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Note

This attachment relates to a summary of the DORC valuation and the draft determinations by
route.

This attachment forms part of the ERA’s draft determination on the PTA DORC and PTA
Depreciation Schedule. It should be read in conjunction with all other parts of the draft
decision, which comprises of the following documents and attachments:

e Overview

e ERA’s draft determinations of PTA depreciated optimised replacement costs (model)

e ERA’s draft determinations of PTA depreciation schedule (model)

e Attachment 1:  Total construction replacement costs

e Attachment2:  Accumulated depreciation

e Attachment 3: DORC summary and draft determinations by route (this document)

¢ Attachment 4. Forward depreciation schedule
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Attachment 3. Summary

Total Optimised Dgp{'ﬁ:::f’d
Construction minus: minus: add: Replacement minus: Re plaoement
Replacement Optimisation Contributed Funding Costs Costs Depreciation pCosis

Cost Capital (ORC) (DORC)

A Depreciated Optimised Replacement Cost (DORC) is a measure of the current cost of
replacing the assets required to provide the level of service that meets the actual and
reasonably projected demand. It is a regulatory measure of the compensation due to the
service provider in consideration of its investments in the assets which provide the service.

The Economic Regulation Authority has not accepted the Public Transport Authority’s (PTA)
proposed DORC values.

The ERA has made its own draft determinations for PTA’s DORCs totalling $5.9 billion. This
amount is $1.7 billion (or 41 per cent) more than the aggregate of the PTA’s determinations
for the routes.

The ERA’s draft determination, including the DORC values for each route, is further detailed
in this attachment.

The ERA’'s PTA DORC model also provides more detail.

On the basis of these deliberations, the ERA considers that its draft determination on PTA’s
rail network DORC values best meets the Act objective to establish a rail access regime that
encourages the efficient use of, and investment in, railway facilities by facilitating a contestable
market for rail operations. This includes the ERA’s taking into account both the railway
owner’s legitimate business interests and costs, and the interests of parties using the railway
infrastructure.
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DORC

1. A DORC is a measure of the current cost of replacing the assets required to provide
the level of service that meets the actual and reasonably projected demand. Itis a
regulatory measure of the compensation due to the service provider in consideration
of its investments in the assets which provide the service.

2. The DORC does not compensate the owner for over investing, or for imprudent
investments. The depreciated optimised replacement cost does not compensate the
owner for changes in the market which impact on the demand for its services.

3. Section 47J of the Railways (Access) Code 2000 requires that railway owners
determine, for each route of its network, the DORC of applicable railway infrastructure
associated with the route, and to submit to the ERA a statement setting out each of
those determinations and supporting material demonstrating the basis of each
determination.

4. The ERA task is to either approve the PTA’s statement of depreciated optimised
replacement cost determinations of applicable infrastructure for each route of its
railway or if not, determine the depreciated optimised replacement cost of applicable
railway infrastructure associated with the route.
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5. The PTA proposed an aggregated DORC value of $2.1 billion for its initial regulatory
asset base across all urban network routes listed in Schedule 1 of the Code that are

under the PTA'’s jurisdiction.’

6. However, the PTA did not provide a proposed DORC value that included all required

assets.

7. To comply with the Code requirements, passengers assets also needed to be included
into the PTA’s proposed aggregated DORC value. Our consultant RP Infrastructure
(RPI) included passenger assets from the PTA’s fixed asset register to determine a
corrected DORC that meets the requirements of the Code. These assets added an

additional $2.1 billion to the PTA’s aggregated DORC.

8. The PTA’s proposed and corrected DORC for required assets by asset group is

provided in Table 3.1.

Table 3.1:

Asset group

Proposed DORC

PTA proposed and corrected DORC by asset category ($ million)

Corrected DORC*

Plant, Equip, Vehicles 34 4.2
Railway Infrastructure 2,067.0 4,091.4
System Infrastructure 26.1 77.6
Total 2,096.5 4,173.2

Source: ERA analysis of RP Infrastructure, DORC Report, April 2026, Table 10 and 12.
Note:  * PTA values are presented with the correction for passenger assets included as required by the Code.

9. The PTA’s corrected DORC largely resides in Railway Infrastructure, where the
majority of assets consists of rail stations, tunnels and rail bridges.

