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Executive Summary 

The purpose of this report is to provide the Economic Regulation Authority [ERA] with a review of Public Transport 

Authority’s [PTA] Section 47J and 47K submissions (25 June 2025), considering any stakeholder submissions. This initial 

report aims to verify the reasonableness, transparency and alignment of the valuation with regulatory, technical and 

economic principles reflected in the Railways (Access) Code 2000 (The Code) as well as the revised Costing Principles 

submitted by PTA to the ERA (in September 2024) and approved by the ERA following submissions by access holders 

and subsequent amendments (published November 2024).  

The report highlights any observed misalignments or inconsistencies within the railway owner’s submission, along with 

providing technical advice which the ERA may wish to consider in its final approval of the IRAB put forward by the PTA. 

We note that there were no public submissions received on PTA’s submission, however, CBH has advised that the 

principles articulated in its submission to Arc Infrastructure’s DORC Determination should apply.1   

RP Infrastructure’s (RPI) engagement was to provide a review of PTA’s proposed Depreciation Optimised Replacement 

Cost (DORC) and depreciation schedule, assessing whether the railway owner’s Modern Equivalent Asset (MEA) 

assumptions are reasonable; whether input costs submitted by the railway owner are reasonable and to provide a 

reasoning along with an alternative costing for any item assessed as not meeting these criteria.   

Where sufficient information has been provided, RPI has relied on benchmarked unit rates and has generally adopted 

them as “Sell Rates”.2  Where information provided by the PTA lacked the necessary detail (e.g. quantities), RPI has 

back-calculated quantities based on the valuations provided and the scope of assets within each group. Where RPI 

calculated unit rates from first principles, we firstly identify the Direct Job Cost (DJC) Unit Rate and then apply the 

relevant uplift factors to determine the “Sell Rates”. RPI has estimated depreciation by individual asset based on the 

commencement dates listed against each asset in the PTA Fixed Asset Register (FAR).  

Following submission of our draft report, RPI liaised with PTA to confirm the asset base to be included in the DORC 

modelling. This resulted in an expanded asset set (i.e. an increase in the number of in-scope assets) relative to that used 

in PTA’s July 2025 submission. Accordingly, the figures presented in this report are based on the updated dataset 

modelled by RPI, and PTA’s earlier submission should not be relied upon for the purposes of assessing the DORC. The 

table below provides a summary of the key components of the DORC and our estimated alternative values based on our 

initial analysis of the information available at the time of this assessment.   

 Comparison PTA DORC vs RPI DORC – by key components 

 

 
1  CBH Letter to the ERA, 4 September 2025. 
2  Note that “sell rates” are the equivalent of a contractor price or tender price which reflects construction value. 

Component PTA RPI Diff $ Diff % Notes / Comments 

Construction Replacement Cost $8,636.7m $8,895.0m $258.2m 2.99%
Re-estimated using a bottom-up approach to unit 

rates and quantities for MEA

Railway Owners Cost $0.0m $1,716.7m $1,716.7m 100.00%
Applied 19.3% uplift to the RPI's estimate of CRC

PTA ROC incl. in CRC. 

Optimisation nil nil nil nil Assessed as nil by both PTA and RPI

Contributed Assets nil nil nil nil

As a statutory authority, full cost funding requires a 

return on all government funded assets except 

Community Service Obligations.

Sub-total - ORC $8,636.7m $10,611.7m $1,975.0m 22.87%

Depreciation $4,463.5m $2,885.8m -$1,577.7m -35.35%
RPI estimated accumulated depreciation for each 

asset in the FAR based on remaining using life. 

DORC $4,173.2m $7,725.8m $3,552.6m 85.13%
The change in DORC resulting from the above 

changes 

Comparison PTA DORC  vs RPI DORC
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As a result of the revisions to some of the DORC components outlined below, RPI estimates the DORC to be $7,725.8m 

an upward revision of $3,552.6m from PTA’s DORC of $4,173.2m (an increase of 85.1%). Each of the DORC components 

is briefly described below. 

Construction Replacement Costs 

Each of the specific asset classes were reviewed at a direct job cost unit rate level to provide a comparable and relevant 

construction replacement cost valuation. Across the 25 separate asset classes contained within the PTA’s submission, 4 

asset class valuations were considered reasonable with their respective values adopted, 10 asset class valuations were 

increased, and 11 asset classes valuations were decreased. The change (in either direction) exceeded 10% for 14 of the 

25 asset classes reviewed. This resulted in an increase in the construction replacement cost from $8,636.7m to 

$8,895.0m (an increase of $258.2m or 3%). Note that the PTA estimate for CRC includes uplift factors that would 

normally sit within Railway Owner Costs, such that the actual difference in CRC is most likely larger than 3%.  

Tunnels accounted for approximately 12% of the total CRC in PTA’s estimate, with this approximately one half of that in 

RPI’s estimate (approximately 23%). This asset class accounted for the largest difference between PTA and RPI’s 

estimated CRCs (approximately $952.5m or 90%). 

These unit rates were generally applied to the stated quantities (where these were made available by PTA) with the 

resulting totals being adjusted by the same percentage markup allowances for the following factors, except the 

contractor preliminaries, which we reduced from 30% to 25%, with 25% being a typical markup for preliminaries on 

major infrastructure works. These preliminaries are often reduced to approximately 10% for signalling and 

communications assets (based on a managed contractor approach for the latter asset group): 

 Offsite Overheads and profit applied at 10% of direct job costs 

 Contractor preliminaries applied at 25% of direct job costs and 10% for signalling and communication assets 

(noting that the unit rates for signalling works also includes the Specialist subcontractor’s overheads and 

margin allowances) 

 Contractor risk premium applied at 5% of direct job costs (the risk included in contractor’s tender pricing)  

We note that PTA has based their DORC submission on the Rider Levett Bucknall (RLB) estimation of replacement costs 

for calculating Fair Values under the Current Replacement Cost methodology (in accordance with the Accounting and 

Valuation Standards) in July 2024 for financial reporting purposes. RLB applied the following on-costs based on their 

recent and relevant experience at that time, stating that they are current as at the date of their valuation report.   

PTA did not classify on-costs into those included in unit rates and those typically attributed to the Railway Owner. In 

reviewing on-costs, RPI has combined all on-costs to understand and compare the total uplift. RPI in estimating 

alternative costs for comparative purposes applied a factor of 19.3% to direct costs to allow for railway owner costs 

based on historic benchmarking with the ERA’s 2013 Pricing Determination.3 RPI concluded that when combined, RLB’s 

percentages fall within typical ranges for Railway Infrastructure (i.e. 65% compared with 59%) and are considered 

excessive in the case of Systems Infrastructure (65% compared with 44%). 

 
3  Economic Regulation Authority (ERA). 2014. Brookfield Rail — Determination of Costs Relevant to Co-operative Bulk 

Handling’s Access Proposal dated 10 December 2013 (Final determination, published 24 September 2014). Perth: ERA. 
Available at: 
https://www.erawa.com.au/sites/default/files/12900/20140924%20BR%20Cost%20Determination%202014%20REDACTED%
20VERSION.PDF 

https://protect.checkpoint.com/v2/r04/___https:/www.erawa.com.au/sites/default/files/12900/20140924%20BR%20Cost%20Determination%202014%20REDACTED%20VERSION.PDF?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6YTZlYTpkN2M3OTMyYmU0YWZlMDQzMGU3NWM2Yjk1NDFkMDMxODhkY2ZiNWQ0YTRlMDY1YTU2OTM2MTkzZGNkMDQ0MmNhOnA6VDpO
https://protect.checkpoint.com/v2/r04/___https:/www.erawa.com.au/sites/default/files/12900/20140924%20BR%20Cost%20Determination%202014%20REDACTED%20VERSION.PDF?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6YTZlYTpkN2M3OTMyYmU0YWZlMDQzMGU3NWM2Yjk1NDFkMDMxODhkY2ZiNWQ0YTRlMDY1YTU2OTM2MTkzZGNkMDQ0MmNhOnA6VDpO
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Across all 25 asset classes, the CRC estimates only differed by approximately 3%, however, PTA’s CRC estimate included 

all uplift factors amounting to 65%. This captures amounts that would normally sit in Railway Owner Costs. From the 

above table, this amounts to 25% (including Contractor Design and Professional Fees (10%) and Project Contingency 

(retained by PTA) (15%)). If these were treated separately, the increase in estimated CRC by RPI would be greater by 

that amount.  

Optimisation of the asset base 

RPI’s review of optimisation supports PTA’s conclusion that there is no requirement for optimisation of the asset base 

based on considerations around redundancies, MEA capacity and capacity required for meet future demand. 

Contributed Assets 

RPI supports the PTA’s assessment that there were no contributed assets based on publicly available information. 

Depreciation 

In reviewing PTA’s depreciation, we estimated the remaining lives for each individual asset in the FAR and used this 

detailed build-up to determine an effective depreciation rate by route section. It was not possible to understand PTA’s 

accumulated depreciation figures, therefore reviewing depreciation amounted to comparing their high-level estimated 

accumulated depreciation with RPI’s line-by-line detailed assessment based on the asset capitalisation date advised by 

PTA. At this level, PTA’s depreciation of $4,463.5m as a fraction of their ORC amounted to approximately 52%, compared 

with 27% for RPI’s estimated depreciation of $2,885.8m. This relatively large difference leads us to recommend that the 

ERA not approve the depreciation schedule put forward by the PTA in its current form. 

RPI saw no need to depart from straight-line (SL) depreciation based on analysis of freight demand trends and 

consideration of potential stranding of assets, given freight is such a relatively small proportion of the total rail demand.  

Comparative Analysis 

We also provide a comparison with the DORC $m/tkm for Transport Asset Holding Entity of NSW (TAHE) (the passenger 

network comprising Sydney Rail and NSW Rail) which is relevant for passenger rail infrastructure assets. IPART has not 

published a discrete initial Regulatory Asset Base for TAHE. Instead, TAHE’s RAB has been established implicitly through 

inherited asset values and assessed progressively through IPART’s annual compliance reviews under the NSW Rail Access 

Undertaking. 

 

 

 

Description Typical Range

Railway Infrastructure

Systems 

Infrastructure

Contractor Preliminaries 25% 25.0% 10.0% 25%-35%

Contractor Risks 5% 5.0% 5.0% 3% - 6%

Contractor Overheads and Profits 10% 9.5% 9.5% 8% - 12%

Contractor Design and Professional Fees 10% 0.0% 0.0%

Project Contingency (retained by PTA) 15% 0.0% 0.0%

Sub-total 65% 39.5% 24.5%

Project Management 0% 4.3% 4.3%

Construction Management 0% 6.9% 6.9%

Planning, Design and Development included in on-costs 5.1% 5.1%

Corporate and Other Costs included in on-costs 3.0% 3.0%

Sub-total 0% 19.3% 19.3%

TOTAL 65% 58.8% 43.8%

On-costs applied to estimate unit rates and Railway Owner Costs

On-Costs

Railway Owner Costs

RPI Applied Percentage
RLB Applied 

Percentage
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High-level comparisons – TAHE closing value June 2024 vs PTA DORC vs RPI alternative value 

 

Key insights from the above analysis include: 

 RPI’s estimated depreciation amounts to a lower percentage of the ORC because the assets are much younger, 

therefore they have greater remaining useful lives. 

 The value of the RAB per tkm estimated by RPI is $21.5m/tkm. PTA’s estimate is significantly lower at 

$11.6m/tkm 

 While comparable iRAB figures are not available, the latest RAB for TAHE approved by IPART for 30 June 2024 

was $24,049.5m across 919tkm, which results in an approximate RAB rate of $26.2m/tkm.4 As such, this 

supports the alternative RAB valuation estimated by RPI resulting in $21.5m/tkm.   

Recommendations 

Our estimated DORC of $7,725.8m is higher than PTA’s estimate of $4,173.2m (an increase of approximately 85%). The 

key factor explaining the difference in DORC values is the accumulated depreciation which appears to underestimate 

remaining lives. Based on these material differences, we recommend that the ERA: 

 does not approve PTA’s proposed DORC for the purposes of establishing the initial RAB for the network and 

 does not approve the depreciation schedule put forward by PTA in its current form. 

