


ATTACHMENT

New Compliance Arrangements for WestNet Rail

Background

The Authority has decided, as a result of reviewing the compliance arrangements in place for
WestNet, to revise these arrangements to more appropriately reflect the requirements of the
rail access regime legislation (the Railways (Access) Act 1998 (Act) and the Railways
(Access) Code 2000 (Code)).

These new arrangements will apply from 1 July 2009.

Current Compliance Arrangements

Under its current compliance arrangements, WestNet provides the Authority with annual Key
Performance Indicator (KPI) information relating to its railway and undertakes annual audits,
using an independent auditor, of specific parts of its Segregation Arrangements and Part 5
Instruments on an annual basis.

Key Performance Indicators

Following its review of the Act and the Code, the Authority’s view is that while it may look at
the operational performance of a railway owner’s railway network in the course of performing
its functions, it does not consider that this legislation provides it with a general function of
monitoring the operational performance of this network. On this basis, the Authority has
decided to remove the KPI reporting obligation from WestNet's future compliance
requirements.

Legislative Requirements for the Monitoring Regime

Section 20(1) of Act requires the Authority to monitor and enforce compliance by railway
owners with the Act and Code.

The Authority’s monitoring regime needs to assess the compliance of a railway owner
against the relevant areas within the Act and the Code where obligations are imposed on the
railway owner. The relevant areas are as follows:

e  Segregation Arrangements (Sections 28-34 of the Act) — requires railway owners to
separate their access related functions from their other functions.

Preliminary (Part 1 of the Code) - requires railway owners to make certain information
available to potential access seekers.

Proposals for Access (Part 2 of the Code) - specifies the obligations of railway
owners in handling proposals for access under the Code.

Negotiations (Part 3 of the Code) - specifies the obligations of railway owners in
undertaking negotiations with proponents under the Code.

Access Agreements (Part 4 of the Code) - specifies the obligations of railway owners
in regards to access agreements governed by the Code.

Part 5 Instruments (Part 5 of the Code) - requires railway owners to comply with
approved train management guidelines, train path policies, costing principles and
overpayment ruies.



Audits

The Authority considers that the most appropriate way to monitor the above obligations
imposed on WestNet by the Act and the Code, is through an independent audit process.

As noted above, WestNet is currently required to undertake an independent audit on an
annual basis. In order to achieve consistency with the compliance processes in place in
within other areas of its jurisdiction, the Authority has decided to extend the period between
WestNet's audits from annually to every two years, except for the Over-payment Rules which
will be audited every three years. In the case of the Over-payment Rules, WestNet will be
required to submit to the Authority the results of its annual internal audit on its over-payment
account.

In addition, the Authority has decided that those areas within the Act and the Code which
impose obligations on the railway owner and which therefore need to be covered under the
Authority’s monitoring regime (as outlined above) should be audited. This extends the audit
coverage compared to the current audits which deal only with WestNet's Segregation
Arrangements and Part 5 Instruments.

The Appendix to this attachment provides an outline of the required audit framework under
the new audit arrangements for WestNet.

Implementation of the New Compliance Arrangements

As noted above, it is intended that the new compliance arrangements will apply to WestNet
from 1 July 2009. The existing audit arrangements will therefore apply for the 2008/09
financial year and WestNet would undertake its first audit under the new audit arrangements
two years afterwards (at the end of the 2010/11 financial year). This audit would cover all the
areas outlined in the Appendix to this attachment, apart from the Over-payment Rules. The
first audit under the new arrangements for the Over-payment Rules would be undertaken by
WestNet at the end of the 2011/12 financial year.
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