface as well. Toll use it this way. They bring trucks in and
they take trucks out. A lot of the Toll material comes in and is put straight
onto our (sic) and it never goes near their warehouse. As Damien said, a big
part of their contract with Electrolytic Zinc Works involves a degree of
warehousing on site before it leaves Tasmania. They can and do do it at
Brighton.17
The Committee also noted the rise in the non-Toll freight task which is primarily
south bound freight (Figure 1).
Figure 1: Other Container Volumes18

In response to the Committee’s question regarding any incentives for Toll to
move their facility from Evans Street to the Transport Hub in the absence of a
rental decrease, Mr Annells stated:
In the end, the only sweetener we put on the table was a requirement that
came up at the very last moment, and that was that the Government was to
pay for the hard stand that they needed to develop on their side of the
boundary to ensure there was a seamless translation from across their
boundary onto our site.
These hard stands require quite a bit of cash because they are very thick and
they have to withstand very heavy axle loads. The number on that came to
$3 million and we were a non-negotiable requirement that we paid for it.
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We negotiated that we would pay for half of it and we would lend them the
other half. In the end, we have paid $1.5 million and they did not require the
rest. A hard stand, which has a life well beyond 40 years, is ours. When they
vacate, we have that investment sitting there even if their buildings are
worthless, the hard stand will still be there.19
Toll was contacted a number of times by the Committee for comment regarding
this issue, however no response has been received.
The Committee noted that the failure of the Bald Hill mine to proceed impacted
on TasRail, who has taken responsibility for the road transport of concentrate to
the Campbell Town loading site. According to Mr Damien White, CEO TasRail:
We offered up an integrated solution for ABX and that was a road operation
from their mine at Campbell Town to our rail head at Conara, using open
top bulk containers, transferring the rail and running a daily rail operation
to Bell Bay which I think was in the order of a quarter of a million tonnes a
year.20
According to Mr Annells:
We decided that this was an obvious task that we should undertake. It was
right in our sweet spot in terms of hauling relatively low value material that
was heavy and we bid for it. With hindsight, would I have done the same
thing again? Yes.21
Ultimately this business decision lead to a loss on TasRail’s bottom line:
I think the total loss to us will be somewhere around $1.5 million for all
costs.
…
This is quite an unusual arrangement. So when I say, 'Would I do it again?',
looking back on what we knew as a board at that time, 'Yes', but looking
back now if I was presented with the same based on Venture and on ABX, I
have said to the Government reluctantly that despite us believing that it is
our role to be absolutely proactive and try and facilitate these sorts of
mining developments, and we don't apologise for that, we don’t back away
from it but we cannot afford to do it again. The hit to our bottom line - it
might be a $1.5 million for ABX but we invested considerably more in
Venture.22
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Financial impact of 2016 flood events
The Committee notes that the financial position provided to the Committee could
be impacted by the floods in mid-2016. In a letter from TasRail Chairman Robert
Annells to the Committee, dated 8 September 2016, responding to the
Committee’s request for information regarding the financial impact of the flood
event, TasRail advised that there will be an impact across the 2015/16 and
2016/17 financial years:
Urgent repairs were promptly completed to enable full restoration of the
network and provide for safe passage of trains but further works will be
required into the future to return the infrastructure to a pre-flood condition.
The property damage bill is expected to total in the order of $9 million.
TasRail is insured for property damage to the operational network, but the
Company is required to fund a $2 million deductable (excess) amount.
However, TasRail’s insurance did not extend to business interruption costs
due to this flood event. Flood damage that occurred on the Non-Operational
lines is also not covered by TasRail’s insurance and is estimated to cost in
the order of $1 million to $2 million to repair.23

Findings:
1. TasRail forecasts that the Above Rail segment of the business will be in a
profit position by 2018-19.
2. The Below Rail segment of the business is forecast to continue to make
substantial losses because:
(a) TasRail will continue to rely on operating grants.
(b) Impairment of the Below Rail assets acquired via the capital
expenditure programs constitutes a large distortion to TasRail’s overall
financial statements.
3. There are factors which may undermine the profitability of TasRail,
including:
(a) Unforeseen damage to rail infrastructure; and
(b) Size and scale of TasRail freight task.
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4. Negotiations of the Toll contract were made more difficult by the
government’s commitment to establish an inter-modal hub requiring
significant capital expenditure from the tenant without offering freehold.
5. Accepting road freight operations related to the Bald Hill Mine was
outside TasRail’s core business and led to an approximate $1.5m financial
loss.
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TERM OF REFERENCE 2
Factors impacting on the ongoing and future financial performance of
TasRail including:
a) State and Federal funding;
b) The projected cost of current programs for upgrading above and
below rail assets and infrastructure;
c) The expected return on investment allowing for depreciation;
and
d) The profitability of lines by type of freight carried, including bulk
cargo and diversified freight.

State and Federal Funding
The TasRail submission provided an overview of Tasmanian and Australian
Government funding:
The Tasmanian Government provides TasRail with annual funding through
the Below Rail Infrastructure Contribution (BRIC) and additional funding
for unique and discrete one-off works packages designed to address a
prioritised list of the inherited backlog of defects across the entire rail
system. The BRIC represents an annual operating contribution to assist with
the maintenance of rail system and is provided by the Tasmanian Treasury
to TasRail as a source of income. Therefore, the BRIC is not included in the
impairment of capital. The BRIC has decreased in previous years, reducing
from $18.7 million in 2011-12 to $11.9 million in 2015-16. This 37 per cent
reduction in the BRIC, which has been made possible due to the investments
received over the past five years, reflects the ability of TasRail to continue to
deliver safe, reliable and efficient freight services while continuing to find
operational efficiencies.
As the BRIC is provided to address the maintenance of the rail system, the
condition of the rail network is inextricably linked to the amount of BRIC
required to maintain a “fit for purpose” rail system. Within an environment
where operational and capital budgets are constrained, TasRail seeks to
provide safe, reliable services designed to satisfy its customers’ freight
transport requirements, while maintaining its ability to grow the business.
The continued provision of capital to fund the inherited backlog of defects
will improve the overall condition of the network and have an offsetting
26

impact on the value of the BRIC in future years. This is demonstrated in the
Forward Estimates provided by the Tasmanian Treasury, which indicates a
BRIC in 2017-18 of $8.1 million – representing a 32 per cent reduction over
two years from 2015-16.
The National Partnership Agreement (NPA) is a commitment between the
Tasmanian and Australian Governments. The NPA provides for the renewal
of strategic infrastructure including the IIP (Infrastructure Investment
Program). Under the IIP, the Tasmanian and Australian Governments have
co-contributed a first tranche of funding totalling $119.6 million over four
years to 30 June 2019 for the Tasmanian Freight Rail Revitalisation
program that provides for significant rail network renewals. Both the
Tasmanian and the Australian Governments have committed to the second
tranche of IIP funding for the Tasmanian Freight Rail Revitalisation
program beyond 2019.24
The Tasmanian Government submission provided a summary of the combined
Australian and Tasmanian Government proposed funding contributions to the
Tasmanian Rail Network for the period 2015-16 to 2018-19 (Figure 2):