 

 

 

 
4  IPART, TAHE’s Compliance with the NSW Rail Access Undertaking 2023-24, Final Report, May 2025. 

https://www.ipart.nsw.gov.au/sites/default/files/cm9_documents/Final-Report-TAHEs-compliance-with-the-NSW-Rail-
Access-Undertaking-2023-24-May-2025.PDF 

 

High-level comparison - TAHE  30 June 2024 Vs PTA DORC (2024) and RPI Alternative Value

Total km

Total 

replacement

costa

Optimisation

(% of Total 

RC)

Total 

optimised 

replacement 

cost

Depreciation 

(% Total ORC)
Total DORC 

Contributions 

(incl grants)

OPEX 

Savings 

(% of Total 

DORC)

RAB  

(% of Total 

RC)

RAB 

$m/tkm

TAHEb

919 tkm
$24,050 N/A N/A N/A N/A N/A N/A $26.2

$8,637 $8,637 $4,173 $4,173 $11.6

$0 $4,464m $0.0 $0.0

0.0% 51.7% 0.0% 0.0%

$10,612 $10,612 $7,726 $7,726 $21.5

$0 $2,886 $0 $0.0

0.0% 27.2% 0% 0.0% 73%

a Direct cost + Railway Owner Costs

b IPART, TAHE's Compliance wih the NSW Rail Access Undertaking 2023-24, Final Report, May 2025

PTA

360 tkm

RPI

360 tkm

https://protect.checkpoint.com/v2/r04/___https:/www.ipart.nsw.gov.au/sites/default/files/cm9_documents/Final-Report-TAHEs-compliance-with-the-NSW-Rail-Access-Undertaking-2023-24-May-2025.PDF___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6NmQyYzpjMGU4YzFlNDAyZDJlZTc3OWU2YjkyMGU0MjZhNWM1Yjc2M2NkZWU4ZDVhMTc2OTgzN2VhNmQzY2ZlMzdiYzlkOnA6VDpO
https://protect.checkpoint.com/v2/r04/___https:/www.ipart.nsw.gov.au/sites/default/files/cm9_documents/Final-Report-TAHEs-compliance-with-the-NSW-Rail-Access-Undertaking-2023-24-May-2025.PDF___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6NmQyYzpjMGU4YzFlNDAyZDJlZTc3OWU2YjkyMGU0MjZhNWM1Yjc2M2NkZWU4ZDVhMTc2OTgzN2VhNmQzY2ZlMzdiYzlkOnA6VDpO
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Acronyms 

ARTC Australian Rail Track Corporation 

CRC Construction Replacement Cost 

DCPM Design Construct Project Management 

DORC Depreciated Optimised Replacement Cost 

ERA Economic Regulation Authority 

FAR Fixed Asset Register 

GHD GHD Advisory 

GRV Gross Replacement Value 

GTK Gross Tonne Kilometre 

iRAB Initial Regulatory Asset Base 

MEA Modern Equivalent Asset 

ORC Optimised Replacement Cost 

PTA Public Transport Authority 

RAB Regulatory Asset Base 

ROC Railway Owner Costs 

RPI RP Infrastructure 

SL Straight Line Depreciation 

TAHE Transport Asset Holding Entity of NSW 

tkm Track Kilometre  
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1 Introduction and Summary 

The purpose of this report is to provide the Economic Regulation Authority [ERA] with a review of the Public Transport 

Authority’s [PTA] Section 47J and 47K submissions (25 July 2025). This initial report aims to verify the reasonableness, 

transparency and alignment of the valuation with regulatory, technical and economic principles reflected in the Railways 

(Access) Code 2000 (the Code) (as amended December 2023), as well as the revised PTA Costing Principles submitted 

to the ERA (September 2024) and approved by the ERA following submissions by stakeholders and subsequent 

amendments (published November 2024). It highlights any observed misalignments or inconsistencies within the 

railway owner’s submission, along with technical advice which the ERA can consider in its approval decision. We note 

that while there were no public stakeholder submissions specifically for this review, CBH have advised that the principles 

articulated in its submission to Arc’s DORC determination should apply. 

1.1 Background 

The PTA is the provider of passenger transport services and owner of rail infrastructure in Perth, covering 361.7 track 

kilometres (tkm) of applicable routes.5 It is split into several businesses which provide for the transport of passengers 

in Perth and country areas and is the “below rail” provider of rail infrastructure in the urban network. As a government-

owned statutory authority established under the Public Transport Authority Act 2003 to direct, manage, maintain and 

control the Government railways in Western Australia, PTA provides third party access to freight operating companies 

(for the transportation of containers) and a single third-party access providing a passenger rail service (that is the Indian 

Pacific train operated by JBRE). 

 

The decision to change the methodology for estimating the initial Regulatory Asset Base (iRAB) valuation from a Gross 

Replacement Value (GRV) to Depreciated Optimised Replacement Cost (DORC) requires PTA, as the railway owner, to 

put forward an iRAB valuation. This change brings the regulation of these railways into alignment with other jurisdictions 

and sectors, using a DORC valuation method aimed at ensuring that: 

 

i.  the depreciation of each asset category better reflects the economic life of the assets 

ii.  the costs allowed for are prudent, efficient and reflect best practice 

iii.  that any unused or under-utilised assets are excluded from the asset base and 

iv.  any potential cost savings that may have resulted from technological improvement are considered. 

 

The effect of such changes is that negotiated prices will more closely reflect the cost of replacing capacity or providing 

additional capacity.6 This is important to meet the main object of the Railways (Access) Act 1998 which is to: 

 

“establish a rail access regime that encourages the efficient use of and investment in railway facilities 

by facilitating a contestable market for rail operators.” 

 

The change from GRV to DORC required an amendment to the Railway (Access) Code (December 2023) followed by a 

revision to the Costing Principles submitted by the railway owners (PTA and Arc) to the ERA (Sept 2024). Following a 

review process, the ERA approved the railway owner’s Costing Principles with its amendments. Based on these Costing 

Principles, PTA is to value their iRAB. They submitted their final report Public Transport Authority Third Party Rail Access 

Statement of Depreciated Optimised Replacement Cost to the ERA on 31 July 2025. No direct public submissions were 

received.  

 

 

 
5  Track kilometers (tkm) are a unit measuring the total length of all physical railway tracks in a network, counting each 

parallel track separately, unlike route-kilometres which count the rail corridor path once. The applicable routes costed 
here amount to approximately 90% of the total tkm for the network. 

6  Note that both methodologies use a current cost approach on the basis that it will result in prices that more closely 
reflect the cost of replacing or providing additional capacity.  
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1.2 Summary of review 

Where sufficient information has been provided, RPI has relied on benchmarked unit rates and has generally adopted 

them as “Sell Rates”.7  Where information provided has not provided the necessary detail (e.g. quantities), RPI has back-

calculated quantities based on the valuations provided and the scope of assets within each group. Where RPI calculated 

unit rates from first principles, we firstly identify the Direct Job Cost (DJC) Unit Rate and then apply the relevant uplift 

factors to determine the “Sell Rates”.  RPI has undertaken a bottom-up review of the direct job cost unit rates and 

quantities including relevant indirect job cost uplift factors to assess PTA’s Construction Replacement Cost (CRC), the 

Railway Owner Costs (ROC), optimisation and depreciation, along with adjustment for operating cost savings and 

contributed assets.  

RPI understand that the valuations being reviewed are those in PTA’s Fixed Asset Register (FAR). Section 3.4 of PTA’s 

submission states that three different approaches are used across the following three main asset categories:8  

 Costings for the Railway Infrastructure Assets in the PTA urban network were undertaken by Rider Levett 

Bucknall WA Pty Ltd (RLB) and SMEC who were engaged in 2024 to provide a valuation for financial reporting 

purposes as at 30 March 2024. As no significant cost increases have occurred since that report, PTA did not 

adjust for inflation. Examples of Railway Infrastructure Assets include rails, track, ballast and structures.  

 System Infrastructure Assets were updated from the previous valuation undertaken by GHD in 2021. Examples 

of relevant System Infrastructure Assets are communications, signalling assets and internet services.  

 Plant, Property and Equipment were based on the cost values as at the purchase dates and depreciated in line 

with the effective asset life thereafter. The total carrying value of this asset group in the asset register is 

relatively small at around 0.1% of the total initial RAB value. Furthermore, as this category of assets is largely 

not relevant for third party access,9 establishing current replacement costs was not considered a priority and 

historic values were considered sufficient. Examples of Plant, Property and Equipment are rail plant, mobile 

plant, and trucks. RPI have not reviewed this category of costs.  

PTA have justified the approach taken for each cost category, and on that basis have concluded that their valuations are 

consistent with the requirement of Section 3 of the Code that the DORC in relation to railway infrastructure that the 

cost is “the lowest current cost to replace the railway infrastructure assets.”10 RLB’s 2024 report states that they did not 

consider asset condition, remaining useful life, asset splitting arrangement or depreciation assumptions as directed by 

PTA, since these are assessed on a regular basis by PTA asset owners who are subject matter experts.  

Table 1 lists PTA’s estimated valuations and RPI’s alternative values put forward in this report. 

 

 

 

  

 
7  Note that “sell rates” are the equivalent of a contractor price or tender price which reflects construction value. 
8  Note that the valuation dates differ for each of these categories, with escalation applied differently across them. 
9  To the extent that these assets form part of the asset base, they are relevant to all users of the infrastructure. The extent 

to which they are relevant to third party access holders may be dependent on how such costs are shared across the 
applicable routes. 

10  Public Transport Authority Third Party Rail Access Statement of Depreciated Optimised Replacement Cost (July 2025), 
Table 12, p17. 
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Table 1 Comparison PTA DORC vs RPI DORC – by key components 

 

As a result of the revisions to some of the DORC components outlined below, RPI estimates the DORC to be $7,725.8m 

an upward revision of $3,552.6m from PTA’s DORC of $4,173.2m (an increase of 85.1%). Each of the DORC 

components is briefly described below.  

Table 2 below presents our indicative DORC build-up by each of the applicable routes.  

Table 2 DORC Build-up by Route Section  

 

High-level insights from this DORC build-up by applicable route include: 

 The Mandurah Rail line (Route 49e) accounts for 37% of the total DORC value 

 Three routes (Route 50, 50a and 51) account for a combined total of 4% of the total estimated DORC 

 Three of the remaining routes (Routes 49a, 49b and 49c) are comparable in terms of their relative DORC 

values with each amounting to approximately 15%-18% of the DORC value. 

1.3 Scope and purpose of review 

PTA’s submission estimates their iRAB valuation using the DORC approach for the proposed routes set out in Appendix 

1 of the PTA’s Costing Principles (November 2024). These include those routes and route sections defined as “applicable 

railway infrastructure” and “applicable route section” in section 47C(b) and 47N(2) of the Railways (Access) Code 2023. 

Component PTA RPI Diff $ Diff % Notes / Comments 

Construction Replacement Cost $8,636.7m $8,895.0m $258.2m 2.99%
Re-estimated using a bottom-up approach to unit 

rates and quantities for MEA

Railway Owners Cost $0.0m $1,716.7m $1,716.7m 100.00%
Applied 19.3% uplift to the RPI's estimate of CRC

PTA ROC incl. in CRC. 

Optimisation nil nil nil nil Assessed as nil by both PTA and RPI

Contributed Assets nil nil nil nil

As a statutory authority, full cost funding requires a 

return on all government funded assets except 

Community Service Obligations.

Sub-total - ORC $8,636.7m $10,611.7m $1,975.0m 22.87%

Depreciation $4,463.5m $2,885.8m -$1,577.7m -35.35%
RPI estimated accumulated depreciation for each 

asset in the FAR based on remaining using life. 

DORC $4,173.2m $7,725.8m $3,552.6m 85.13%
The change in DORC resulting from the above 

changes 

Comparison PTA DORC  vs RPI DORC

Network 

Route
Network Route

Distance 

(tkm)
 CRC  ROC  Depr  DORC  

 

Percentage 

49a J010 - PERTH - CLARKSON 66.4 $1,545m $298m $569m $1,274m 16%

49b F010 - FREMANTLE LINE 37.4 $1,588m $307m $513m $1,382m 18%

49c A010 - ARMADALE LINE 61.4 $1,430m $276m $564m $1,142m 15%

49d M010 - MIDLAND LINE 32.6 $845m $163m $275m $733m 9%

49e SS01 - MANDURAH RAIL LINE 141.6 $3,142m $606m $883m $2,866m 37%

50a T010 - THORNLIE SPUR 3.0 $37m $7m $19m $25m 0%

50 RJ01 - Robb Jetty Line 3.3 $279m $54m $54m $279m 4%

51 MU - MUNDIJONG LINE 16.0 $29m $6m $8m $26m 0%

TOTAL 361.7 $8,895m $1,717m $2,886m $7,726m 100%

DORC Build-up by Route Section - RPI values for DORC components
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Table 3 below sets out the applicable routes.  

Table 3 Applicable Route Sections 

 

Source: Public Transport Authority Third Party Rail Access Costing Principles (November 2024) Appendix 1 

Figure 1 below illustrates these applicable route sections.  

  

Route 

Number
Route

RPI Corridor 

take-off (km)

Qty Takeoff 

(track km)

49(a) The narrow gauge doube tracks between Perth and Clarkson 33.2 66.4

49(b) The narrow gauge doube tracks between Perth and Freemantle 18.7 37.4

49(c) The narrow gauge doube tracks between Perth and Armadale 30.7 61.4

49(d) The narrow gauge doube tracks between Perth and Midland 16.3 32.6

49(e) The narrow gauge doube tracks between Perth and Mandurah 70.8 141.6

50A The narrow gauge single track between Beckenham Junction and Thornlie 3.0 3.0

50

The dual gauge track between Robb Jetty and Leighton and the spur line 

between Leighton and North Fremantle
3.3 3.3

51 The narrow gauge mainline track between Armadale and Mundijong Junction 16.0 16.0

TOTAL 192.0 361.7
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       Figure 1 Applicable routes for assessment of costs PTA  

End applicable route 
Boundary applicable 

route 
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The purpose for undertaking this valuation is to provide the ERA with relevant cost information to determine the 

relevant cost information (in relation to floor and ceiling costs) for access on applicable routes under the code. RPI’s 

approach is largely determined by the Code and how it defines the relevant infrastructure, with this dictating which 

assets are included or excluded.  

