WestNetH

8 May 2009

Mr Russell Dumas

Director Gas and Rail Access
Economic Regulation Authority
PO Box 8469

PERTH BC WA 6849

Dear Russell

WestNet Rail Submission on Draft Determination on WestNet Rail’s proposed 2009-10 Floor
and Ceiling Costs

WestNet Rail (WNR) submitted proposed floor and ceiling costs on 24 October 2008. The
Economic Regulation Authority (the Authority) released a Draft Determination on this proposal on 4
March 2009.

The Authority’s determination was to not approve the floor and ceiling costs and to require WNR to
make the following amendments:

1. Reduction of 2008-2009 escalation factor from 2.75% to 2.00%
2. Reduction of unit prices as per Table 10 of the Draft Determination.

The Authority also determined that WNR recalculate the floor and ceiling costs using these revised
inputs and include a statement relating to the timeframe of the proposed floor and ceiling costs.

WNR'’s submits the following response to the Draft Determination:
Escalation Factor

WNR asserts that the escalation factor should be based on the latest Consumer Price Index
information available at the time of the Final Determination. Current data from the Australian
Bureau of Statistics shows a movement of 2.2% for the Perth All Groups CPI for the year to March
20009.

Unit Prices

WNR broadly agrees with PwC/Maunsell's assessment that prices of some rail infrastructure
components have softened or reduced slightly since WNR'’s submission in October 2008.

GHD were engaged to obtain up-to-date prices for those components listed in Table 10 of the Draft
Determination. Their report is attached to this submission. As a result, WNR accepts the unit prices
in Table 10 of the Draft Determination with the following exceptions.
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05 May 2009

WestNet Rail Pty Ltd Qurref: 31/206960/1/165860
Attn Adam Sidebottom gUR FES:

2-4 Adams Drive, Welshpool

WA

Dear Sir,

Ceiling Costs - Unit Rates - Updated Unit Rates

Following your request for GHD Pty Ltd to review the Unit Rates previously reported as part of WesiNet's
consideration regarding the task of Ceiling Price Review, we have undertaken an update and report our
results in the following Table.

In general we have found that unit rates have flattened since our September 2008 review and in some
instances the unit costs have reduced. Each item is affected by their own market pressures and by
spegcific projects.

Owing to some suppliers' undertaking rationalisations it was not possible to speak to the same person
and therefore the context of the review altered with the particular individual questioned. The estimates of
unit cost are somewhat individually based, which is the reality of supplier costing, where they need to
respond to the particular conditions on the particular day. Nevertheless a consistent downward trend in
prices was observed.

The resulis of our enquiries are as below:
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