Figure 2: Rail Funding 2015-16 to 2018-19 ($million) 25

Projected Cost of Current Programs for Upgrading Above and Below Rail
Assets and Infrastructure
As detailed under Term of Reference 1, TasRail confirmed that Above and Below
Rail projects under the Rail Recovery Plan were completed on time and on
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budget with the new locomotives, wagons, hi-rail vehicles and maintenance
vehicles all fully commissioned in 2014:
The current Above Rail asset project involves the installation of an
underfloor wheel lathe which will reduce the time and cost of maintenance
of rolling stock wheels. The improvement in productivity of this vital
maintenance function will result in higher levels of availability for all rolling
stock at a lower cost than the existing wheel management regime.
The first tranche of IIP funding commences from 1 July 2015 and will be
used to address priority asset renewals and upgrades designed to sustain
improvements in network safety and reliability performance. A focus will be
on remediating single points of failure, which can have a network wide
impact when they occur. Overall, the Tasmanian Freight Rail Revitalisation
program aims to build upon the work undertaken by the Rail Rescue and
Nation Building packages across all sections of the network.
The ongoing investment by the Tasmanian and Australia Governments not
only highlights the value of the rail freight network, but also recognises the
assets renewals and upgrades that still need to be addressed from the legacy
of defects inherited by TasRail.26
Expected return on investment allowing for depreciation
According to the TasRail submission, and further to the response provided by
TasRail in relation to Term of Reference 1:
There should be no expectation that the Below Rail division will generate a
profit, although the BRIC investment does generate significant social,
economic and environmental benefits for the State.
There is however an expectation the Above Rail division will generate an
operating surplus and a subsequent profit on an Earnings Before Interest &
Tax (EBIT) basis. Consistent with recent guidance from Shareholder
Members, any operating cash surpluses can either be reinvested in asset
renewals or used to offset any shortfall in BRIC.27
According to Mr Robert Annells, Chairman, TasRail:
We believe that within four years, the current four year plan that we have
submitted to government, we will be cash positive. Net profit which includes
depreciation at the above rail line. We are very close to that now. If we had
26
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not had a couple of very unfortunate incidents we would be net profit
positive right now. We do not have a lot of money to put to below rail. The
reason, we believe, that within four years we will be very close, we still have
this $8.5 million, it will be under threat from Treasury. They will be trying
to screw that down in the forward Estimates to zero as quickly as possible.
There are two ways to get to that. One is we generate increased net
operating profit above rail to put into below rail, then there is a question
about are we properly dealing with the question of depreciation. Are we
putting money aside as distinct from just another accounting sense? There
is no secret that the board would much prefer to be putting cash aside. That
is not happening. We are putting it into below rail to reduce that subset
and that is a Government decision and I am not going to argue with it, it is
just the way it is.
The second way of doing it is you artificially decrease your maintenance
below that which ought to happen. I cannot speak for future boards but I
can assure you that will not happen with this board because it is exactly
what got people in this mess. We are very proud of what has happened over
the last - it is not without issues and we have not made every right call. On
balance the state has a very good deal here and the Commonwealth is very
happy with what we have done both below and in the state of above rail.
The worst thing that you would want to do is to start skimping on your
maintenance.
Whether we will reach the happy position - certainly not in my tenure which
cannot have that much longer to go, surely. We are getting as close as
anyone is going to and if we were able to put it into a situation where we
did not need a government subsidy then the question would be why is
government running it at all? Why isn't it being run by private enterprise?
We are all trying to reach a position where at least the above rail business
can be taken over and run by private enterprise.28
Mr Annells clarified this statement at a later hearing on 23 May 2016:
What I was trying to indicate - and if I indicated anything else then perhaps
I misspoke, but I would need to look at Hansard - was that I would not be
surprised if the government of the day would prefer to see the above-rail
run by a private enterprise. My position has never wavered - that with a
very small freight task and still a very fragile infrastructure, there are great
advantages in the railway being vertically integrated. That is my position.29
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Mr Philip Lange, Tasmanian Transport Museum Society, supported a model
whereby TasRail is treated as a manager of assets of Tasmania, not a business in
themselves:
You have in essence two parallel businesses in the West Coast Wilderness
Railway and TasRail, with some commonality, in terms of the task in front of
them, be it track or whatever. It seems ludicrous that we have two
government businesses both being supported by the taxpayer in various
ways and we do not try to leverage some sort of arrangements from there.
As I said a minute ago, it really comes down to what the state of Tasmania,
through the Government, is looking for from TasRail. Are they looking for it
to be a freight rail provider, in which case the Transport Museum, the Don
River Railway and the Derwent Valley Railway may as well pack up and go
home now and stick at running static museums? If the Government is
serious about wanting to facilitate tourism and therefore leverage onto the
significant investment that has been made into TasRail through rail tourism
or heritage trains, whatever you want to call it, then there is the
opportunity to leverage on that investment.
It becomes a whole-of-government issue. We can continue down the path as
the people of Tasmania, the taxpayers of Tasmania, and perpetuate the
freight rail business that Pacific National ran, to the betterment of the state
- and there is no doubt it is to the betterment of the state - or we can
perhaps look at leveraging further on the investment that has been made in
TasRail and have TasRail become the gatekeeper, if you like, to the state's
rail network rather than just freight transport.
TasRail at the moment, I believe, are operating within the bounds of their
authorised arrangements. To go further, government has to redefine the
rules and essentially through things such as the members' statement of
expectations and the strategic direction agreed with the minister, actively
and correctly facilitate passenger and rail heritage.30
In response to a question asked by a Member of the Committee during the public
hearing, Mr Annells commented on the possibility of private enterprise taking
over the Above Rail task:
If everything was up and running and we had Venture, ABX and Shree and
we had all the growth that we have, then the answer to that would be, yes,
you could. Unfortunately Tasmania has a pretty sorry history in passing
this infrastructure, even just the above-rail infrastructure, to private
enterprise, because as things get tight you do get in Tasmania, as
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everywhere I guess, economic downturns that lead to significant pressure on
your bottom line. The danger in that is that the then owner or operator cuts
corners in relation to maintenance of rolling stock or whatever it might be.
There are plenty of places in the world where the above rail is run very
successfully by private enterprise. There is no doubt about that, but from
where we sit in our experience the benefits that flow from vertical
integration, and the ability therefore to manage both sides of what is an
integrated business - that is the below-rail infrastructure, its standard - and
the restrictions that need to apply from time to time in order for you to
manage that efficiently and effectively, and to dovetail that with your
above-rail operation, leads to a much smoother and much more costeffective means of running a railroad in a small place like Tasmania.31
According to Mr Lange, an example of another railway in the national scheme,
where there is a distinct below-rail operator and multiple above-rail operators, is
the Australian Rail Track Corporation (ARTC):
The ARTC is a prime example. It is the major operator of the standard
gauge network in Australia and facilitates exactly that. They manage the
tracks essentially from Sydney to Perth, with a few exceptions.
There are even organisations such as the Canberra Railway Museum that
operate above-rail on that network.
ARTC recognises one of its
responsibilities is to manage four passenger trains, for instance, as part of
their network arrangement. It comes back to an historical quirk. Since
1978 we haven't had regular scheduled passenger trains in Tasmania,
therefore there has been no need to make provision for them when drafting
legislation, rules or whatever. If government made a conscious decision
they could change that.
What we're talking about is changing the legislation to enable TasRail to
facilitate passenger train operators in a meaningful and sustainable way,
bearing in mind that a lot of the potential main line operators within the
state, in fact all of them, are volunteer organisations, so you are leveraging
off that volunteer capability but utilising the professional capability of
TasRail to form a partnership, which comes out with a positive for the
state.32
According to Mr Annells, the Australian Rail Track model is not applicable to
Tasmania because they manage a vastly larger network:
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They receive a huge amount of money from the Commonwealth government
to upgrade it. There was already a mixture of freight and passenger rail
services on that service. Therefore it was an academic issue. There was no
chance of them taking over the above rail. They actually put in place, to
bring under one umbrella, the maintenance and upgrade of just simply the
below rail.
I am not saying it cannot be done. I am saying, however, that in a small
place like Tasmania, with a tiny freight task compared to the freight carried
over the ARTC network, the benefits of vertical integration are very
considerable. We had on our board initially the gentleman who still, to the
best of my knowledge, became appointed after he got on our board, so he
had to resign - the chief executive of the ARTC. He knows our system very
well. Of course he knows the ARTC system very well. If you had a view and
you wanted to pursue that, I would suggest you have a talk to him because
he would understand both systems extremely well.33
Profitability of lines by type of freight carried, including bulk cargo and
diversified freight
According to the TasRail submission, TasRail does not calculate or report the
profitability of individual lines by type of freight carried:
Rather, the Company reports on Operating Segments in accordance with
Australian Accounting Standards Board 8 Segment Reporting. TasRail has
two reporting segments; the Above Rail division and Below Rail division.
During the renewal phase of its business, TasRail has focussed on capturing
the benefits of economies of scale given the relatively high fixed cost and low
variable cost of rail. TasRail’s aim has been to raise the utilisation of the
investment in rail infrastructure and equipment, which in essence,
recognises that the whole is greater than the sum of its parts.34
Findings:
6. The Australian and Tasmanian Governments are co-investing a total of
$119.6 million of Infrastructure Investment Funding for the Tasmanian
Freight Rail Revitalisation Program that will see priority sections of the
Tasmanian Rail Network upgraded over the four years to 30 June 2019.
7. Both the Tasmanian and the Australian Governments have committed to
the second tranche of Infrastructure Investment Program funding for the

33
34

Robert Annells, Transcript of Evidence, 23 May 2016, p, 4.
TasRail, Submission, 31 July 2015, pp. 16-7.