The implication of the definition of Railway Infrastructure under s3 of the Code (see above) is that even if a route serves 

both passenger and freight operations, when addressing Section 47 J(1)(a) of the Code, all infrastructure identified as 

included or excluded must be included or excluded in the RAB, provided that the route is in Schedule 1 of the Code and 

the asset is used for railway operations.11 The type of service does not provide grounds for exclusion. RPI note that this 

is consistent with the ERA’s approach in the 2009 Pricing Determination for two of the applicable routes – Perth to 

Midland and Perth to Robbs Jetty. We also note that this approach differs to that adopted by other regulators (i.e. IPART 

and ACCC).12  

1.3.1 Requirements of Review 

The Scope of Works for this review requires RPI to assess whether the input costs submitted by the PTA are 

substantiated as being reasonable and efficient in terms of the provision of railway infrastructure, with any contentious 

issues or potentially erroneous or missing information to be identified.  

RPI is to assess PTA’s input cost parameters including all asset categories listed in the Costing Principles (under Standard 

Design Life), which must include: 

(1) construction costs - earthworks, tracklaying and culverts/bridges 

(2) track supply costs – ballast, sleepers and fasteners 

(3) communications and signalling. 

RPI is to assess costings for these three categories, which should include: 

 source costs 

 transport costs and 

 working capital costs 

Costs need to be calculated to a reasonable construction timetable. 

RPI is to assess whether: 

 PTA’s MEA assumptions are reasonable 

 The input costs are reasonable and efficient in terms of the provision and management of the specific railway 

infrastructure, considering all relevant information including comparisons where appropriate with 

infrastructure assets of a similar nature in Australia and relevant overseas countries. 

Where RPI finds that the costs submitted in PTA’s proposal do not meet the above criteria, the reasoning for concluding 

this and an alternative costing for that item is required. 

1.3.2 Information sources and limitations 

RPI has based its analysis of PTA’s DORC on their July 2025 report Public Transport Authority Third Party Rail Access 

Statement of Depreciated Optimised Replacement Cost and their accompanying excel model. We were also provided 

with RLB’s July 2024 report Urban Rail Infrastructure Asset Register Review and Gross Valuation. No direct public 

submissions were received; however, we note CBH advised that the principles articulated in its submission to Arc’s 

DORC determination should apply.13  RPI put forward several questions to the ERA for clarification from PTA. PTA 

responded to this request with more detailed information provided to RPI 28 November 2025.  

 
11  47J. Initial regulatory asset base states:  

“(1) Each railway owner must…determine, for each route section of an applicable part of the railways network, the 
depreciated optimised replacement cost of applicable railway infrastructure associated with the route section”.  

12  See Attachment A for elaboration. 
13  CBH Letter to the ERA, 4 September 2025. 
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Any alternative costing put forward in this report has been undertaken without access to or verification of the assets 

included in PTA’s modelling. The level of detail provided by PTA varied considerably. While the additional information 

provided in response to RPI’s clarification questions gave RPI greater clarity around the scope of what was included in 

the various asset categories, there was still a paucity of information around the actual quantities used to support their 

valuations. Where this occurred, RPI back-calculated quantities to determine appropriate values based on our 

assessment of what were both reasonable quantities and unit rates. The various treatments for quantities by asset class 

are outlined in greater detail in section 5 of our report where we put forward sell rates for each asset group.  

1.3.3 Valuation Date 

Section 3.2 of the PTA’s Costing Principles states that “The valuation date is the date that the PTA will determine the 

value of the initial RAB of the Railway Network, or such other date as agreed with the Regulator.” 

PTA’s submission refers to “measurement date”, however, this is not specified nor defined. It appears to be related to 

the date of the submission and is broadly referred to as “current”. The submission states:  

“Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets that the entity 

can access at the measurement date.”  

Further detail around the relevant valuation date(s) can be ascertained from PTA’s submission, with descriptions for 

how replacement costs are estimated. Section 3.4 of PTA’s submission states that three different approaches are used 

across the three main asset categories, with the relevant valuation date implicit in how they have approached each. 

With respect to the on-costs allowed for in their estimate of Current Replacement Cost, section 3.3 of PTA’s 

submission outlines the assumptions used for the DORC states: 

“The on-costs identified above have been applied based on RLB’s recent and relevant experience, sourced 

from current PTA and similar infrastructure projects, and are current as at the date of this report.”  

Depending on the asset category, the valuation appears to be based on a range of valuation dates as follows: 

 The measurement date of March 2024 for Railway Infrastructure Assets with no further escalation; 

 The measurement date of March 2024 for System Infrastructure Assets, escalated from GHD’s 2021 estimate; 

 Historic costs for P&E. 

PTA have justified the approach taken for each cost category, and on that basis have concluded that their valuations are 

consistent with the requirement of Section 3 of the Code that the DORC in relation to railway infrastructure, i.e. that 

the cost is “the lowest current cost to replace the railway infrastructure assets.”14 

There are several inconsistences in PTA’s submission in describing the various valuation dates. Table 4 below lists these 

inconsistencies between descriptions in sections 3.4 and 3.6 and those in section 4.5. Table 4 Inconsistencies in PTA’s 

submission regarding valuation dates and escalation 

Section 3.4 pp. 23-24/Section 3.6 p.29 Section 4.5 of PTA Submission (p35) 

S 3.4 pp23-24 “Railway Infrastructure Assets in the PTA 
urban network were undertaken by Rider Levett Bucknall 
WA Pty Ltd (RLB) and SMEC who were engaged in 
2024.” 

“Railway Infrastructure Assets were updated as of 
March 2023 with no further indexation applied” 

S 3.6 p.29: The values of System Infrastructure Assets 
were most recently updated in March 2024 based on the 
ABS 2024 Producer Price Index for the non-residential 
building construction industry. 

“System Infrastructure Assets were adjusted for inflation 
in 2022-23 using the Non-Residential Building 
Construction Price Index for WA.” 

 
14  Public Transport Authority Third Party Rail Access Statement of Depreciated Optimised Replacement Cost (July 2025), 

Table 12, p17. 
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S3.4 p24 “historic values were considered sufficient”  
 

P&E – “No further subsequent indexation has been 
applied to plant, equipment and vehicle assets.” 

 

The alternative values estimated by RPI are current as of Quarter 4 2024. The above inconsistences in the date to which 

escalation has been applied for both Railway Infrastructure and Systems Infrastructure should not have a material effect 

on the overall valuation and the estimated differences between the PTA proposed DORC and RPI’s estimate of the DORC. 

The impact of excluded assets explains more of the difference. 

1.4 Structure of the report 

This report is structured as follows: 

 Components and build-up of the DORC with clarity around definitions (for both estimating and comparing 

costs) across time and jurisdictions 

 Review of PTA’s Construction Replacement Cost (CRC) 

 Review of PTA’s Railway Owner’s Costs (ROC) 

 Review of optimised assets 

 Estimation of contributed assets  

 Review of Depreciation 

 Comparables analysis 

 Recommended changes to PTA’s estimated DORC 

Each of the review sections above sets out the specific guidelines or requirements of the PTA’s Costing Principles and 

relevant legislation and outlines PTA’s submitted cost estimate for that component of the DORC. It provides a review of 

the methodology used by the PTA and the estimated costs. Following our separate assessments of each component, an 

analysis of comparables is provided with the combined aim of validating RPI’s alternative (indicative) cost estimates (or 

otherwise) and approach. 

 

2 Methodology Overview 

This section sets out RPI’s scope of works and the relevant regulatory and economic principles that underpin this scope 
of works. It then briefly describes the valuation methodology for the iRAB and on-going roll-forwards of the RAB, along 
with the terminology used for the various cost components that comprise the DORC. It is important to ensure that in 
comparing values with previous determinations for regulatory pricing purposes, that values are adjusted as appropriate 
to ensure the comparison is strictly like-for-like. 
 

2.1  Review approach 

Figure 2 illustrates our methodology which encompasses the tasks outlined in the scope of works: 
 
Element 1 – Assess the proposed depreciation schedule for all asset classes 

Element 2 – Assess Initial Regulatory Asset Base for each route. 
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Figure 2 Methodology in scope of works 

 
 
These services will be delivered within the relevant sections of our report which as noted in section 1.4 is structured 

along the lines of the key components of the DORC.  

2.2 Application of regulatory and economic principles 

 
Full cost recovery is an established pricing principle aimed at ensuring that investment in infrastructure is adequate to 

maintain or grow services as required. Along with principles of consumption-based pricing with cost recovery from 

users, an efficient cost reflects the minimum costs necessary to provide the activity while achieving the policy outcomes 

and legislative functions of the Government. 

 

Operationalising these pricing principles requires: 

(i) transparency and accountability, 

(ii) effectiveness and efficiency and 

(iii) stakeholder engagement.  

The IRAB and the pricing decisions based on it will need to make clear how risks and uncertainties around demand and 

volumes, costs, service levels and pricing are to be treated. Changing from GRV to DORC valuation of assets can lead to 

financial, operational and regulatory challenges with DORC often resulting in a lower RAB value. Overarching 

considerations for the ERA include the legitimate business interests of the railway owner, as well as the interests of 

access holders and access seekers, ensuring financial stability and consumer interests are both considered as they 

transition. 

 

The Code and the Costing Principles for the PTA as the railway owner (based on the Code) sets out in detail the criteria 

for assessing efficient costs and the cost allocators (i.e. cost drivers) to be considered by the Railway Owner for the 

various routes managed by them. Relevant issues to consider are identified in each review section of our report.  

RPI explains the rationale for our conclusions based on regulatory and pricing principles relevant to application of the 

Costing Principles and the Code along with technical opinion based on both the engineering costs associated with 

relevant assets. We highlight where regulators in other jurisdictions have adopted alternative approaches to those 

adopted in this report, noting that we have largely been guided by the specific wording and understandings outlined in 

the relevant sections of the Code. 

2.3 Stakeholder engagement 

Stakeholder engagement is important for both transparency and accountability. We note that there were no public 

submissions received on PTA’s submission, however, CBH has advised that the principles articulated in its submission to 

Arc Infrastructure’s DORC Determination should apply.15  While no public stakeholder submissions have been received, 

 
15  CBH Letter to the ERA, 4 September 2025. 
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we understand the initial report will accompany an ERA draft decision and is able to be responded to by stakeholders, 

prior to the publication of the final report.  

 

2.4 Valuation methodology and regulatory Precedents 

The estimation of the iRAB sets the “line in the sand” for cost recovery, with the RAB roll-forwards determining the rate 

at which costs will be recovered over time. To meet the regulatory and pricing principles, it is important that users are 

not charged for assets they do not use. However, it is also important to ensure that the railway owner earns a sufficient 

return to ensure that an efficient level of infrastructure capacity is delivered. This methodology for estimating the iRAB 

entails several components, not all of which are relevant in PTA’s case. Our report is limited to reviewing the iRAB 

(DORC) submitted by the PTA based on a review of the replacement costs of the railway assets and depreciation of 

those assets. As such, the valuation of the DORC is for regulatory purposes, not business or financial purposes, with 

both following different processes and having different outcomes. 

The depreciation schedule is determined by taking the remaining life of each asset into account, based on standard 

design lives and purchase dates. RLB did not consider the assets conditions in its July 2024 valuation (as directed by PTA) 

on the basis that these are assessed on a regular basis by the PTA as subject matter experts. In reviewing PTA’s 

depreciation, we estimated the remaining lives for each individual asset in the FAR and used this detailed build-up to 

determine an effective depreciation rate by route section. It was not possible to understand PTA’s accumulated 

depreciation figures, therefore reviewing depreciation amounted to comparing their high-level estimated accumulated 

depreciation with RPI’s line-by-line detailed assessment based on the asset capitalization date advised by PTA.  

RPI saw no need to depart from straight-line (SL) depreciation based on analysis of freight demand trends and 

consideration of potential stranding of assets, given freight is such a relatively small proportion of the total rail demand.  

 

2.4.1 Differences between fair value and replacement value 

The difference between fair value and replacement value determined via an engineering cost build-up is that under 

accounting and valuation standards (AASB 13 / IFRS 13), the fair value is “the price that would be received to sell an 

asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. As 

such it is a market-based measure, not cost-based. It reflects what informed, willing buyers and sellers would agree on, 

given the asset’s age, condition, location, and income-earning potential. For regulated utilities, this often aligns with the 

economic value or recoverable amount, not necessarily replacement cost. Therefore, fair value captures the economic 

worth in the market, even if replacement costs are higher or lower.  

Replacement value using an engineering cost build-up is a technical cost estimate, not a market valuation. It represents 

the current cost to replace the existing asset with a modern equivalent asset (MEA) providing the same service potential, 

using today’s unit rates, design standards, and construction practices. It is typically built bottom-up from quantities (e.g. 

km of track, sleepers, signalling units) multiplied by current unit costs, plus on-costs and indirect costs. Therefore, 

replacement value captures the engineering cost equivalence, not what the market would pay for the asset as-is. 