10. PTA’s DORC value by route is provided in Table 3.2.

1 Public Transport Authority, Public Transport Authority Third Party Rail Access - Statement of Depreciated

Optimised Replacement Cost, July 2025, p. 7.
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Table 3.2: PTA proposed and corrected DORC by route ($ million)

Route ‘ Proposed DORC ‘ Corrected DORC*
49(a) Perth and Clarkson 525.8 730.4
49(b) Perth and Fremantle 395.7 642.1
49(c) Perth and Armadale 287.7 527.0
49(d) Perth and Midland 273.4 449.5
49(e) Perth and Mandurah 471.4 1,691.0
50A Beckenham Junction and 85.4 105.1
Thornlie

50 Robb Jetty and Leighton 45.9 15.1
and Leighton and North

Fremantle

51 Armidale and Mundijong 11.2 7.3
Junction

Total 2,096.5 4,173.2

Source: ERA analysis.
Note:  * PTA values are presented with the correction for passenger assets included as required by the Code.

11. The three largest routes make up 74 per cent of the PTA'’s total corrected DORC value,
comprising of the Mandurah line (41 per cent), the Clarkson line (18 per cent) and the
Fremantle line (15 per cent).
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ERA draft determination

12. The ERA has not accepted the PTA’s proposed DORC values for the urban network
routes listed in Schedule 1 of the Code that are under PTA'’s jurisdiction.

13. The ERA has made a draft determination for PTA’s DORC values totalling $5.9 billion.
This is an increase of $1.7 billion (or 41 per cent) compared to PTA’s proposed
corrected value.

14. The ERA’s DORC draft determination, including the DORC values for each route, is
detailed below.

15. The ERA’s PTA DORC valuation model also provides more detail.

16. Our draft determination for the PTA’s DORC value for each route is the combined result
of an assessment of each of the components of the DORC and consideration of their
allocation across the routes.

17. The ERA’s DORC values were determined through a staged assessment process, as
detailed in Figure 3.1.

Figure 3.1: Depreciated optimised replacement cost flow chart

Depreciated
Optimised
Replacement

Total Optimised

Construction minus: minus: add: Replacement minus:

Replacement Optimisation Contributed Funding Costs Costs

Depreciation
Cost Capital (ORC) Erdis

(DORC)

18. Consideration of each of the relevant components of the DORC to construct a DORC
valuation are detailed in separate attachments.

e Total construction replacement cost: Total construction replacement cost is
equal to the direct cost of procurement and construction plus all contractors
on-costs and railway owner’s costs.

o Depreciation: Depreciation is the accumulated loss of value due to physical
deterioration, or functional or economic obsolescence over the asset's life.
Depreciation is subtracted from the optimised replacement cost to reflect the
remaining useful life, and value, of the asset.

e DORC: The DORC of the assets is derived from the combination of these
components.

19. In assessing the DORC value for the draft determination, the ERA has considered the
PTA’s proposal, and advice from RPI.

20. As discussed in the Overview, the ERA accepts PTA’'s proposal in respect of
optimisation, capital contributions and funding costs components. Each of these is set
to zero.

21. On the basis of these deliberations, the ERA considers that its draft determination on
the PTA’s DORC best meets the Act objective to establish a rail access regime that
encourages the efficient use of, and investment in, railway facilities by facilitating a
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contestable market for rail operations. The ERA’s assessment takes into account both
the railway owner’s legitimate business interests and costs, and the interest of parties
using the railway infrastructure.

22. For presentational purposes, the ERA’s aggregate DORC valuation by asset group is
provided in Table 3.3.

Table 3.3: ERA draft determination DORC by asset group ($ million)

Asset group PTA corrected DORC* ERA draft decision
Plant, Equip, Vehicles 4.2 6.5
Railway Infrastructure 4,091.4 5,738.4
System Infrastructure 77.6 126.3
Total 4,173.2 5,871.1

Source: ERA analysis.
Note:  * PTA values are presented with the correction for passenger assets included as required by the Code.

23. PTA’s total DORC value largely consists of Railway Infrastructure, where the majority
of assets comprise of tunnels, signals and rail stations.

24. The ERA’s draft determination of the DORC values by route are provided in Table 3.4.

Table 3.4: ERA’s draft determination DORCs by route ($ million)

Route ‘ PTA corrected* ERA draft decision
49(a) Perth and Clarkson 730.9 1,010.1
49(b) Perth and Fremantle 644 .4 1,057.5
49(c) Perth and Armadale 527.7 953.0
49(d) Perth and Midland 450.2 701.4
49(e) Perth and Mandurah 1,692.4 1,968.5
50A Beckenham Junction and 105.1 136.6
Thornlie

50 Robb Jetty and Leighton 15.2 204
and Leighton and North

Fremantle

51 Armadale and Mundijong 7.3 23.6
Junction

Total 4,173.2 5,871.1

Source: ERA analysis.
Note:  * PTA values are presented with the correction for passenger assets included as required by the Code.

25. The three largest routes make up around 70 per cent of the PTA’s total DORC value,
being the Mandurah line (34 per cent), Fremantle line (18 per cent) and the Clarkson
line (17 per cent).

»
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