32

Tasmanian Freight Rail Revitalisation program beyond 2019.
8. The Tasmanian Government provides TasRail with annual funding
through the Below Rail Infrastructure Contribution.
9. TasRail confirmed that Above and Below Rail projects under the Rail
Recovery Plan were completed on time and on budget with the new
locomotives, wagons, hi-rail vehicles and maintenance vehicles all fully
commissioned in 2014.
10. There is no expectation that the Below Rail division of TasRail will
generate a profit.
11. There is an expectation the Above Rail division will generate an operating
surplus and a subsequent profit on an Earnings Before Interest and Tax
basis.
12. TasRail does not calculate or report the profitability of individual lines by
type of freight carried. TasRail reports on Operating Segments in
accordance with Australian Accounting Standards Board 8 Segment
Reporting.
13. Currently TasRail manages both Above and Below rail operations. A
model where TasRail manages only Below Rail operations could be
considered which would enable Above Rail operations to be privatised.
This model would require amendment to the Rail Company Act 2009.
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TERM OF REFERENCE 3
The social, economic and environmental benefits of rail transport (if any)
compared with road and other surface transport modes.
TasRail engaged consultant Pitt & Sherry in January 2015 to analyse and report
on the value and benefits of freight rail in Tasmania. The Pitt & Sherry report35
provided a comprehensive assessment of the economic, environmental and
social benefits of rail transport.
It is noted that the Pitt & Sherry report is the only available evidence that seeks
to quantify the social, economic and environmental benefits of rail.
The major findings of the Pitt & Sherry report included:
The research found that for the financial year 2013–14, the use of rail
rather than road to transport freight in Tasmania delivered savings to the
community of approximately $26 million through reduced costs related to
road accidents, pollution and road maintenance, and through freight cost
savings to business and industry.
pitt&sherry projects these savings will continue to increase over the five
years to 30 June 2019, reaching an estimated $159 million. This analysis
also shows that Tasmania can expect the annual value of rail to steadily
increase beyond 2019 as freight volumes continue to grow and the planned
investment in rail infrastructure sustains the improvement in the safety and
reliability of the rail network.
The statistical data used in the study, which were drawn from a range of
official government studies and reports, show that in 2013–14 the use of rail
freight in Tasmania rather than road freight saved around $7 million in
avoided road accident costs; saved $1 million in environmental costs;
avoided $9 million in road maintenance costs; and generated up to a $9
million reduction in the operating costs of commerce and industry.36
A summary of the social, economic and environmental benefits of rail transport
is provided as follows.
The Pitt & Sherry report based its findings on the following key sources:
 Tasmanian freight surveys published by the Department of State Growth;
 Road accident statistics and cost publications;
 Austroads data relating to environmental costs of freight transport valuations of
road maintenance costs by the National Transport Commission; and
 Road and operating costs in the Bureau of Infrastructure, Transport and Regional
Economics (BITRE) report on road operating costs.
36
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Social Benefits
Rail is the safest way to move freight – reducing the cost of accidents to the
community
According to the Pitt & Sherry report:
The accident costs of carrying freight on rail in Tasmania are less than half of
the cost of carrying the same amount of freight on heavy, articulated trucks.
Based on the average accident rate over a period of five years, the annual
accident cost of rail freight in 2013–14 was 1.2 cents for every tonne carried
over a kilometre. The equivalent road cost was 2.8 cents… This difference in
accident costs can be attributed to rail having a lower incidence of fatalities
and serious injuries.37
According to Mr Philip Laird, researcher, University of Wollongong:
The most significant potential impact of road haulage of freight is a fatal crash
involving a heavy truck. The Australian Bureau of Statistics (ABS) Survey of
Motor Vehicle Usage (SMVU) data notes that in Tasmania, during 2004,
articulated trucks drove 142m km which was 3.1 per cent of the distance driven
by all vehicles (4561m km).
For 2004, data from the Australian Transport Safety Bureau shows that there
were four fatalities in road crashes involving articulated trucks in Tasmania.
This is 7 per cent of the 58 road fatalities that year. In the 17 calendar years to
2005, the corresponding percentage was 7.3 per cent (70 involving articulated
trucks, 964 all vehicles). It is apparent that articulated trucks are overrepresented in Tasmanian fatal road crashes.38
Economic Benefits
Using rail to carry freight brings benefits to commerce and industry
According to the Pitt & Sherry report:
Rail is the most efficient and productive transport line haul mode on several key
Tasmanian freight corridors. This efficiency brings significant benefits to
economic sectors with freight tasks that are suited to rail. This is the case for
cement, metal products, wood products and mineral ores – all very large freight
tasks and of considerable economic importance to Tasmania. Equally, rail is
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significantly more productive and efficient for key intermodal (containerised)
freight tasks.39
The Committee heard conflicting evidence relating to the relative efficiency of
road versus rail, particularly relating to the Above Rail versus Above Road costs
and benefits.
When asked about the cost differential between road and rail when required to
use road for time sensitive freight in emergency situations, Mr Arnold Willems,
Fibre, Supply and Logistics Manager, Norske Skog stated that “the cost per
movement differential was minuscule.”40 Mr Rod Bender, General Manager,
Norske Skog elaborated:
The important difference for us is with rail we can have slightly higher mass
loadings in the containers. We are not restricted to how much we can put in the
containers by the axle weights on the road.
This means we can squeeze a couple more tonnes in each container. This does
impact on the cost per tonne of paper moved. If I was a layman outside the mill
looking at TasRail's business, an efficient B-double road-based freight business
can make three rotations through Burnie to Boyer per day, in 24 hours, where
the train makes one.
You have more rotations with trucks. At the end of the day the costs are
lineball. From our point of view it is not a major differentiator. The
differentiator comes in other ways. It comes in stowage, a benefit we take,
which ends up being a commercial benefit between Tasrail and Boyer. I think it
also comes from the environmental, social, community and tourism aspects.41
According to Mr Allan Garcia, CEO, Infrastructure Tasmania:
At the present time I would say that rail probably has - I will not say it has
equal rating, but there is no differential between, say, rail and road at the
present time, other than that road has dedicated funding in the sense of
your Commonwealth funding and generally an allocation from the state. It
is built into the process. To the extent that TasRail is, it is a relatively
smaller amount, but if we were contemplating in the future, say, a major
upgrade or a major expenditure, I do not think we have any criteria right
now about whether we would put rail in front of any other thing.42
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Mr Annells continued that the cost of moving freight from Brighton to Burnie is
known, but prices have been set so as not to undercut road:
I think you have to look at it slightly differently. You have to look at it from
the point of view of the competition in the road freight industry. It is much
more likely that the price of the road freight is approximating our price over
time. We don't gouge. We don't try to artificially move freight from road to
rail based on price. Price is obviously a component of it, but we are trying to
get there through reliability and through the social and community benefits
that many people see flow from transporting on rail.
When we can't run for some reason, which I am pleased to say is much less
frequently than it used to be, they go into the market and the competition
for that work from the road industry is extreme.43
Where there is time sensitive freight and rail is unavailable (e.g. derailment)
there appears to be a capacity in the road industry to temporarily fill the
demand. According to Mr Annells:
There is very significant competition in the road freight industry, and as the
forest industry has regrettably declined, there is any amount of spare kit
lying around with people desperate for freight at just about any price. That
will wash through over time but certainly in the years you are talking about,
there has been a great deal of spare capacity.
The issue here, and perhaps the elephant in the room, is road pricing under-recovery of road pricing by the freight industry. 44
Mr Cameron Simpkins noted the impact on rail should quad-axle trailers be
introduced in Tasmania:
With road improvements comes the ability to increase your mass limits of
trucks and your ability to introduce quad-axle trailers. They are a 60-tonne
beast. They are a massive unit. They are being tested on the mainland and
they are being allowed on the mainland, on Highway 1. Burnie to Hobart is
part of Highway 1. The mass limits come in on the 60-tonne trucks, quadquads. They are like a B-double on steroids. If they turn up you might as
well pack the inquiry up because rail is gone. Everyone will tell you with the
introduction of the B-double it took the logs off the trains. Logs occupied
about 85 per cent of all rail traffic up until 1992. When the B-double was
introduced, because the B-double tracked so well and with their jinker
trailers you can run a truck right up to the coop. They can load the truck
43
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and the truck can go straight to the mill. Again it is about efficiency of
movement of freight. With rail on the old single trailers, the old semitrailer,
they do not track well so they had to bring little trucks up to the coop. They
take it to the rail head, put it on a wagon, rail it to the sawmill, on a little
wagon, so there is handling, handling, handling again. With the
introduction of the B-double we basically saw logs removed from rail
freight.45
Use of rail reduces the need for road maintenance
According to the Pitt & Sherry report:
Using the rail system to move freight reduces truck movements, which in turn
reduces the cost of ongoing road infrastructure maintenance. The cost of
maintaining roads would therefore rise significantly if rail’s freight task was
moved on to road.46
From the perspective of one of TasRail’s customers, Norkse Skog:
TasRail is a key service provider to the business and do so in a highly
professional and reliable manner. We find that they have a strong focus on
safety, environment, efficiency and customer outcomes. They are cost
competitive with road transport and provide the added benefit of transporting
our product and raw materials very safely.
In our case alone, the absence of a reliable cost effective rail service would
mean an additional 50 B-Double truck movements per day on the Boyer Road,
through the township of New Norfolk and on the Midlands Highway between
Boyer and Burnie. Such an increase would obviously have a significant impact
on the road users and road maintenance costs.47
Use of rail reduces the need for road upgrades
According to the Pitt & Sherry report:
The ‘off network’ TasRail lines provide a high standard freight corridor that is
not matched by an equivalent high standard road freight route. These off
network lines include the Derwent Valley Line between Boyer and Brighton, the
Fingal Line and the Melba Line.
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The existence of these off network rail lines avoids the need to substantially
upgrade or construct roads in these corridors. Without rail, the roads in these
corridors would require substantial capital investment to take them to the
standard necessary to carry rail’s freight task. Significant pavement
strengthening and possible bridge strengthening would also be required.
Additionally, realignment work would be very desirable. The alignment on some
sections of these roads is inappropriate for the dual purpose of a high volume
freight route and tourist road. An engineering assessment of necessary upgrade
works has not been performed, but the cost of such work would be multiple
millions of dollars.48
Environmental Benefits
Rail has a smaller impact on the environment than road
According to the Pitt & Sherry report:
The most significant environmental impact of freight transport in Tasmania is
greenhouse gas emissions. Austroads has recently updated its estimates of the
dollars per net tonne‐kilometre cost of greenhouse emissions for road and rail.
Other environmental costs of freight transport include air, noise and water
pollution. However, these impacts are quite low for both road and rail modes
given that large sections of the Tasmanian freight corridors operate through
rural and remote areas.49
Mr Laird elaborated on the environmental impacts of extended haulage of bulk
commodities:
The negative impact of extended haulage of bulk commodities, including forest
products, on public roads to both local amenity and tourism is well known. The
impacts were well summarised by a NSW Coal Development Strategies Industry
Task Force (1990, page 59): "Road haulage has significant community costs
including noise and dust pollution, increased energy usage, increased road
maintenance, safety hazards, negative effects on tourism and complaints from
local residents.50
Mr Laird also noted the issue of oil vulnerability:
Rail is some three times more energy efficient than road for the movement of
general line haul freight, and that oil vulnerability will drive the need for the
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freight system to adapt to alternate sources of energy, explore more efficient
supply chain models and exploit the use of technology. Australia is a net
importer of crude oil and currently imports 30% of its refinery feedstock.
Furthermore, Australian refineries produce around 62% of locally consumed
diesel fuel, the remainder is imported.
Freight transport and primary industry in Queensland is heavily dependent on
diesel fuel and therefore transport and production costs are sensitive to
international oil prices… This is relevant in considering longer term land freight
scenarios.51
Unquantified Benefits
A number of unquantifiable benefits of rail transport were identified by Pitt &
Sherry:








Seamless interconnectivity between freight rail and mining and
manufacturing facilities;
State‐wide connectivity between rail terminals, major ports and major
industrial hubs;
Avoided road upgrade costs – the capital investment that would be
required to enable ‘off network’ elements of the road system to carry the
rail freight task;
Logistical savings achieved by freight customers and freight service
providers due to rail’s economy of scale (e.g. loading a single train at a
single time rather than multiple trucks over time); and
Decongestion at key points in the Tasmanian freight system, for instance
ports and major intersections of freight and passenger corridors.52

Strategic Benefits
According to the Pitt & Sherry assessment, there are a number of strategic
benefits of rail transport:
 The rail network provides spare transport capacity necessary for industry
expansion at low cost and with community acceptance; and
 Economics has long recognised ‘Option value’ as an attribute of key assets.
It addresses the uncertainty of future costs and returns, and the set of
opportunities that can be unlocked or denied through infrastructure
support or disinvestment.53

51

Philip Laird, Submission, 14 August 2015, p.7.
Pitt & Sherry, TasRail – Delivering Value for Tasmania, Data Summary Report, July 2015, p. 10.
53
Ibid, p. 11.
52

40

In summary, the Future Transport Tasmania submission refers to a study
completed in 2011 by the Australasian Rail Association (ARA), entitled The True
Value of Rail:
In the true value of rail the ARA identified several key differences for rail in
comparison with road transport. In every facet it is rail which has a superior
performance.
The summary of key points of the report are as follows:
- One passenger train can take 525 cars off the road. This is 3.2 million
vehicle km annually or 1000 trips from Sydney to Perth.
-

-

-

The average freight train takes 110 trucks off the road. This reduces
truck movements by around 49.7 million truck kilometres a year.
One passenger train reduces accident costs by an amount that could
fund 130 hospital visits, 505 hospital beds per day, or 6 doctors for
one year.
In one year, one passenger train reduces carbon emissions by the
same amount as planting 320 hectares of trees per year, an area
greater than Melbourne’s CBD.
In one year, one freight train travelling between Melbourne and
Brisbane reduces carbon emissions by the same amount as planting
600 hectares of trees. One freight train in place of trucks between
Melbourne and Brisbane reduces carbon emissions by the same
amount as a household of 3 people going without electricity for 43
years.54

According to Mr Peter Mackenzie, also referring to the ARA True Value of Rail
report:
Understanding the true value of rail in Australia requires that benefits from
Rail transport which are not captured in prices and which accrue to the
community at large are identified and quantified. In this report some of
these social, environmental and economic impacts of rail transport are
identified and quantified.
The analysis indicates that, for passenger journeys, every trip made on rail
rather than road can reduce costs to society by between $3 and $8.50,
depending on the city. For freight the savings are estimated to be around 95
cents for every tonne kilometre (this translates to around $150 for a normal
container transported between Melbourne and Brisbane).
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These estimates are based on congestion, accident and carbon emissions
and so benefits from social inclusion, reduced infrastructure maintenance
costs and fuel security could also be added.55
Findings:
14. Rail transport has a number of social, economic, environmental and
unquantifiable benefits, including:
a) Rail is a safer way to move freight;
b) Rail is an efficient and productive transport line haul mode which
brings significant economic benefits to those sectors with freight tasks
that are suited to rail;
c) Use of rail as a transport mode decreases both the number of vehicles
needed and the negative impact on some road infrastructure;
d) Rail has a smaller impact on the environment than road. Oil
vulnerability will drive the need for the freight system to adapt to
alternate sources of energy, explore more efficient supply chain
models and maximise the use of technology; and
e) There are benefits of rail transport which are not captured in
monetary terms which accrue to the community at large, such as social
inclusion and reduced congestion.
15. In the absence of an independent analysis, the expected efficiency of rail
over road cannot be assessed.
16. Independently establishing the comparative Above Rail and Above Road
costs is critical to the post 2035 future of the rail freight task in Tasmania.
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TERM OF REFERENCE 4
The opportunities and barriers, social, economic and environmental
benefits and the opportunity cost of foregone road infrastructure with
regard to commuter and tourist passenger rail services.
Opportunities for commuter and tourist passenger rail services
Witnesses highlighted the opportunities for tourist passenger trains to resume
on the TasRail network, including:


Derwent Valley Line (New Norfolk to Maydena);
The Derwent Valley Line is renowned for passing through old hop fields
whilst rising above the valley below, crossing the Derwent no fewer than
three times on large steel truss bridges, before climbing up and over the
ridge into the Tyenna Valley. The line enters the Tyenna Gorge where road,
rail and water share a tight space before passing by the historic Mount Field
National Park. The line terminates at Maydena, on the edge of the South
West Wilderness area.56