Replacement values are used for setting an iRAB because it gives a consistent, engineering-based measure of cost to 

replicate service potential. Fair value is generally not used for setting regulatory prices unless it coincides with an 

economically efficient market value.16  

 

  

 
16  When auditors test DORC valuations, they often check whether the replacement value approximates fair value under IFRS 

13 
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3 Scope of assets included in the RAB 

PTA’s submission notes that it groups assets of similar nature into “Asset Classes” as used for internal accounting 

purposes. This provides a practical approach to reporting the DORC inputs and outputs in this statement.” RPI have 

adopted asset classes and asset groups to reflect PTA’s FAR as much as is practical to meet the ERA’s objectives. Table 

5 below lists the asset classes falling within each of the key main asset categories.   

Table 5 PTA’s asset class groupings 

Asset Class 

Railway 

Infrastructure 

Ballasting, crash barriers, fencing, footbridges, level crossings, noise walls, 

pedestrian crossings, rail bridges, rail civil infrastructure17, rails, retaining 

structures, roads and approaches, sidings, signals, slab tracks, sleepers, train 

control, tunnels, turnouts, underpass, viaducts 

System 

Infrastructure 

Communications infrastructure, Communications, Power Supply, Fire SCADA, 

Integrated Management System (IMS) SCADA, Infrastructure Monitoring System, 

Transmission System, Wireless Transmission 

Plant, Equipment, 

Vehicles 

Mobile plant (Lic), Plant & Equipment, Rail plant, trucks 

Source: Public Transport Authority Third Party Rail Access Statement of Depreciated Optimised Replacement Cost  

(July 2025), Appendix 1, Applicable Depreciation Schedule 

 

3.1 Assets classes excluded by the PTA  

The PTA urban network is constructed and operated for public passenger rail services, such that there are many assets 

in the Fixed Asset Register (FAR) that are used for commuter passenger services and not used by freight operators. 

PTA’s submission excluded assets as follows: 

i. removed those assets specific to passengers from the DORC determination to ensure that third party access 

seekers do not pay for assets that are not relevant for the provision of access services to them (see a detailed 

list of exclusions in Attachment 3 of their submission). 

ii. RLB worked with PTA to identify battery limits to freight lines, to exclude private rail assets and third party 

operated assets that are not part of the PTA Asset Base. 

Examples of assets that are only relevant to the provision of passenger transport services are train stations, platforms, 

ticketing and overhead electrical infrastructure.  

3.2 RPI’s review of assets excluded by PTA 

The implication of the definition of Railway Infrastructure under s3 of the Code is that even if a route serves both 

passenger and freight operations, when addressing Section 47 J(1)(a) of the Code, all infrastructure identified in the list 

below as included or excluded must be included or excluded in the RAB, provided that the route is in Schedule 1 of the 

Code and the asset is used for railway operations. Section 3 of the Code’s definition of “Railway Infrastructure” includes 

seven types of infrastructure, (a) to (g), and excludes two types of assets (h) and (i).  

 
17  The PTA defines “rail civil infrastructure” as all structures that sit within the rail corridor. The items included (but not limited 

to) are earthworks, all foundations and structural supports, metalwork, kerbs, stormwater drainage, cuttings, 

embankments for track alignment, culverts; access stairs, buffer stops, track signage and track hard stands.   
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Section 3 of the Code states: 

“railway infrastructure means the facilities necessary for the operation of a railway, including — 

(a) railway track, associated track structures, over or under track structures, supports (including 

supports for equipment or items associated with the use of a railway); and 

(b) tunnels and bridges; and 

(c) stations and platforms; and 

(d) train control systems, signalling systems and communication systems; and 

(e) electric traction infrastructure; and 

(f) buildings and workshops; and 

(g) associated plant machinery and equipment, but not including — 

(h) sidings or spur lines that are excluded by section 3(3) or (4) of the Act from being railway 

infrastructure; and 

(i) rolling stock, rolling stock maintenance facilities, office buildings, housing, freight centres, 

and terminal yards and depots.” 

This definition means that the type of service does not provide grounds for exclusion. The costs included must satisfy 

this definition of "Railway Infrastructure" and they must be capitalised and owned by the PTA (i.e. capitalised on the 

books of the railway owner, not merely leased or privately owned by a customer). If it was constructed and funded by 

a third party and not transferred to PTA, it may not be included. Inclusions should also be consistent with PTA’s Costing 

Principles in terms of treatment of assets with shared or limited use. Under the WA Rail Access Code, only assets that 

PTA (or an associate of PTA) has funded and that are on the Schedule 1 routes are automatically eligible for inclusion in 

the RAB.  

On this basis, RPI has included all assets that fit under items (a) to (g) under s3 of the Code for each of the applicable 

routes, along with the allocation of network assets across each of these applicable routes. On this basis, RPI has included 

the following assets in our overall valuation, noting that these were not included by the PTA: 

 Stations and platforms 

 Electric traction infrastructure 

In line with the exclusion of assets under (i) above, we have excluded the asset class Railcar Depot, which was difficult 

to separate into groups related specifically to rolling stock. Maintenance facilities, administration buildings, rollingstock 

maintenance yards, etc fall within this category and have been excluded from RPI’s assessment.  

Note that the fully and partially excluded assets identified in Appendix 3 of the PTA’s report are also reversed by RPI 

where they contravene s3 of the Code or the treatment of land by the ERA. We note that the Railway (Access) 

Amendment Code 2023 (Part 2), s54 (2) deals with the extent to which costs are recovered from access holders during 

the price determination process as follows:   

“For the avoidance of doubt it is declared that, regardless of the extent of the operations or use of the route, 

or the part of the route, and infrastructure by any particular access holder, the calculation of total costs under 

subclause (1) — 

(a) is only for the route, or the part of the route, and associated railway infrastructure to which the 

access holder is provided access; and 

(b) must be the same for all access holders that are provided with access to that route, or that part of 

the route, and that infrastructure.” 

Assets that benefit a single access holder or are built specifically for them that are funded by the user, are excluded 

from the RAB to avoid double recovery. The type of asset can also influence whether it is included in the RAB. For 

example, a spur must be part of a route listed in Schedule 1 of the Code. The spur must be available for use or intended 

use by third parties (i.e. an access seeker). If it only serves a private purpose (e.g. an exclusive mine spur with no third-

party use), it may be excluded.  
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“(h) sidings or spur lines that are excluded by section 3(3) or (4) of the Act from being railway 
infrastructure; and 

(i)     rolling stock, rolling stock maintenance facilities, office buildings, housing, freight centres, and 
terminal yards and depots.” 
 

The privately owned sidings or spurs are typically connected to the Arc Infrastructure network and operated under Arc’s 

access agreements and train control even though they are physically within the broader PTA corridor footprint.  

3.2.1 Land assets 

Schedule 4, Division 1 of the Code, clause 2(5) states that capital costs include amounts for the amortisation of: 

“(a) the costs incurred by the railway owner or an associate of the railway owner to acquire any interest 

in land; and  

(b) any other costs incurred by the railway owner or an associate of the railway owner in relation to the 

acquisition of any interest in land (for example, costs in connection with Aboriginal heritage or native 

title issues or other transaction costs”  

but only to the extent that these relate to land acquisitions used for construction, maintaining or operating the relevant 

railway “after commencement of this Code”.18 

RPI do not include land costs, fees and charges in our assessment.  We note that there were no land assets in the FAR 

provided by the PTA. We also note that such costs were not included in the 2009 ERA Determination Public Transport 

Authority (PTA) 2009 Floor and Ceiling Cost Review which stated: (p.5)  

"(2) For the purposes of this clause, railway infrastructure does not include the land on which the 

infrastructure is situated or of which it forms part.  

(2a) Despite subclause (2), railway infrastructure is to be taken, for the purposes of this clause, to include 

a cutting or embankment that is made after the commencement of this Code for any reason, but the 

value of any such cutting and embankment as railway infrastructure is not to include the value of the 

land of which it forms part." 

This is consistent with the long-standing nature of some rail services where “new” land may simply be re-zoned reserved 

railway corridor, rather than newly purchased land. 

RP Infrastructure has reviewed whether PTA (or associated entities) has acquired land post-2000 and whether such 

acquisitions are included in applicable route sections, thereby requiring amortisation of the costs associated with 

“acquiring any interest or access to land” (i.e. land costs, fees and charges). We have not included land costs in the iRAB, 

as none appear in the FAR, even though the PTA’s Annual Report lists land costs of $560,859.19 We note that the financial 

statements in successive annual reports going back to 2015 list the land valuations and any additions during each 

financial year. There were no additions going back to 2015, before which such land values and additions were not 

reported. This supports land not being included in the iRAB. 

4 Terminology for cost components 

Table 6 below sets out the terminology used for the different components of costs that comprise the construction 

replacement cost (CRC).  The estimation of this component is central to the overall DORC valuation, as it underpins the 

estimation of Railway Owner’s Cost (ROC) and depreciation. The CRC comprises two elements, composed of the 

 
18  The Railway (Access) Amendment Code 2023 (Part 2), clause 4 (2) notes that in some instances, land costs can fall under 

operating costs where they relate to: 

“payments made in respect of any lease or licence that the railway owner or an associate of the railway owner holds 

over any land, but only to the extent that the Regulator determines that those payments relate to land used for 

constructing, maintaining or operating the relevant railway and are not capital costs under Schedule 4 clause 2(5). 

19  There were $32m additions and $26m transfers during the financial year. 
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construction costs experienced by a typical contractor to undertake the construction works and the ROCs for their 

activities undertaken across the construction process.    

The Construction Replacement Costs (CRC) comprise the Contractor’s Direct Costs and the Contractors Indirect Costs 

(or on-costs). 

The ROCs have been added as a separate line item and together with the CRC comprise the Total Replacement Cost 

(or Project Cost).  The table below highlights what costs are included within each category:20 

Table 6 Terminology for Cost Components 

Construction Costs PTA’s Submission and RPI’s review 

Contractors Direct Costs 
 
This captures the cost of labour, plant, materials 
and specialist subcontractor requirements that 
are required to deliver the works 
 

MEA Unit Costs and quantities, which include: 
 
Uses typical unit construction rates presented as the sum of the 
contractor's rates and assumptions on dimensions based on 
modern equivalent considerations, therefore meeting standards 
set by appropriate industry guidance.21 
 

Indirect Costs  
 
This captures the cost of items such as 
contractors’ management, site supervision, 
insurances, site accommodation, and temporary 
services that are required to deliver the works 
 

Contractors Indirect Costs 
 
The following adjustment factors are included in the unit rates 
adopted by PTA: 

 Contractor risk premium (5% of direct costs; included in 
contractors’ tender pricing)  

 Contractors’ preliminaries (25% based on benchmarking data 
from across the infrastructure sector, with this reduced to 10% 
for signalling and communications assets, given the unit rates 
already include specialist subcontractor markups within the 
unit rates) 

 Contractors’ Overheads and profit (10% of direct costs) 

 No allowance has been made for location.22  
 

Indirect Costs 
 

Railway Owner’s Indirect Costs 
 
This captures the cost of the Railway Owner and will include costs 
associated directly with development and delivery of the works 
together with the cost of operating the business which is typically 
allocated across a number of projects for items such as main office 
rental expenses, and core business costs such as accounting, 
tendering, and legal expenses. 

 
Railway Owner Costs include the following adjustments to the 
overall construction cost to allow for the costs, comprising: 

 Planning and design costs (4.0% of direct CRC) 

 Planning and development costs (1.2% of direct CRC) 

 Project and construction management costs (11.2% of direct 
CRC comprising:) 
- Project management supply (1.4% of direct CRC) 
- Project management install (2.9% of direct CRC) 
- Construction management (6.9% of direct CRC) 

 Corporate and other costs (3.0% of direct CRC) 
PTA has provided for an allowance of 10% as a part of Contractor 
Design and Professional Fees. RPI makes provisions for a combined 
percentage of 19.3% to allow for these indirect costs.  

 
20  These descriptions are taken from Genus Advisory’s April 2025 report to IPART which provides advice on the updating of 

IPART’s cost benchmarks for local infrastructure items (p.10). 
21  Guidance Note 2 – Base Cost Estimation, Department of Infrastructure, Transport, Regional Development, 

Communication and the Arts, Australian Government, Version 2, November 2023. 
22  Location adjustment factors based on geographic regions (with factors higher the further away the construction is from 

urban centres and applied to labour, plant and material costs).  
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Project Contingency 

PTA has made an allowance of 15% Project Contingency (retained 
by PTA). This is in addition to the 5% Contractor’s D&C risk 
detailed above. RPI believe that project contingency is not 
applicable for the purposes of this review, since the focus is on 
valuation the replacement construction cost of an existing asset, 
rather than determining an outturn cost which builds in 
contingency. That is, the assessment has been conducted for a 
modern equivalent asset replacement, which does not strictly 
entail inherent or contingent project risks.  