South Line (Western Junction to Bridgewater);
The South Line meanders up and down undulating hills and gullies through
the picturesque Midlands, culminating in a mile-long tunnel at Rhyndaston.
Constant steep grades and tight curves make this one of the more
fascinating lines in Australia. Way-side stops along the way at Parattah,
Ross and Campbell Town offer a connection to convict and Aboriginal
heritage, whilst at Parattah, locals dress up in period costumes and provide
barbecues or tea and scones for passengers.57



Western Line (Launceston to Wynyard);
The Western Line travels over rich soils of the northwest, and offers grand
views of the Great Western Tiers. Passing through lush pastureland, the line
passes through the historic towns of Westbury, Exton and Deloraine.
Leaving the floor of the Meander River Valley, the western line climbs up to
Railton and Latrobe, before descending down to meet Bass Strait where the
railway hugs the rugged coastline through Ulverstone, Penguin, Burnie and
Wynyard.58
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Northeast Line (Launceston to Scottsdale);
The northeast line climbs steeply out of the Tamar Valley, and then crawls
around the landscape with numerous horseshoe curves passing the little
towns of Karoota, and Lilydale before entering Tasmania’s second rail
tunnel. Passing the old localities of Lebrina, and Nabowla, the line sweeps
around hills, dairy farms and passes through thick Eucalypt forests.59



Hobart Suburban Line (Macquarie Point to Bridgewater).
The line through Hobart’s northern suburbs passes behind suburban
backyards and schools offering views of urban Hobart rarely seen. After
crossing under the Brooker Highway, the line skirts around the Derwent
foreshore, sweeping past the Botanical Gardens front door. Swooping
around and under the Tasman Bridge, the line passes Government House
before easing down into Macquarie Point and Sullivans Cove.60

According to Mr Ross Harris:
Of these preferred lines, only the South Line (Western Junction to
Bridgewater), Western Line (Western Junction to Burnie), and Derwent
Valley Line (Bridgewater to Boyer) are actively used TasRail for freight
trains, whilst the remaining lines are dormant.61
In relation to rail proposals that currently exist, the Future Transport Tasmania
submission noted:
Due to the existence of the railway line between Bridgewater and Hobart, it
is possible for Tasmania to easily and cheaply introduce a commuter rail
service between Hobart and the Northern Suburbs. Whilst this proposal has
received a significant amount of attention and discussion, FTT would like to
highlight that there is not one single transport project that has been
proposed that can achieve all of the benefits that the Northern Suburbs
Railway can achieve, for the same or even twice that cost. It is this
opportunity cost that seems to be continually forgotten. All of our road
transport alternatives are going to cost us more, and provide us with fewer
benefits. FTT does not believe that it is a coincidence that the net-cost
benefit analyses for road projects in Tasmania are not made public (if they
are completed at all). 62
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Mr Harris summarised the benefits of resuming access to the TasRail network for
rail tourism:
The Tasmanian railway network is fundamentally underused. TasRail
presently operates a few large trains mostly on the main Burnie to Boyer
rail corridor.
Government has investment millions of dollars into Tasmanian Heritage
Rail tourism, a huge amount of public money will have been wasted if main
line rail tourism is no longer supported in Tasmania.
All other states and their governments support rail tourism activities over
their main rail networks, which are major drawcards for tourists. These
networks are often congested with various rail freight operators and are
supported by complex train control and line-side signalling systems. In
Tasmania, there is one freight operator, one single main line network and
few trains.63
According to Mr Harris’s submission, rail tourism in Tasmania is a major
opportunity:
This brings us back to the State of Tasmania, perhaps the best state in terms
of scenic, cultural and historic values that are accessed by rail. The state
that prides itself on its tourism image and desperately wants growth in this
sector.64
For instance, the Don River Railway (DRR) ran a successful series of excursions
throughout Northern Tasmania during the 1990’s and 2000’s:
This provided a boost to the regional economy. It increased hotel occupancy,
and benefitted local businesses such as restaurants, cafes and supermarkets.
At Scottsdale, local bus companies connected passengers with arts and
crafts festivals, whilst at Ross passengers disembarked to explore the
historic bridge and Tasmanian Wool Centre. For several years, the D.R.R ran
trains to the Deloraine craft fair, bringing an influx of visitors from both
Launceston and the northwest coast.65
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Derwent Valley Rail has expressed a strong desire to pursue an opportunity to
facilitate tourism to the Derwent Valley, and wish to renew the lease with the
Crown which ended in 2008.66
The Derwent Valley Railway Inc’s Business Plan outlines the Derwent Valley
Railway product and service:
Derwent Valley Railway will offer a premium rail tourism experience,
working in cooperation with other premium offerings in the Derwent Valley
such as Redlands Estate, The Salmon Ponds, the Water Taxi Service from
Hobart, and the Cartela (when it returns to duty, with its original steam
engine). The experience will include possibilities such as jazz trips with
Conservatorium of Music students and whisky and cheese evening tours and
working with Nekon Pty Ltd and Inland Fisheries Service (IFS) to increase
visitor numbers to the Salmon Ponds. The ability to carry disabled
passengers with their carers in a carriage fitted with wide doors and
wheelchair locks will be a first class experience.
It is envisaged that the secondary stage would create an experience between
New Norfolk (either as a start point or working with river transport to
provide a further experience) to Plenty, where guests would be transported
to Redlands and the Salmon Ponds. This would create an ideal ‘heritage
travel’ experience allowing older people to relive their memories of years
gone by and younger people to access the joy of a form of travel that is now
rarely available in this state.67
Mr Paul Jones, Derwent Valley Railway Inc, spoke of the community support for
the railway:
We have recently been requested - under comment from the Infrastructure
minister - to look at our support. I presented to council and council
unanimously supported the Derwent Valley Railway. The previous tourism
body, the Derwent Valley Tourism Association, was unanimous in support of
us. I have sat on that committee and the new economic and growth special
committee of council. The support over the years I have seen from the
operators and accommodation operators in the valley and food-related and
wine-related areas. They see it as a link. We work strongly with Inland
Fisheries and we have cooperation there. They can see we can possibly
deliver up to 207 passengers on a full train to Salmon Ponds, which is their
property, so they are extremely supportive. At the moment I am working
with Inland Fisheries and Tony Wright, the deputy, on a new venture in drift
boating to be carried by train and to utilise the river. We have always
66
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looked at carrying kayaks, bikes and fishing gear to bring people to those
various places up the valley. I think I could say from the time I've sat on the
two tourism committees that the support from the operators is very high.68
Barriers to commuter and tourist passenger rail services
A number of legal, safety and regulatory barriers were identified preventing
tourist and heritage rail services.
Public Liability Insurance Costs
According to Mr Annells, the biggest impediment to commuter and tourist
passenger rail services in Tasmania is insurance:
Our insurance brokers have told us now, emphatically, that if we allow - not
just ourselves - passengers on our operating system, then we will not be able
to have insurance placed.
I now move to non-operating lines: we had thought, expected, and hoped
that the obligations and the restrictions from an insurance point of view,
and from ONRSR's point of view, would make it a lot easier for us to agree
on non-operating lines. That turned out to be a fallacy. It was not correct.
We cannot contract away our obligation.
Even giving a lease to somebody who, under that lease absolves us from all
obligations, is worthless in the insurance world and the legal world. We
have said to the Government that, despite everything that we have tried to
do, we cannot find a way to do it under the current structure. We cannot
find a way to do it. The only way that we can see, is that our non-operating
lines are taken from us, taken out of our master lease with the Crown and
are owned unencumbered by the Crown, which then enters into whatever
arrangements it wants to enter into with third parties who want to run
tourist or heritage rail operations. That is the easy bit.
The hard bit is for these people to actually convince ONRSR that they can be
registered, they can be certified as safe and have a licence to operate.69
Mr Annells raised the issue of insurance during TasRail’s second appearance at
the hearing held on 23 May 2016, and indicated that TasRail has been actively
investigating the matter:
Our situation is that up until this point in time, we have been consistently
told that if we allow passenger services on our operating line we would find
68
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it much more difficult and expensive to source insurance, which is already a
very significant cost for us although it has come down a lot. The situation
on the non-operating lines has been a little different, but there was sort of a
general contamination argument on the insurance front. If you allowed it,
even on your non-operating lines, yes, it would be easier because you do not
have the conflict issues with train movements and stuff. You would still
have a significant obligation and risk. A lot of the work that has been done
in trying to facilitate tourist and heritage rail - and in this context I must
say some of the Hansard reporting of this evidence to your committee is a
little disappointing in the suggestion from some sources that we are playing
dead on this issue. A lot of the work that we have been doing in more recent
times is trying to untangle both the legal morass and the insurance issues
surrounding the use of our non-operational lines for heritage and tourist
rail. We have not got there yet but the pathway forward is starting to be
more obvious. We have legal advice - which is not our legal advice so we are
having it reviewed - that makes it very plain as to what will be required to
move forward. That has simplified in one sense but also raised some issues
which we need to work our way through. We are doing that with the very
active encouragement of our minister.
The insurance questions will then be much clearer and the scale of the risk
that our insurer would be required to insure us against, we will be able to
quantify. At the moment the scale of that risk has been very nebulous. Noone has ever been able, from the insurance side, to tell us exactly what it is
they are concerned about. We are now getting very close to being able to
say, 'These are the actual risks if we undertook to make non-operational
lines available, for example, on a sub-lease basis', and, 'What are the
mitigation strategies?' That is going to be a piece of work that is needed for
two reasons. We are going to need it in our negotiations with our insurers
but the operators are going to need it because they are not going to get
safety accreditation unless they can demonstrate that they have done that
assessment and that they agree and have mitigation strategies in place.70
In a letter dated 8 September 2016, Mr Annells provided an update on the
progress made since the public hearing on 23 May 2016:
Since the public hearing of 23 May 2016, TasRail has continued its work to
investigate access arrangements that could potentially apply to third
parties seeking to operate rail activities on the Non-Operational Lines. This
is a complex matter given the existing legal, regulatory and administrative
framework that governs rail activities in Tasmania, including the Rail
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Infrastructure Act (TAS) 2007 (this Act does not apply in other jurisdictions)
and National Rail Safety Law 2009.
From an insurance perspective, TasRail has continued to engage with its
insurers. However, in the absence of a factual access scenario, it has not
been possible for the underwriters or the brokers to fully assess the risk or to
quantify the level of liability that is likely to occur as a result of a third party
arrangement to use a Non-Operational Line. However, I can advise TasRail
has been able to confirm that the underwriters and brokers will need to reassess TasRail’s own insurance arrangements subject to the assessed risk
profile of the proposed third party activity and the proposed access
arrangement to apply; and that under any sub-lease arrangement, TasRail
would need to require a third party operator to hold public liability
insurance (PLI) for a minimum of $250 million. This amount is consistent
with ARTC Access Arrangements and industry practice more generally for
tourist and heritage rail operations interstate.71
It is noted that TasRail, by legislation and shareholder expectations statements,
is a freight business and passenger services are not part of core business.
According to Mr Annells:
Our business is freight and that is what my management team should be
concentrating on.72
Accreditation
According to the submission of the Office of the National Rail Safety Regulator
(ONRSR), there is currently no railway operator in Tasmania that is accredited to
undertake passenger rail services on any part of TasRail’s network (including
operational or currently disused lines).73
According to the ONRSR submission:
The ONRSR supports the exploration of potential opportunities in all aspects
of the railway industry in Tasmania and is aware of a number of
suggestions that involve introducing passenger operations on currently
disused potions of the TasRail rail network by existing tourist and heritage
railway operators.
It is the ONRSRs role to ensure that any proponent of new railway
operations must be able to demonstrate how it will effectively manage rail
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safety risks associated with specific operations and to grant accreditation
for those operations before any railway operations can be undertaken.
Some of the evidence ONRSR would be seeking would include any applicant
being able to demonstrate that they had: appropriate technical standards,
maintenance tolerances and inspection regimes that the railways
infrastructure and rolling stock must meet to be safe and fit for the intended
scope of operations; access to engineering support (qualified and
experienced in the relevant railway discipline) to validate the technical
standards and inspection regimes and to provide advice when issues are
encountered; competence of rail safety workers operating, inspecting and
maintaining the railways infrastructure and rolling stock in the proposed
scope of operations; and access to the resources necessary to implement the
safety management system for the proposed operations (finances, people,
equipment).74
Mr Annells indicated a willingness to assist prospective users of non-operating
lines in meeting their safety accreditation:
Let us say, magically, all of this can fall into place from our side of the table.
What does it do? It moves this issue squarely into the hands of the people
who want to undertake these activities in terms of their relationship with
the Safety Regulator. Can we help in that? Undoubtedly we can. We can
give advice, look at helping out with mitigation strategies, do all that stuff.
There may be a cost but I cannot image that cost as extensive.75
The ONRSR supported the exploration of potential opportunities in all aspects of
the railway industry in Tasmania and has indicated a willingness to assist
prospective users of non-operating lines to meet the appropriate standards:
The ONRSR will continue to work with organisations with an interest in
introducing passenger services onto the disused lines.76
Narrow Gauge
The Tasmanian rail network is a single line, narrow gauge (1067 millimetre)
transport system.77
According to Mr Laird’s submission:

74

Ibid.
Robert Annells, Transcript of Evidence, 23 May 2016, p. 19.
76
ONRSR, Submission, 27 July 2015, p. 3.
77
http://www.tasrail.com.au/network/
75

50

One constraint on the effectiveness of the Tasmanian rail system in serving
interstate trade is that it is a different gauge to the gauge used for
interstate rail freight on the mainland of Australia. This precludes the
operation of roll on- roll off wagons such as are used between the North
Island and the South Island of New Zealand, and in many other countries. To
overcome this handicap, it is necessary to ensure that port - rail interfaces
are efficient, also that Hobart has an adequate rail freight facilities (sic).
The alternative is more interstate freight with Tasmania as an origin or
destination ending up being line hauled on Tasmanian roads.78
However, according to Mr Mackenzie’s submission:
TasRail is not impeded by being narrow gauge some of the world’s longest
and heaviest trains operate on the ore line to Saldanha in South Africa – in
excess of 24,000 trailing tonnes. Queensland rail operates coal trains in
excess of 10000 tonnes trailing load, and operates tilt trains at speeds of up
to 160kph on a daily basis.
Mrs Sue McCarrey, ONRSR, supported the position that narrow gauge, in itself, is
not a barrier:
Narrow gauge is used extensively across Australia, particularly in
Tasmania, Queensland and Western Australia, where a great deal of freight
and passenger operations are run on narrow gauge. Where Tasmania is
slightly different is due to the topography. You have a lot of tight bends in
Tasmania, which makes it that bit more difficult, but it is also what makes
Tasmania a very beautiful place.79
Mr Annells suggested that the issue is not axle load, rather it is a centre of gravity
issue:
That is our issue. Our ability for our customers to fully load containers is
somewhat compromised by our concerns over centre of gravity because it is
a narrow-gauge railway.
When I appeared before the Estimates Committee I remember having a
discussion about whether we should be seeking to implement a wide gauge.
If we could, it would be fantastic because it enables you to run very much
more quickly. There is no doubt about that. You can have heavier loads
because you are not worrying about this centre of gravity issue. I do not
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think there are infrastructure issues that are holding us back. Eventually
there will be, and that will be a happy day.80