 

Uplifts for overheads and profits, contractor preliminaries and risk premia in the unit rates are compounded (i.e. 

successively applied to cost estimates) based on industry practices.23 

Section 3.5 of PTA’s submission states that RLB take the following costs into account, stating: 

 “In addition to the direct costs associated with construction, additional allowances were included for the 

following: 

 Contractor Preliminaries 

 Design and Professional Fees 

 Design and Construct Risk 

 Contractor Overheads and Profit 

 Project Contingency.” 

PTA’s submission notes that these on-costs have been applied “based on RLB’s recent and relevant experience, sourced 

from current PTA and similar infrastructure projects. Their submission also identifies exclusions from the on-costs, with 

some of the excluded costs not aligned with the PTA’s Costing Principles.  

The validity and reliability of the data sourced from PTA was stated to have been tested by RLB by sampling 

approximately 95% of total assets to compare with online resources such as Google Maps/Earth and Nearmaps, with 

site inspections undertaken by SMEC for 62% of the total assets.  

RPI have made strategic assessments on the Fixed Asset Register provided. Where explicitly provided quantities, RPI 

have used these where deemed appropriate. In some cases, where possible, RPI have conducted quantity take-offs for 

assets such as – Stations, Rail, and Viaducts. In most other cases, RPI have back-engineered quantities based on the 

provided benchmarked unit rate made available. RPI believe this is appropriate for this benchmark review assessment.  

Table 7 below lists the costs specified in the Costing Principles against the costs excluded in PTA’s submission. 

  

 
23  While costing manuals may state otherwise, the rates themselves would differ. 
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Table 7 PTA Costing Principles vs RLBs excluded costs from on-costs (PTA’s assessment) 

PTA Costing Principles24 Items excluded from on-costs in PTA’s assessment25 

The asset replacement cost will include provisions 

for, but not be limited to:  

• amortisation of the costs of acquiring any interest 

or access to land, as permitted under Schedule 4, 

Division 1 clause 2(5) of the Code;  

• design, development, planning and approval costs 

as typically expected for an efficient railway owner 

such as the PTA;  

• material and construction costs, as expected for 

the scale and types of Railway Infrastructure owned 

by the PTA in the relevant Route Section locations; 

and 

• project and construction management costs, 

commensurate with the modern risks of managing 

such projects.  

 

• Escalation.  

• Finance charges and/or fees, including interest.  

• Fixed furniture and equipment.  

• Goods and services tax.  

• Headwork, fees and charges.  

• Land costs, fees and charges.  

• Latent ground conditions, including contaminated 

and hazardous materials.  

• Loose furniture and equipment.  

• Loss of income and cost of alternative 

accommodation during replacement.  

• Provision of temporary facilities, operational or 

otherwise.  

• Public Art.  

• Public liability.  

• Rates, taxes and similar outgoings.  

• Tenancy fitout, contents and specialist equipment 

owned by others. 

 • Third party claims arising or resulting from PTA’s 

ownership of these assets.” 

 

4.1 Comparable analysis 

In reviewing and comparing costs, it is important to note that the percentage uplifts being applied to the direct cost unit 

rates will vary based on the sector, size, complexity and stage of projects. This analysis considers comparable projects 

based on what other regulators have used within the rail sector, in particular GHD Advisory’s 2021 estimation of the 

DORC valuation for ARTC as at July 2019, as well as earlier access price determinations for relevant route sections in the 

past by the ERA. Indirect or Railway Owner costs are also integrated into total cost assessments used for pricing and 

regulatory purposes, and again, these have been applied individually based on the CRC estimates.26  

In comparing cost, it is also important to recognise differences in approach based on regulatory requirements. Such 

differences include the use of greenfield vs brownfield developments. In accordance with the most recent Costing 

Principles, PTA has estimated the least-cost based on delivery being undertaken by an experienced and responsible, 

competitive industry service provider using the most efficient means in accordance with good industry practice to 

achieve the lowest sustainable cost of providing access.27  

4.1.1 Allocation of costs 

PTA have allocated costs in instances where either an asset provides services across multiple route sections, or a route 

section receives services from multiple assets within the same asset group.  PTA’s model has retained all shared assets 

in their model, while assets in the FAR that are not associated with applicable route sections have been removed from 

the DORC determination. PTA allocated shared costs as follows: 

I. Network-wide asset costs are divided across the number of lines in the PTA urban network by apportioning 

these costs equally across the eleven lines (e.g. radio communications, fall arrestor system for urban bridges 

and trucks under rail maintenance network).   

 
24  Public Transport Authority Third Party Rail Access Costing Principles (November 2024), p.10  
25  RLB. (2024), p.18 
26  IPART published benchmarks for various types of costs in the rail sector, but these generally relate to direct and fixed 

costs of rail infrastructure. 
27  PTA, Third Party Rail Access Costing Principles, Section 2, p.4 
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II. Cross line assets are divided across the number of shared, adjacent lines (e.g. footbridges) 

III. Partial line assets are allocated by chainage (km) to route sections within routes (e.g. fencing, ballasting and 

sleepers). Allocations are 81.57% for Perth to Clarkson Route 49(a); 80.77% for Perth to Fremantle Route 49(b) 

and 19.23% for Robb Jetty to North Quary and Leighton Spur Route 50.  

Notwithstanding PTA’s approach stated above, RPI believe that a more reasonable approach is to allocate cross-line 

shared assets according to track-km since this will better reflect the asset usage and therefore cost. RPI calculated pro-

rata network splits based on their track lengths. For instance, Line 50a (Thornlie spur) is very short therefore carries 

smaller weightage, whereas 49e (Mandurah line) is a long line therefore carries higher weightage.  

1. Network wide = Split per track km (tkm) between all routes.  
2. Perth city = split between 49b, 49c and 49d by weightage on tkm.  
3. Perth underground = split between 49a and 49e by weightage on tkm.  

Where the assets are shared by one or more routes, the CRC costs have been split according to the rates identified in 

Table 8 below.  

Table 8 - Shared Asset split 

 

 

5  Review of Construction Replacement Costs and Railway Owner Costs  

This section reviews the three key elements of the Construction Replacement Cost estimate: 

 The MEA’s used for unit root costings 

 The quantities adopted and uplift factors 

 The Railway Owner Costs (indirect costs) 

This estimate is pivotal to the overall DORC value as it determines the other key components of the DORC valuation which 

then is depreciated. 

5.1 Review of MEAs 

Section 3.3 of the Costing Principles states: 

“Under the DORC methodology, the replacement cost of the assets is the current cost of modern 

equivalent assets. That is, the Initial RAB will be calculated by obtaining the current costs to 

replace the existing assets with their modern equivalents, or if the railway assets are new and built 

efficiently, the current construction cost of the asset.” 

 

This follows regulatory principles and precedent where these costs are based on efficient replacement costs for 

Modern Equivalent assets in an optimised configuration, where the MEA:  

1. meets the closest comparable service standard to the existing assets 

2. comprises the assets and form of construction which would be designed and constructed at the valuation 

date, using modern design techniques, constructed from modern materials using modern methods, and in 

compliance with prevailing legislation and prevailing standards.  

Route Name Route
Network-wide 

Asset split

Perth City Line 

Asset split

Perth Underground 

Line Asset split

J010 - PERTH-CLARKSON 49a 18.4% 31.9%

F010 - FREMANTLE LINE 49b 10.3% 28.5%

A010 - ARMADALE LINE 49c 17.0% 46.7%

M010 - MIDLAND LINE 49d 9.0% 24.8%

SS01 - MANDURAH RAIL LINE 49e 39.2% 68.1%

T010 - THORNLIE SPUR 50a 0.8%

RJ01 - Robb Jetty Line 50 0.9%

MU - MUNDIJONG LINE 51 4.4%
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The Costing Principles note that the key cost drivers are:  

 the train operating standards (axle load, maximum speed, maximum train length);  

 supporting infrastructure (bridges, culverts);  

 the topography of route (gradient and track curvature);  

 forecast demand and improvement to service levels.  

MEAs therefore use modern design techniques, are constructed from modern materials using modern methods, and in 

compliance with prevailing legislation at the valuation date. RPI in assessing statements in relation to MEA (and demand 

related optimisation) for the purposes of estimating the iRAB, only considers freight related demand forecasts. As 

discussed in section 6, RPI supports the PTA’s assessment that “Demand [for freight-related services] will continue at 

the levels experienced in 2024-25 for 2025-26 and beyond” and considers PTA’s assessment that the current capacity is 

likely to be sufficient for meeting reasonable forecast freight demand is a reasonable assumption to make.   

The direct replacement costs seek to reflect the current cost of replacing the existing assets with MEAs and reflect the 

cost of assets constructed by a competitive industry service provider. The Costing Principles do not specify brownfield 

or greenfield. They also state that the following costs should be provided for: 

 “amortisation of the costs of acquiring any interest or access to land, as permitted under Schedule 4, Division 1 

clause 2(5) of the Code; 

 design, development, planning and approval costs as typically expected for an efficient railway owner such as 

the PTA; 

 material and construction costs; and project and construction management costs, commensurate with the 

modern risks of managing such projects.  

5.2 Review of Direct Costs (including uplift factors) 

RPI has undertaken an extensive bottom-up review of the unit rates (including relevant uplift factors) to assess PTA’s 

CRC. Each of the specific asset classes were reviewed at a unit rate level to provide a comparable and relevant 

construction replacement cost valuation associated with each. Based on the 25 separate asset classes, RPI provided 

alternative values where deemed appropriate. RPI has not reviewed Plant, Equipment and Vehicle costs due to them 

being a relatively minor component of the overall value. Where PTA’s valuation was considered reasonable or RPI did 

not review an asset class due to it being immaterial, PTA’s value has been adopted. In total the following adjustments 

were made: 

 Valuation decreased across 11 elements  

 Valuation increased across 10 elements and 

 Valuation was retained across the remaining 4 elements. 

5.2.1 Basis for calculating asset construction costs 

In preparing unit rates for the purpose of developing comparative (indicative) costs, it is important to recognise 

differences in assumptions and site-specific issues that may have an influence on an individual unit rate that is unique 

to a non-typical location.  As such the adopted unit rates are for the direct job costs (DJC) and can only be considered 

as being representative of the intended works associated with work activity or element under consideration.  It is 

accepted that there will be differences in the unit rates adopted for this review, however, the unit rates are typical for 

the element of work and have been developed from first principles estimating and supported by benchmarking against 

commercial tenders and outturn values witnessed on other rail projects across Australia.   

For this assessment, we have adopted unit rates that reflect the works being delivered by experienced and competent 

contractors unencumbered from existing rail traffic. Unit rates developed from first principles are checked against 

benchmarked unit rates that have been extracted from multiple infrastructure projects including dedicated major 

interstate rail projects and rail projects within individual states.  The extracted DJC unit rates are then adjusted to 

account for any escalation that has occurred during the intervening period, the volume of works and any other 

dissimilarities between projects.  
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In addition to the DJC unit rates we have assessed the appropriate on-costs added to achieve the calculated Sell Rates.  

These “on-costs” are applied to the DJC rate to achieve the Sell Rates and comprise: 

 Contractor’s Risk Allowance 

 Contractor’s On-Site Overheads 

 Contractor’s Margin 

With these factors detailed in Table 6. 

It is assumed that all works will be delivered using a conventional Design and Construct Delivery Strategy Contract 

procurement method.   As such, the percentage allowances for the contractor’s indirect job costs have been established 

from typical Tier 1 contractors who would typically be expected to undertake works of this magnitude. 

Generally, there was a lack of transparency in the data provided across most asset categories.  RPI have conducted 

quantity take-offs for assets such as – Stations, Rail, and Viaducts. In most other cases, RPI have back calculated 

quantities based on the provided benchmarked unit rate made available.  

From our assessment there appears to be some missing assets e.g. ballasting on Robb Jetty line, Signals on Robb Jetty 

and Mundijong lines, etc. RPI believe responsibility of accuracy of Asset register should lie with PTA. Indicatively, RPI 

have assessed as being reasonable 10% of the overall quantities, have back-calculated circa 40% of the quantities from 

the provided total costs and have estimated circa 30% of the quantities from first principles.  The remaining 20% could 

not be assessed and were therefore accepted as being an accurate reflection of the quantities.   

5.2.2 Major Assets Categories 

We note that the works are generally split into the major asset categories listed above, further broken down into sub-

categories.  Our unit rates have been established based on the following criteria:   

 Base Date of Estimate is Quarter 4 - 2024.  

 Excludes Project Risk and Contingency.  

 Escalation is not included for this assessment.  

Below is an itemised table of specific assumptions incorporated within the estimates noting that for some subcategories 

we have adopted the previously assessed unit rates for Arc Infrastructure’s DORC determination, since they appear 

reasonable and in line with expectation.  