Under-restrictions on Road Freight Speeds and Weight
According to Mr Mackenzie, a less obvious barrier to TasRail is the underrestrictions on road freight speeds and weight and road not paying its way.
Mr Mackenzie suggested that addressing this is a matter of priority for
Government:
The Department of Infrastructure, Energy and Resources (recently renamed
the Department of State Growth) clearly wants to build roads, roads and
more roads, regardless of what rail can do. In recent years they have added
into their submissions to Infrastructure Australia, a rider that says: “Use of
rail to meet future productivity needs could be seen as an alternative to
upgrading road infrastructure. However as noted in the submission
Overview document, road and rail act in a complementary manner to meet
Tasmania’s freight needs. Rail has inherent advantages in the movement of
bulk freight and some growth in intermodal task is expected. However, the
majority of the freight task will continue to be moved by road, as the service
characteristics of road are, in most cases, better suited to freight market
needs. Consequently, road network upgrades will continue to be a priority in
Tasmania, especially along freight corridors like the Illawarra Main Road.”
Another concerning situation was that the local governments along the
Launceston-Hobart corridor joined with the state government in a
partnership to upgrade the Midland Highway. But approaches by myself
and Transport Planner Barry Donaldson requesting a similar partnership
for the rail line, met with less than disinterest.81
Mr Laird further expanded this point:
Under the current situation, as I see it, there are heavy subsidies to the
operation of semitrailers and B-doubles under recovery of road system costs.
This is a long-running argument I do not see being resolved any time soon.
If you are looking at development consent for a freight traffic-generating
proposal such as a new pulp mill, you need to take a very careful look at
how the bulk commodities will be transported with full regard to the
80
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environmental costs. Often it is cheaper to the generator of the traffic to put
it on road but when all costs are considered it is often better for the
community as a whole that it goes on rail.82
According to Mr Simpkins, there is a need to make rail freight more cost
competitive:
The way you do that is increase your heavy vehicle road registration - ping
your truck drivers. Ping the truck drivers; make them pay a lot more for the
road registration, basically driving the freight off the road and onto the rail
in that instance. Drive them out of Tasmania effectively to do that.
You do not approve the highway because that quickly erases any revenue
for railway. If you do not allow the quad-axle trucks into Tasmania and you
keep it as B-double traffic. That will try to mitigate the activity of trying to
get a railway back to a cost-neutral or just cost-minus activity.83
Steep Grades
Some of Tasmania’s major freight routes are characterised by long sections of
steep gradient and sharp curves.84
According to Mr Simpkins:
Trains don't like, as a rule, grades and curves. They don't like steep and they
don't like turns. That is a problem. The Tasmanian railway is never going
to be any more than what it is until we get rid of grades and curves.85
However, according to Mr Mackenzie:
Steep grades alone are not as limiting as might be expected. Swiss railways
using electrification, run trains as heavy as the maximum in Tasmania,
upgrades as steep as the Blue Mountains in NSW to 80kph. It is the
combination of steep grades and tight curvature that severely limits train
operations.86
According to Mr Annells:
Reading some of the evidence that has been given to you, there is some
danger of painting a picture, particularly of the southern part of our rail
network, as in some way presenting an insoluble problem. That is not true.
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It is difficult. Would I like to have a nice, relatively straight line that goes up
out through Brighton and up alongside the main highway? Yes, I would.
But was anybody going to give us a couple of billion dollars, or whatever the
number is, to do that? No, they were not. Could we make do with what we
have? We believe we can.
…I think government at some point, depending on the growth in volumes,
would clearly have to look at whether an alternative alignment in the south
was worth doing. There would be a business case run on that. In another
25 years there will be quantum leaps, however, in wagon technology, in
locomotive technology, which will take it way beyond even where we have
got to. There may well be much cheaper solutions. I am aware of some
where we looked at taking some of the tight curves out of the current
alignment. It is expensive, but a lot less expensive than driving a brand new
route up alongside the highway. Yes, I would think that in the future, before
you started to spend significant amounts of money on the existing alignment
again, because at some point you will have to, you would look at the
alternatives.87
Risk of Collision or Derailment
According to Mr Harris, the risk of collision or derailment is low:
With massively upgraded track and GPS train control systems, the chances
for collisions and derailments are virtually non-existent. On any given day
no more than six to eight freight trains run in the state, with even fewer on
weekends. The train control system in Tasmania operates on the ‘Block’
principle, where-by only one train can occupy a five kilometre Block section
of the network. The TasRail network is also under-used. 88
Training of Specialised Staff
Training of specialised staff (including the qualifications of train drivers) is not a
quick process. According to Mr Simpkins:
One of the issues that we have is the specialised staff. It will take 9 to 12
months to train a loco driver. I know that Jenny Jarvis and I had massive
issues getting train drivers properly qualified. The railway is not an RTO.
We had train drivers who had undergone training that was substandard,
was not to spec, and there was a period of time where there was a
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suggestion that we had train drivers driving trains who actually thought
they were licensed and in effect they were not appropriately qualified. 89
In relation to training and the qualifications of volunteer staff, Mr Harris’
submission stated:
The Societies have worked hard over several years to train volunteer staff to
become locomotive drivers, motormen, guards, and shunters (rail
operators). They have undertaken rigorous training in rail safety, health
and safety and train operations. Society volunteers have undertaken both
theoretical and practical examination of rail operations, under the auspices
of TasRail and the rail safety regulator.90
Safety at Level Crossings
According to Mr Harris’ submission:
Level crossings in Tasmania, particularly those protected by active warning
systems (flashing lights and bells), have proven satisfactory to the needs of
the Tasmanian rail scene for many decades. The existing level crossing
warning systems on the TasRail network are also deemed sufficient for the
quantity of rail traffic using the network into the future.91
Re-activating active level crossings on disused lines (such as the Hobart
suburban line) ought not be an issue because the legal onus of liability and
compliance is on motorists and other road users to abide by their licensing
requirements and to adhere to the statutory road rules already in place.
The liability on the part of the railway system (TasRail) is to ensure level
crossings are equipped with the appropriate type of protection and that
active level crossing warning systems are regularly inspected and
maintained. This work obviously requires money, and this cost could be
reflected in the access charges to heritage operators wishing to access the
line.92
Interference with TasRail Freight Operations
Mr Harris responded to the possibility that tourist passenger trains may
interfere with freight operations:
Most tourist passenger tourist trains in Tasmania have operated on
weekends or public holidays, when the TasRail network is quicker and less
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frequently used. These trains have also operated within the TasRail
timetable and train control system, being allocated a train number and
appearing on TasRail train control log data. Societies have provided TasRail
train control with proposed services in advance, and have been timetabled
to work around TasRail freight trains accordingly.93
Social, Economic and Environmental Benefits of Commuter and Tourist
Passenger Rail Services
A number of social, economic and environmental benefits of commuter and
tourist passenger rail services were identified. (Refer to page 33)
The HNSRAG submission highlighted that in cities such as Hobart and Glenorchy
which face congestion on arterial and main roads, there are significant benefits in
commuter rail. The submission also states:
Additional passenger rail benefits include property value up-lift,
accessibility, social inclusion, travel time savings, forgone road expansion
cost, and tourism offerings.94
According to the HNSRAG submission, tourist and heritage rail is an underdeveloped offering in Tasmania and is an economic opportunity that is well
understood by other states:
In October 2011, Tourism Victoria released its estimate of the contribution
to that state’s economy made by a single Victorian rail heritage operation,
Puffing Billy, in one year. The total amount spent annually by overseas,
interstate and intrastate visitors on their one-day visits to Puffing Billy was
$16.5m. They spent that money mainly on food and drink (26.3%),
accommodation (20.2%), shopping (14.1%) and fuel (10.1%). Tourism
Victoria then applied a multiplier of 3 to the $16.5m, and came up with a
figure of almost $50m, which represents the contribution to final demand in
the Victorian economy generated by Puffing Billy.95
In relation to the tourism benefits of commuter and passenger rail, the Future
Transport Tasmania submission stated:
There is no doubt that heritage and tourist trains can provide a benefit to
the local economy. There is also no doubt that until recently Tasmania’s
railway network was not adequate for running passenger heritage vehicles.
Not being a preservation society FTT is not fully conversant with the
requirements and standards necessary for such operations but we believe
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that given Tasrail has progressed successfully with the rejuvenation of its
network, that there should now be few impediments for the return of
heritage trains on Tasrail’s tracks.
It is unfortunate that with the closing of the Hobart to Bridgewater section
of line in June 2014, it is now impossible for any trains to run into Hobart
and return northwards. Thus Tasmania is missing out on the opportunity to
provide a tourism experience on rail, with only the West Coast Wilderness
Railway at Queenstown currently operating regularly. FTT supports the
ability of all heritage groups to run on the main line, as these events can not
only increase tourist numbers but will in themselves help local communities
which heritage tours might visit. Eventually it is FTT’s hope that a dedicated
modern passenger train could be introduced that travels from Hobart all
the way to the West Coast (and return), thus encompassing as much of
Tasmania’s magnificent scenery as possible.96
According to the Derwent Valley Railway Business Plan:
The economic benefit of tourist railways are of additional benefit due to the
location of most tourist railways in rural and remote areas of Tasmania
delivering economic benefit to these areas contrary to the majority of other
tourist products and services being delivered in metropolitan areas.97
According to Future Transport Tasmania’s submission, rail also has safety
benefits.98
In conclusion, according to the HNSRAG submission:
TasRail should be supporting passenger rail ventures (tourists and
commuters) to maximise the return and benefit for the significant tax payer
contribution to below rail assets. As with freight rail, there are similar and
additional wider societal benefits applicable to passenger rail. Diversifying
the value proposition for the Below Rail Assets to include passenger rail
would improve TasRail’s sustainability making it less vulnerable to industry
fluctuations and assure ongoing tax payer investment by firming up the
Social Licence.99
Findings:
17. A number of possibilities were identified for tourist passenger trains to
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resume activity on the Tasmanian rail network.
18. Potential barriers to commuter and tourist passenger rail services include
rail access, insurance, accreditation and infrastructure challenges.
19. The potential benefits of commuter and tourist passenger rail services
include economic advantages to the local community, reduced emissions,
increased tourism offerings and improved accessibility and safety
outcomes.
20. TasRail has made minimal progress to facilitate access to the rail network
for non-freight operators in terms of the existing legal, regulatory,
administrative framework and insurance barriers that currently prevent
such access.
21. TasRail’s core business is freight.
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TERM OF REFERENCE 5
Any other matters incidental thereto

Future Planning
The Committee heard that TasRail has a 25 year plan for the rail infrastructure,
beyond which a realignment of the southern section of the north-south line may
be necessary to address issues of steep grades and sharp curving of the rail line.
According to Mr Annells:
I think government at some point, depending on the growth in volumes, would
clearly have to look at whether an alternative alignment in the south was
worth doing. There would be a business case run on that. In another 25 years
there will be quantum leaps, however, in wagon technology, in locomotive
technology, which will take it way beyond even where we have got to. There
may well be much cheaper solutions. I am aware of some where we looked at
taking some of the tight curves out of the current alignment. It is expensive,
but a lot less expensive than driving a brand new route up alongside the
highway. Yes, I would think that in the future, before you started to spend
significant amounts of money on the existing alignment again, because at some
point you will have to, you would look at the alternatives.100
Issues of drainage are not limited to areas such as Colebrook where there is
some subsidence in the ground due to drainage issues. There are some technological
solutions currently being explored to address these issues. Mr White elaborated:
For instance, we are currently trialling injecting resin into the formation as a
solution to stabilise formation. There are a lot of good technologies we are
trying at the moment.101
The Committee noted the absence of a rail line in the current design for the
Bridgewater Bridge replacement, indicating a lack of integrated planning.
According to Mr Allan Garcia, CEO Infrastructure Tasmania:
Regardless of whether or not rail is included on the current bridge design, it is
too expensive and the federal government will not fund it in its current form…
If we have a bridge that does not have rail attached to it that is costing in the
order of $750 million, of which it cannot be funded, the likelihood of having a
bridge with a rail capacity on it, that would likely extend that even further, is
highly unlikely but not out of the question.102
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Staff Retention and Redundancy Costs
Mr Simpkins, a former employee of TasRail, brought to the attention of the
Committee a degree of mistrust between senior TasRail staff and management,
and the potential financial impact of this on TasRail’s operations:
There is a high level of distrust between staff and management. No doubt
staff may avail themselves to you. The number of people who have said to
me, 'Well done in speaking up, but I am not going to speak because I value
my job'. Fair enough. The relationship between the CEO and the executive
is toxic. There have been 12 senior executives that have departed four
positions in the last five years. In my role there have been five general
managers of freight services in the last four years. They have just sacked the
last one again - sorry, I think he opted to go before they began the process.
In my position there have been five in four years. On the infrastructure side
there have been a similar number, so you are getting this massive turnover.
You are leaking corporate memory and a massive turnover at a senior
level.103
In relation to the asserted turnover of 12 senior managers in five positions in five
years, Mr Annells corrected these figures:
I have seen the numbers, but I did not bother to get it checked. The reason I
did not bother is because basically we got what we got. We are not hiding
from the fact that a lot of these people were put under a great deal of
pressure to perform. Some did and some did not. Now, was that pressure
unreasonable? Others will have to make that decision. What also has to be
factored into account, Chair, is that we are trying to run a freight railway in
Tasmania. It is a very small insignificant railway with a great deal of
problems, all of which we are trying to address.
We are hardly the employer of choice for key railway personnel. We did not
have in many cases the option of recruiting from experienced railway
people. Often we were required to make judgements that people might
learn on the job and would bring fresh perspectives to those jobs. In some
cases the choices works (sic). In some cases they didn't.
They are under a lot of pressure. Some of them decided we were not the
employer for them while with some, we decided they were not the employee
for us. I have acknowledged that working in our senior management team
103
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in the last five years is a pretty stressful place to be for a whole set of
reasons. Some people left because of it, and some people were shown the
door.
In every case, did the organisation get it right? I cannot say we did. But at
the end of the day, what we were trying to do was keep this business alive,
get all this money spent, do it in a way that didn't find us on the front page
of the local paper, and do it in a way which was accepted by the AuditorGeneral, the Commonwealth, DIER and the 20 other people who oversight
our operations. We tried to do it in a way we could look back and say this
got us the right outcome. Were some casualties along the way? Yes, there
were.104
In response to a question on notice request by the Committee, TasRail provided
the cost of separations over the past 5 years:
I can confirm that the turnover of Executives over the past five years is 9
people, not including one role that reverted to non-executive status, and one
contractor who completed a short term, interim arrangement designed to
cover a transition period between role appointments.
The financial figures for the turnover of the 9 Executives are provided as
follows:
 Exit due to retirement or resignation (6 roles) - Total paid $189,993.08
comprising accrued annual leave and long service leave entitlements,
plus Superannuation Guarantee Contribution. 105
 Exit due to mutual separation (2 roles) – Total paid $163,999.81
comprising accrued annual leave and long service leave entitlements,
and inclusive of salary in lieu of notice period in accordance with the
terms and conditions of the respective individual employment contract,
plus Superannuation Guarantee Contribution.106
 Exit due to redundancy (1 role) – Total paid $34,931.06 comprising
accrued annual leave and long service leave entitlements and
redundancy entitlement in accordance with the terms and conditions of
the individual’s employment contract plus Superannuation Guarantee
Contribution.107
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Mr Simpkins also suggested there is a degree of distrust between TasRail and the
contractors:
Maintenance contract is poor to parties. There is a high level of distrust
between TasRail and the contractors. There have been issues there with
work being done or not being done, who has done it, how much, why and
when. There has been all sorts of finger-pointing in that process.108
Mr Annells addressed the issue of staff relations between TasRail management
and staff:
There is no doubt that under the pressure of delivering what has been a
massive infrastructure development program - some of which is extremely
complex - and under the pressure of trying to run a business which we were
doing, our relationship with our blue collar workforce became strained and,
I think we would all agree, from the board down it had deteriorated to an
unacceptable position.
This came to a head about 15 to 18 months ago when I and the chief
executive had a series of discussions with the blue collar workforce around
the state. They were extremely forthright, as I encouraged them to be,
about the situation they believed existed, which wasn't just about
communication although a large chunk of it was, but was also about the
rate of change that we were enforcing in the organisation. Some of that
rate of change was driven by the introduction of new equipment, the
introduction of new infrastructure, but a lot of it was driven by, I believe, a
perfectly reasonable emphasis and re-emphasis on safety and on improving
our systems, and in finally making the very difficult change from being a
largely engineering-based organisation to a customer-focused organisation.
That put enormous strain on our blue collar workforce. They were
subjected to waves of changed procedures, processes, requirements, et
cetera. Sometimes, and only sometimes, we failed to adequately consult
with them and failed to adequately inform them as to why. We had clearly a
situation of reform fatigue in our workforce.
What are we doing about that? There has been an extensive program of
staff engagement. We started off calling it staff re-engagement until we
realised that there hadn't been enough engagement to 're' it, pardon my
expression, and that program which has been led by Damien and the senior
staff and involves the board has sought to address each and every one of
those issues.
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I did another statewide tour the week before last and met with the same
people I had met with before. Are there still some issues? Yes, there are but
they are more of a bread and butter nature - the sorts of things that you
always find in an organisation as diverse as ours. But overwhelmingly I got
feedback that we had made considerable strides in relation to staff
engagement and staff were a lot more satisfied that they understood what
we were trying to achieve and the reasons we were trying to achieve it, and
that we were listening to what they had to say. I am disappointed it
happened. I am not surprised it happened given everything we were trying
to do but, despite all of our efforts to communicate and consult, clearly we
didn't get it right but clearly, we are a lot closer to getting it right now.109
Findings:
22. There is a lack of planning for the post-2035 rail freight task particularly
in regard to known risks.
23. TasRail is small by rail organisation standards and therefore has difficulty
attracting and retaining suitable staff, particularly during a period of a
major transformation.
24. TasRail’s internal communication has been problematic and cultural
change within management and operations is occurring.
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