Additionally, where we have relied on a benchmarked unit rate, we have generally adopted it as a “Sell Rate”.29  Where 

we have calculated a unit rate from first principles, we have firstly identified it as being a Direct Job Cost (DJC) Unit Rate 

and then have applied the relevant uplift factors to determine the “sell rates”. Finally, while RPI have conducted 

benchmark estimates where possible, where the data was undefined, limited, or unavailable, RPI have accepted PTA's 

position.  See Table 9 below:  

 

Table 9 - Sell Rates 

CIVIL STRUCTURES 

Tunnels Quantities  

back-calculated 

Based on our current Tunnelling Cost Data compiled from recent projects across 
Australia the unit rate for a new tunnel has been derived based on classifying tunnels 
based on their size. The classification and CRC sell rates are as follows: 

 Small Tunnel (x < 150m): $150,000 per linear m. 

 Medium Tunnel (150m < x < 350m): $200,000 per linear m.  

 
29  Note that “sell rates” are the equivalent of a contractor price or tender price which reflects construction value. 
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 Large Tunnel (350m < x < 1000m): $250,000 per linear m.  

The above sell rates incorporate components required for tunnels, but excludes any 
sleepers, ballast, rail, signals which have been allocated in their respective asset 
classes.  

Rail Bridges Quantities  

back-calculated 

The CRC Sell Rate for bridge works that has been applied within the PTA calculations 
have been done with an estimated 75% vs 25% split for rail bridges over roads and rail 
bridges over water respectively.  

CRC sell rates are as follows:  

 Rail bridges over roads: $12,272 per m2.  

 Rail bridges over water body: $13,716 per m2.  

RPI reviewed this and have applied benchmarks with typical rail bridges that have 
been built on several other rail projects. 

 Underpass Quantities  

back-calculated 

The CRC Sell Rate for the underpasses that has been applied within the PTA 
calculations is $18,047 per m2.  

RPI believe the rates applied benchmark well for typical underpass structures.  

Viaducts RPI re-assessed RPI have revised the quantity individual viaduct identified on the Midland line from 
190m to 230m. The applied benchmark CRC sell rate is $129,938 per linear m.  

These costs are inclusive of piling, metalwork, drainage, signage, spans involved in 
building the structure.  

ASSOCIATED TRACK STRUCTURES 

Level Crossings Quantities 
provided 

Based on our current Level Crossing Cost Data compiled from recent projects across 
Australia the unit rate for a level crossing has been increased to better reflect the 
expected construction cost of an average public level crossing. It is assumed that all 
crossings require a sealed surface, fencing and either passive signage or active 
flashing lights or barriers. The benchmarked CRC sell rate used is $726,888 for each 
Level Crossing.   

Pedestrian 

Crossings 

Quantities 
provided 

Based on our current Cost Data compiled for at-grade Pedestrian Crossing that 
crosses the rail corridor at the same level, from recent projects across Australia the 
unit rate for a pedestrian crossing has been increased to better reflect the expected 
construction cost of an average public level crossing.  It is assumed that all crossings 
require a sealed surface, fencing and either passive signage or active flashing lights or 
barriers, boom gates, conduits, etc. The benchmarked CRC sell rate used is $225,586 
for each Pedestrian Crossing.  

Noise Wall Quantities 
provided 

Noise Wall CRC sell rates applied are $2,166 per m2. The benchmark makes 
allowances that the noise wall is on average 3m high.  

Fencing Quantities 
provided 

Using current Cost Data compiled from various projects across Australia, the CRC sell 
rates applied are as follows:  

 Chainmesh: $159 per linear m.  

 Palisade: $188 per linear m.  

 Welded: $188 per linear m.  

This includes provisions for foundation works, footings, standard surface finishings, 
etc.  

Slab Track Quantities  

back-calculated 

RPI accept PTA rates adopted for Slab Tracks. The CRC sell rate of $1,470 per m2 falls 
within reasonable benchmark studies.  

Roads and 

Approaches 

(includes 

culverts) 

Some quantities   
back-calculated 

RPI have adopted a CRC sell rate of $650 per m2 for Roads and Approaches. These 
include provisions for subgrade preparation, road / pavement construction, paths, 
kerbs, stormwater drainage, line marking and road signage. Additionally, RPI have 
grouped hardstands within this asset class. Due to insufficient scope information, RPI 
have accepted PTA CRC values.   

Crash Barrier Some quantities 
provided 

RPI have accepted PTA rates adopted for crash barriers due to limited breakdown for 
a thorough assessment. End-treatment structures comprise to an expensive portion 
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of the crash barrier understanding. It would be ideal to understand how this long a 
crash barrier run is, as this can significantly sway the benchmark rates.  

Retaining 

Structure/Walls 

 

Quantities 
provided 

RPI have adopted $2,166 per m2 for CRC sell rates for Retaining Structures and 
Boundary Walls. There has been an allowance for average 3m high structures.  

Car Parks Carpark bays 
provided 

RPI have allowed the following CRC sell rates:  

 Standard at-grade Car Park: $ 12,561 per car park bay.  

 Multi-Level Car Park: $35,098 per car park bay.  

There has been allowance for subgrade treatment, roads / pavements, line marking, 
lighting, communications, signage, kerbs, wheel stops, stormwater drainage.  

Footbridge Quantities    

back-calculated 

RPI have a CRC sell rate of $17,325 per m2 for Footbridges. It is assumed these are 
concrete structures which include foundations, railing, anti-throw screens, etc.  

RPI believe these rates lie within standard benchmark case studies.   

STATIONS & PLATFORMS 

Rail Stations 

Structures 

Quantities RPI 

fresh benchmark 

RPI have priced the Rail Station Structures as a line-by-line review for a benchmark 
case study. The rates include bicycle facilities, electrical & communication services, 
escalators, lifts, motorcycle facilities, parking vending machines, passenger 
information screens, platforms, shelters, smart rider equipment, ticketing and 
vending machines.   

Platforms  Included in station above.   

TRACK 

Sleepers Quantities 
provided 

A CRC unit sell rate for concrete sleepers has been included by PTA at $373/ea. 

RPI have reviewed this rate and rationalised it to a unit rate of $217/ea.  This unit rate 
is based on the weighted average typical supply rate for concrete sleepers. 

Revised unit rate based on current unit rates for concrete sleepers included in tender 
returns and contractor’s cost estimates 

Rails  RPI fresh 
benchmark 

An average CRC unit sell rate of $1,461,897 / track km has been included by PTA. 

RPI have review this rate and have adopted an average unit rate of $779,625 / track 
km.  RLB include a comment that their rate is so high due to a number of factors 
including a significant increase in the price of steel.  We note that steel prices at the 
time of the RLB report had risen significantly but have since reduced at the time of 
this current review.  There is no substantiation or rate build up to support the adopted 
RLB rate. 

This average revised unit rate is based on current unit rates included in tender returns 
and contractor’s cost estimates for 50kg rail. Rail to be supplied in short lengths and 
welded to 110m lengths before being transported to site 

We note that there may be a need to consider 60kg rail for the network which may 
share freight commitments.  However, this has not been considered here.   

Ballast Quantities    

back-calculated 

An average CRC unit rate of $116 / tonne has been included by PTA. RPI have 
reviewed this rate and have adopted an average unit rate of $115.5 / tonne 

This average unit rate is based on typical construction methodology adopting 200mm 
ballast which is standard for passenger haul rail corridors.  

We note that there may be instances where less or more ballast may be available for 
use in low trafficked areas such as stabling yards.  However, for this review this has 
not been considered here. 
 

Turnouts Benchmarked 
quantity 

RPI have allowed the following CRC sell rates for the following:  

 Turnouts: $866,250 for each 

 Catch points: $ 433,125 for each.  
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Noting the base rates indicated above have been linearly scaled (to higher and lower 
unit rates) to reflect the complexity indicated by PTA through means of difference in 
costings.  

Sidings Quantities    

back-calculated 

RPI have allowed for a composite rate of $1,454 per linear m of siding track. These 
make benchmark allowances for ballast, rail sleepers, etc.  

SIGNALLING & COMMUNICATION SYSTEMS 

Signals 

(includes Train 

controls) 

Majority 
quantities RPI 
fresh benchmark 

Costs have been assessed across the following key areas: 

 Controlled Interlockings (per location) 

 Automated Signals (per line) and 

 Relay Rooms (per line) 
 
Automated Signals have been further broken down into: 

 Fibre Optic cabling 

 Signalling 

 Communications 

 Radio Masts  

These are considered to be works that would be performed by specialist signalling and 
communications subcontractors.  Whereas these costs will be unique to the specific 
locations, track layout, rail corridor requirements plus the number of turnouts, 
junctions, sidings and crossovers, indicative benchmarked unit rates have been 
calculated from other signalling and communications projects being proposed or 
constructed across both Urban & Freight Routes within Australia.  With limited to no 
breakdown provided within the report, these typical rates are then applied to the 
track length or route length quantities as appropriate.  

 Fibre Optic Cabling has been costed for those route lengths where deemed 
applicable. 

 Communications systems have been calculated based on an assessed route 
length calculated by RPI. 

 Radio Masts have been calculated based on typical radio mast spacings along 
the individually identified routes.  

Uplifts for main contractor’s overheads and margin have then been added onto the 
resulting costs, noting that the main contractor’s overheads will be required given that 
they must manage, maintain, coordinate, and integrate the works being undertaken 
by the specialist subcontractors. 

RPI has adopted the asset quantities considered appropriate based on the information 
available in the Fixed Asset Register. The checks undertaken by RPI to validate the 
provided quantities were completed as a benchmark case study.      

Communications Some quantities 
provided; Others 
accepted PTA 
assessment 

RPI’s assessment for Communications are as follows:  

 CCTV: includes costings for camera, closed circuit, poles, screens, etc.  

 CCTV BE: grade of equipment has not been classified, therefore accepting 
PTA rates.  

 Driver Assisted Video System (DAVS): allowances made for the platform CCTV 
component. No allowances made for Rollingstock component.  

 Communications Infrastructure: These have been priced under the Signals 
asset class.   

Overhead Power 

Overhead Line 

Equipment 

Some quantities 
provided 

RPI have priced Overhead Line Equipment (OHLE) at a CRC sell rate as follows:  

 Overhead Lines: Accept PTA assessment 

 Electrical Services / Transformers: Accept PTA assessment 

 Substations: $32,083,333 per each.  

 Track Section Cabins: $5,013,021 for each.  
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PLANT, EQUIPMENT AND VEHICLES 

Plant, 

Equipment and 

Vehicles 

Quantities 
accepted; not 
assessed Not reviewed (small proportion of overall costs).  

MISCELLANEOUS 

Other Quantities 
accepted 

Works held; not further classified. This mainly includes Rail Civil Infrastructure which 
comprises of earthworks, foundations, structural supports, metalworks, kerbs, 
stormwater drainage, cuttings, embankments, culverts, access stairs, buffer stops not 
classified elsewhere.  

 

Table 10 below provides a summary of the variation in construction replacement costs between PTA’s valuation and 
the RPI assessed values. 

Table 10 PTA Vs RPI Construction Replacement Cost (CRC) valuations by asset class  

 

Key insights from the above table include: 

 RPI’s bottom-up estimation of CRC results in an increase in the construction replacement cost from $8,636.7m 

to $8,895.0m (an increase of $258.2m or 3%).  

 The change (in either direction) exceeded 10% for 14 of the 25 asset classes reviewed30. 

 
30  Note that while 26 asset classes are listed in this table, Railcar Depots are excluded, so that 25 classes are reviewed. See 

section 3.2. 

Asset Class Asset Group Mapping CRC (PTA) CRC (RPI) Diff $ Diff % % of Total Diff

TUNNELS           Civil Structures $1,059.5m $2,012.0m $952.5m 89.90% 368.85%

SIGNALS           Signalling & Communication Systems $1,670.1m $1,539.2m -$130.8m -7.83% -50.67%

RAIL STATION STR  Stations and Platforms $1,712.8m $1,383.1m -$329.7m -19.25% -127.69%

RAIL BRIDGE       Civil Structures $790.7m $559.0m -$231.7m -29.30% -89.72%

RAILS             Track $522.9m $284.2m -$238.7m -45.65% -92.43%

OHLE Overhead Power $708.6m $695.1m -$13.4m -1.90% -5.21%

TURNOUTS          Track $208.4m $198.0m -$10.4m -4.97% -4.01%

FOOTBRIDGES       Associated Track Structures $284.3m $337.2m $52.9m 18.62% 20.49%

CAR PARKS         Associated Track Structures $311.7m $310.2m -$1.5m -0.48% -0.58%

WHNFC Other $240.3m $240.3m $0.0m 0.00% 0.00%

SLEEPERS          Track $191.7m $116.5m -$75.2m -39.22% -29.11%

RAILCAR DEPOT excluded $0.0m $0.0m $0.0m 0.00% 0.00%

RETAINING STRUC   Associated Track Structures $136.0m $284.4m $148.4m 109.13% 57.46%

CRASH BARRIER     Associated Track Structures $133.7m $133.7m $0.0m 0.00% 0.00%

ROADS & APPROACHES Associated Track Structures $134.4m $209.6m $75.2m 55.92% 29.11%

BALLASTING        Track $111.1m $110.7m -$0.5m -0.43% -0.19%

SLAB TRACK        Associated Track Structures $49.6m $49.6m $0.0m 0.00% 0.00%

FENCING           Associated Track Structures $66.3m $63.1m -$3.3m -4.92% -1.26%

UNDERPASS         Civil Structures $75.4m $78.0m $2.6m 3.50% 1.02%

COMMUNICATIONS Signalling & Communication Systems $125.1m $140.6m $15.4m 12.34% 5.98%

NOISE WALL        Associated Track Structures $22.6m $31.4m $8.9m 39.29% 3.43%

SIDING            Track $33.0m $23.0m -$9.9m -30.13% -3.85%

LEVEL CROSSINGS   Associated Track Structures $15.7m $33.4m $17.8m 113.22% 6.88%

VIADUCTS          Civil Structures $13.2m $29.9m $16.6m 125.55% 6.44%

PED CROSSING      Associated Track Structures $11.3m $24.4m $13.0m 115.22% 5.05%

P&E and Miscl. Plant, Equipment & Vehicles $8.3m $8.3m $0.0m 0.00% 0.00%

Total $8,636.7m $8,895.0m $258.2m 3.0% 100.00%

Comparison PTA CRC vs RPI CRC
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 Tunnels accounted for approximately 12% of the total CRC in PTA’s estimate, with this approximately one half 

of that in RPI’s estimate (approximately 23%). This asset class accounted for the largest difference between 

PTA and RPI’s estimated CRCs (approximately $952.5m or 90%).  

Given the limited information provided in the PTA submission in relation to lengths tunnel type or 

construction, RPI have back calculated the tunnel length based upon the individual tunnel values provided 

within the RLB report, divided by the RLB unit rate of $119,000 per meter. 

RPI divided tunnel costs into 3 separate rates, based upon length, to represent the differences in costs 

associated with differing construction approaches – i.e. assuming that  a longer tunnel is (more) likely to 

require a Tunnel Boring Machine, whereas a shorter tunnel be simplified cut and cover construction. RPI 

generated 3 x unit rates based upon the Tunnel Lengths as shown below;  

 

o Small Tunnel (x < 150m):   $150,000 per linear m 

o Medium Tunnel (150m<x< 350m):  $200,000 per linear m 

o Large Tunnel (350m<x<1000m):  $250,000 per linear m 

 

The costs as used in the report are a multiple of the calculated tunnel length multiplied by the rates above. 

 PTA’s estimate for CRC is based on uplift factors including percentages that RPI have included in Railway Owner 

Costs, making comparisons of ORC more meaningful than CRC. 

5.3 Review of Railway Owner Costs  

Replacement costs are estimated by applying the total cumulative percentage of the various factors allowed for to the 

estimated CRC. While PTA do not apply these uplifts as ROC, they have allowed for some of these in the uplifts used in 

their unit rates. RPI categorises the relevant uplifts for ROC and assesses them as ROC, comparing with our alternative 

ROC based on a percentage of 19.3% of direct CRC. This overall percentage is comprised of the following components:  

 Planning and design costs (4.0% of direct CRC) 

 Planning and development costs (1.2% of direct CRC) 

 Project and construction management costs (11.2% of direct CRC) 

- Project management supply (1.4% of direct CRC) 

- Project management install (2.9% of direct CRC) 

- Construction management (6.9% of direct CRC) 

 Corporate and other costs (3.0% of direct CRC) 

These are summarised in Table 11 below:  

Table 11 Uplift factors for Railway Owner Costs  

 

RPI believes these percentages are reasonable amounts to allow for owner’s costs.  
 

Project and construction management costs are costs the Railway Owner would incur to manage the network 

construction activities. This includes overall management of all design and construction activities from project inception 

through to commissioning, up to the time when the asset can earn revenue. These costs include: 

 Project management and non-technical support  

 Project Controls  

Percentage of CRC

Project Management 4.3%

Construction Management 6.9%

Planning, Design and Development 5.1%

Corporate and Other Costs 3.0%

19.3%

Components of Railway Owner Costs

Railway Owner Costs

TOTAL
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 Procurement and Contracts  

 Finance & Accounting; and  

 Document Control.  

 
Design costs include all design related activities from initial feasibility studies, concept development and screening and 

support for development approvals to detailed design sufficient for construction. Design studies for rail infrastructure 

of the order of 4-6% of the capital costs for the assets (direct CRC) suggest 4% based on the least cost (i.e. delivered 

efficiently). Planning and Development Costs (1.2% of direct CRC) occur prior to commencing construction and entail 

planning and development consents in accordance with current planning legislation and planning and environmental 

approvals and permits required to ensure appropriate development controls are in place for the development of this 

scale and location. These costs are broken down as follows: 

 Feasibility and input to preliminary design (0.08% of direct CRC) 

 Design development and planning approval (Federal and State) (0.94% of direct CRC) 

 Construction support (0.19% of direct CRC) 

 
Corporate and other costs cover other Railway Owner overhead costs such as finance, accounting, human resources, 
employee related costs (e.g. mobilisation and demobilisation, R&R), employment relations, as well as costs for project 
related office space, information technology setup, hardware and software, taxes and insurances.  

Applying these figures to RPI’s estimated construction replacement costs of $8,895.0m results in $1,716.7m of Railway 

Owner costs. Note that these costs were included in PTA’s estimated CRC, since all uplift factors were applied to those 

costs, rather than identified as indirect costs. RPI has not split PTA’s CRC estimate but have instead left it as estimated 

by RLB being inclusive of all uplift factors. RPI have separated indirect costs and ROC in our respective cost estimates. 

We have compared the quantum of all uplift factors regardless of whether they were included in the CRC or ROC. Finally, 

our analysis compares PTA’s CRC with RPI’s combined CRC plus ROC to show an increase of $1,975m (approximately 

23%).   

 

6 Review of Optimised Assets 

Section 3.4 of the Costing Principles describes the rationale and considerations required for optimisation of the asset 

base, stating that the PTA: 

“may adjust the number and types of assets for the purposes of determining the optimal mix of assets by 

 Identifying and removing redundant assets;  

 assess MEA capability against existing asset capacity;  

 assess demand forecast to identify any required changes in service capacity of assets;  

 

The optimised asset configuration will be the asset configuration which has the capacity to meet the actual and 

reasonably projected demand, within the physical constraints of the existing railway corridor, that can be constructed 

at least cost. The level of service associated with the actual and reasonably projected demand will be defined in terms 

of maximum axle loads, maximum train speeds and maximum train lengths.  

6.1 PTA’s approach to optimisation 

Section 5 of PTA’s submission outlines the five steps it followed to optimise the network for third party access: 
 

1. “Removal of redundant assets 
2. Identified Railway Infrastructure as defined in the Code 
3. Identified assets relevant to route sections 
4. Exclusion of assets that are not relevant to third party operations 
5. Allocation of shared assets to route sections.” 
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Steps 2, 3 and 5 ideally would be carried out before estimation of replacement costs, and as such are not technically 

part of the optimisation process. While it is important to remove redundant assets, step 4 is not required for the 

purposes of estimating the iRAB. Sections 5.2 to 5.6 of PTA’s report relate to assets that are included or excluded from 

the asset base. Rather than discuss this in the context of optimisation, RPI has dealt with this in an earlier section 3.2, 

as these decisions must be made before estimating the CRC. Only then should the asset base be optimised based on 

issues outlined in the Code and the Costing Principles. See section 3.2 for a discussion on included and excluded assets.  

6.1.1 Assessment of redundant assets 

RLB notes that there are annual adjustments to the FAR to ensure that assets that are disposed of or decommissioned 

are removed from the FAR and that assets retired from service have no value attributed to them and are excluded from 

the DORC. Typically, redundancy should be supported by a lack of current or foreseeable demand, however, it is possible 

that the decisions around disposal, decommissioning and asset retirement were based on such considerations. We note 

that it is important to take asset stranding or risk of asset stranding into consideration in the establishment of the iRAB.  

6.1.2 Assessment of MEA capability against existing asset capacity 

PTA assessed that there was no requirement for optimisation based on surplus capacity associated with the MEAs used 

to estimate replacement costs. RPI supports PTA’s assessment that no optimisation is required based on excess MEA 

capability.   

6.1.3 Assessment of demand forecast to identify any required changes in service capacity of assets 

The PTA Third Party Rail Access Segregation Arrangements notes that only a small portion of the PTA Urban Network is 

subject to access application from third party freight rail operators, heritage/boutique train service providers, private 

passenger train operators and work train operators, and on that basis states that: 

 

 “prospective third party users of the PTA Network may not be operating train services that could be considered 

to be in the same competitive market as PTA”.  

 

Therefore, RPI in assessing statements in relation to MEA and demand related optimisation for the purposes of 

estimating the iRAB, only considers freight related demand forecasts.   

 
PTA’s submission notes that the primary third party access holders are freight operating companies. The PTA observes 

that there is a single third party access holder providing a passenger rail service (that is the Indian Pacific train operated 

by JBRE). With respect to the latter, PTA notes that it has not considered any optimisation specific to the assets used 

for this service and for simplicity, it “instead applied optimisation for this route section as if it was a freight access 

service. This is justified because there is minimal difference between the services that the PTA provides to the different 

types of third parties”.31  

 

PTA provided minimal information in relation to actual demand figures for its freight services used under third party 

access agreement (historical, current or forecast). PTA note that the utilisation of third party freight services are very 

small (less than 14% and 5% of total train movements on the Freemantle to North Quay line and Perth to Midland lines 

respectively)32, and that there is no indication from contracted parties for an expected increase, and no expectations 

 
31  JBRE (Journey Beyond Rail Expeditions, operator of the Indian Pacific etc.): there are no references to JBRE/Journey Beyond 

providing contributed capital, co-funding track, or having contributed assets recognised in PTA’s books. Where funding 

models are discussed for onboard or signalling equipment, it’s in general terms (network funds and recovers via access 

charges; or operator funds onboard kit). JBRE appears to be a pure access-charge-paying operator on PTA routes in WA, 

with no public record of contributed funding or contributed capital into the PTA below-rail asset base. 

32  Section 4.3 of PTA’s 2024/25 Annual Report (p118): a 99-year operating lease for 118 grain receival sites was entered into 

with Co-operative Bulk Handling (CBH) in 2003. Rental income for 99 years of $7.45 million was received in full at the 

commencement of the lease and is accounted for as revenue over the 99-year lease period, with the prepaid portion shown 
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that new third parties will seek access on these or other routes. RPI supports their assessment that “Demand [for freight-

related services] will continue at the levels experienced in 2024-25 for 2025-26 and beyond” and considers PTA’s 

assessment that the current capacity is likely to be sufficient for meeting reasonable forecast freight demand is 

reasonable assumption to make.33 

RPI therefore supports PTA’s conclusion that there is no requirement to optimise the asset base as there is no apparent 

redundancy to allow for, and freight is a relatively minor part of the overall usage of PTA’s infrastructure. Based on this 

assessment, operational cost savings are not expected due to differing maintenance costs of the actual asset 

configuration versus the optimised asset configuration.   

 

7 Estimation of Contributed Assets 

Under the WA Rail Access Code, only assets that a Railway Owner has funded and that are on the Schedule 1 routes are 

automatically eligible for inclusion in the RAB. Assets that benefit a single access holder or are built specifically for them 

are often funded by the user, are excluded from the RAB to avoid double recovery.  

The PTA’s Costing Principles defines contributed assets as: 

“Has the meaning described in section 47B of the Code, as follows:  
means railway infrastructure that has been funded wholly or in part by an entity other than the railway owner 
or an associate of the railway owner, including by the entity doing any of the following —  

(a) providing cash or in-kind contributions to the railway owner or an associate of the railway owner;  
(b) undertaking work, or paying for work to be undertaken, for the railway owner or an associate of the 

railway owner;  
(c) making payments to the railway owner or an associate of the railway owner that –  

(i)  fund the recovery of capital in relation to the railway infrastructure; and  
(ii)  are not payments of prices and charges for access.  

 
For the purposes of these Costing Principles, means any contribution of the kind described in section 47B of the 

Code, made by anyone other than the entity who was the Railway Owner (or an Associate of the Railway Owner) 

at the time the contribution was made.“ 

Section 1.5 of the Costing Principles states the PTA will not include the value of the Railway Infrastructure that has been 

funded wholly or partially by Contributed Capital, as required under s47G of the Code: 

 “A railway owner must not, when valuing railway infrastructure under or for the purposes of this Code, include the 

following — 

            (a)          if particular contributed capital is funded wholly by an entity other than the railway owner or an 

associate of the railway owner — the value of that contributed capital; 

            (b)          if particular contributed capital is funded in part by an entity other than the railway owner or an 

associate of the railway owner — the value of the portion of the contributed capital that is not funded 

by the railway owner or an associate of the railway owner.” 

 
as deferred income. (See note 6.5 ‘Deferred income – operating leases’). A further 99-year operating lease for 15 grain 

receival sites was entered into with CBH in 2004. Rental income for 99 years of $775,000 was received in full at the 

commencement of the lease and is accounted for as revenue over the 99-year lease period, with the prepaid portion shown 

as deferred income. (See note 6.5 ‘Deferred income - operating lease’). CBH freight is not transported on the applicable 

routes in this review. 

33  RPI considered the Bureau of Infrastructure and Transport Research Economics (BITRE)’s published Multimodal Australian 

aggregate freight forecasts – 2022 update. These forecasts from 2020 to 2050 provide short, medium and long-term 

forecasts by transport mode based on global and domestic production and consumption trends for key freight categories.  
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PTA state in their submission that “none of the railway infrastructure or related assets that are subject to this DORC 

valuation have been funded as Contributed Capital, either wholly or in part. No adjustment for contributed assets is 

required.”34 

RPI supports the PTA’s assessment that there are no contributed assets. We note that the PTA is a government-owned 

statutory authority, established under the Public Transport Authority Act 2003 to direct, manage, maintain and control 

the Government railways in Western Australia. We note that urban railway passenger public transport services are 

significantly subsidised by the State Government, with the financial statements in successive annual reports listing the 

‘transactions with owners in their capacity as owners”, with capital appropriations, other contributions by owners and 

transfers of net assets from other agencies all components of the end-of-year balance for equity (i.e. changes in equity). 

Under full cost pricing principles, one would expect the PTA to earn a return on such assets to the extent that they 

related to capital items.  

RPI understands that there are no contributed assets by the third-party access holders.  

 

8 Review of Accumulated Depreciation 

The assessment of accumulated depreciation for a DORC is based on remaining service potential of the existing assets 

at the valuation date, along with consideration of factors warranting acceleration or deceleration from the straight-line 

(SL) approach. This recognises that a proportion of any life-extending investments in the assets may also have been 

recovered.  

PTA calculates the accumulated depreciation using a condition-based straight-line method, considering each asset’s 

effective economic life and remaining useful life (RUL). The RUL is derived from the asset’s standard design life (set out 

in Appendix 2 of the Costing Principles), adjusted for: 

•  the current physical condition of the asset;  

• any life-extending improvement activities and  

• assumptions about future usage and consumption. 

The PTA reviews and updates the RUL annually through a divisional stocktake. This process involves examining data 

from the maintenance management systems and physical condition assessments to confirm if the asset can reliably 

remain in service for the projected period. 

 

Upon determining the RUL of the asset, PTA reduced the optimised replacement cost for that asset proportionally 

(noting that PTA has assessed that there is no optimisation of the asset base required). The Code allows for the ERA to 

accelerate or decelerate depreciation to ensure that it can meet the objectives of the Railways (Access) Act 1998: 

 

“establish a rail access regime that encourages efficient use of and investment in railway facilities by facilitating 

a contestable market for rail operators”. 

 

RPI sees no need to depart from straight-line (SL) depreciation based on analysis of freight demand trends and 

consideration of potential stranding of assets, given freight is such a relatively small proportion of the total rail demand.  

8.1 PTA’s approach to depreciation 

PTA apply a condition-based adjustment factor of 10% uplift to “in-scope” assets that are still in service but with less 

than 10% of the asset life remaining to account for better-than-expected conditions and the expected future service 

potential in the network. This practice follows regulatory precedent.35 They also assume that there is no material change 

 
34  Section 6, p45 
35  GHD Advisory. 2021. Developing a Regulatory Asset Base for the Australian Rail Track Corporation Interstate 

Network, using the Depreciated Optimised Replacement Cost method — Concluding Public Report. Canberra: 

ACCC (published 21 October 2021). Available at: https://www.accc.gov.au/by-industry/rail-shipping-and-

 

https://protect.checkpoint.com/v2/r04/___https:/www.accc.gov.au/by-industry/rail-shipping-and-ports/interstate-rail-network-access-undertaking/dorc-valuation-of-the-interstate-network/concluding-report?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6ZmE3OTo2MjZmMzU3MDRkNDI2ZDFiZThmY2JmZDFmNGQ4YTExOGM0OWYwZGM0MWY2NDcyZGVlYWRlNmU4NWI3OTdkY2MxOnA6VDpO
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in service demand affecting future consumption of assets based on current service levels and the implementation of 

required routine maintenance.  

We note that the standard design lives are generally consistent with those set out in Appendix 2 in the Costing Principles.  

PTA estimate depreciation of $4,463.5m, with the effective depreciation rate of approximately 52% when divided by 

the ORC. RPI was unable to review the estimation of PTA’s depreciation in any meaningful way, as the figures were 

highly inconsistent and appeared erroneous, in certain cases exceeding asset replacement costs.  

8.2 RPI’s review of PTA’s accumulated depreciation 

RPI estimated depreciation by considering the capitalisation date for each individual asset in the FAR and the remaining 

useful lives (RUL). Based on the composite depreciation values, RPI’s estimated accumulated depreciation is $2,885.8m. 

These estimates suggest an effective depreciation rate of 27%, with this being consistent with younger assets (e.g. 

tunnels and stations are younger than for some of the larger freight networks).  

Table 12 lists the estimated depreciation for each asset class, based on the accumulated depreciation values estimated 

for individual assets within that asset class. 

Table 12 RPI Estimated Depreciation – by Asset Class 

 

Key high-level insights include: 

 Approximately 45% of the total depreciation estimated by RPI relates to Signals and Rail Station Structures 

(which have relative long remaining lives), with another 14% of depreciation associated with tunnels. 

 Combined, the age and remaining useful lives of these three asset classes explain 60% of RPI’s accumulated 

depreciation estimate of $2,885.8m.  

 RPI’s estimate depreciation is approximately 65% of PTA’s estimated depreciation of $4,463.5m.  

 
ports/interstate-rail-network-access-undertaking/dorc-valuation-of-the-interstate-network/concluding-

report (see p78).  

 

Asset Class Asset Group Mapping Depr (PTA) $ Depr (RPI) $ Difference $ %

TUNNELS           Civil Structures 296,186,473$                     402,609,035$                     $106,422,563 -6.7%

SIGNALS           Signalling & Communication Systems 1,365,018,935$                 667,227,611$                     -$697,791,324 44.2%

RAIL STATION STR  Stations and Platforms 920,270,846$                     621,280,495$                     -$298,990,351 19.0%

RAIL BRIDGE       Civil Structures 282,752,306$                     93,886,381$                       -$188,865,925 12.0%

RAILS             Track 275,343,230$                     53,617,110$                       -$221,726,121 14.1%

OHLE Overhead Power 326,861,341$                     218,187,675$                     -$108,673,666 6.9%

TURNOUTS          Track 127,651,131$                     60,937,398$                       -$66,713,733 4.2%

FOOTBRIDGES       Associated Track Structures 142,421,663$                     58,391,548$                       -$84,030,114 5.3%

CAR PARKS         Associated Track Structures 93,133,357$                       103,624,708$                     $10,491,351 -0.7%

WHNFC Other 130,881,641$                     22,108,002$                       -$108,773,639 6.9%

SLEEPERS          Track 98,127,991$                       26,623,778$                       -$71,504,213 4.5%

RAILCAR DEPOT excluded -$                                      -$                                      $0 0.0%

RETAINING STRUC   Associated Track Structures 34,091,862$                       63,489,411$                       $29,397,549 -1.9%

CRASH BARRIER     Associated Track Structures 45,448,765$                       71,092,530$                       $25,643,764 -1.6%

ROADS & APPROACHES Associated Track Structures 34,836,474$                       144,140,062$                     $109,303,587 -6.9%

BALLASTING        Track 72,478,458$                       52,414,908$                       -$20,063,550 1.3%

SLAB TRACK        Associated Track Structures 10,653,239$                       10,551,832$                       -$101,406 0.0%

FENCING           Associated Track Structures 42,859,140$                       66,674,168$                       $23,815,028 -1.5%

UNDERPASS         Civil Structures 33,624,138$                       15,931,011$                       -$17,693,127 1.1%

Communications Signalling & Communication Systems 86,136,279$                       75,248,380$                       -$10,887,899 0.7%

NOISE WALL        Associated Track Structures 4,341,450$                          3,054,299$                          -$1,287,151 0.1%

SIDING            Track 13,011,272$                       2,943,247$                          -$10,068,025 0.6%

LEVEL CROSSINGS   Associated Track Structures 13,978,737$                       27,120,083$                       $13,141,345 -0.8%

VIADUCTS          Civil Structures 89,310$                                476,683$                             $387,373 0.0%

PED CROSSING      Associated Track Structures 9,298,484$                          20,437,174$                       $11,138,689 -0.7%

P&E and Miscl. Plant, Equipment & Vehicles 4,026,750$                          3,772,352$                          -$254,398 0.0%

Total 4,463,523,273$                 2,885,839,878$                 -$1,577,683,395 100.0%

https://protect.checkpoint.com/v2/r04/___https:/www.accc.gov.au/by-industry/rail-shipping-and-ports/interstate-rail-network-access-undertaking/dorc-valuation-of-the-interstate-network/concluding-report?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6ZmE3OTo2MjZmMzU3MDRkNDI2ZDFiZThmY2JmZDFmNGQ4YTExOGM0OWYwZGM0MWY2NDcyZGVlYWRlNmU4NWI3OTdkY2MxOnA6VDpO
https://protect.checkpoint.com/v2/r04/___https:/www.accc.gov.au/by-industry/rail-shipping-and-ports/interstate-rail-network-access-undertaking/dorc-valuation-of-the-interstate-network/concluding-report?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6ZmE3OTo2MjZmMzU3MDRkNDI2ZDFiZThmY2JmZDFmNGQ4YTExOGM0OWYwZGM0MWY2NDcyZGVlYWRlNmU4NWI3OTdkY2MxOnA6VDpO
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 Almost 90% of the difference in the two estimates for depreciation are attributable to four asset groups – 

Signals (44.2%), Stations and Platforms (19.0%), Track (14.1%) and Civil Structures (12.0%). 

 

9 Comparables analysis 

This section undertakes a high-level analysis of comparables with the DORC reset for below-the-line railway owners 

ARTC (for the ACCC) and RPI’s alternative DORC values recently reviewed for Arc Infrastructure. This provides a 

reasonableness check on both the level and proportions of the relevant cost components of the DORC valuation for 

PTA.  While the ERA undertook and published its final determination in September 2009 for Floor and Ceiling Costs 

Review for Perth to Midland and Perth to Robbs Jetty Routes, RPI believes this high-level comparison should suffice for 

the current purposes. This avoids needing to account for the various factors that need to be considered in comparing 

GRV values with CRC values over time such as different methodologies, cost escalation and possible capital upgrades 

impacting service levels.  

In comparing the submitted values with the previous ARTC DORC undertaken by GHD Advisory under the ACCC’s 

regulatory framework, cost escalation calculated from July 2019 using the Road and Bridge construction index for WA 

to December 2024, amounting to approximately 23.8%.36   

When comparing the ROC with the DCPM costs of earlier determinations, we use the CPI for the eight capital cities to 
escalate ROCs.37 Analysis undertaken by RPI for its Review of Arc Infrastructure’s DORC valuation established that 
“Railway Owner’s Costs” include the indirect costs incurred by the railway owner in delivering capital works or managing 
the rail network. They include:  

 Project management and administration; 

 Engineering design and approvals; 

 Procurement and contract management; 

 Environmental, heritage, and safety management; 

 Regulatory compliance; 

 Land tenure and stakeholder liaison; and 

 Allocated corporate overheads that directly relate to the regulated network. 

RPI analysed the Railway Owner’s Costs in the ERA’s 2013 Determination Co-operative Bulk Handlings Access Proposal, 

these costs were applied as an uplift percentage to the direct construction cost. These costs exclude financing costs and 

working capital and in that determination were referred to as Design, Construct and Project Management (DCPM) 

costs.38 On this basis, RPI have used the value of 19.3% as similar to values adopted by other organisations in their 

proposed DORC estimates and have applied the same percentage for PTA’s network.39   

 

 
36  PwC in their 2007 report for the ERA “Review of WestNet Rail’s Floor and Ceiling Costs for Certain Rail Lines (June 2007) 

state that “PwC/HCS contacted ABS and confirmed that this index was their most appropriate for measuring the change 
in rail network costs (as no rail costs specific index is available)”. 

37  ABS Cat. No. 640102. 
38  RPI has confirmed with the ERA that the DCPM Costs align with Railway Owner costs. (Email communication 14 October 

2025). 
39  See GHD Advisory. 2025. Applicable Railway Infrastructure DORC — Final Report (Arc Infrastructure Pty Ltd), 6 June. 

Available at: https://www.erawa.com.au/sites/default/files/24829/notice-arc-infrastructure-statement-of-the-

depreciated-optimised-replacement-cost.pdf (pp 99-100) and GHD Advisory. 2021. Developing a Regulatory Asset Base 

for the Australian Rail Track Corporation Interstate Network, using the Depreciated Optimised Replacement Cost method 

— Concluding Public Report. Canberra: ACCC (published 21 October 2021). Available at: https://www.accc.gov.au/by-

industry/rail-shipping-and-ports/interstate-rail-network-access-undertaking/dorc-valuation-of-the-interstate-

network/concluding-report.  

 

https://protect.checkpoint.com/v2/r04/___https:/www.erawa.com.au/sites/default/files/24829/notice-arc-infrastructure-statement-of-the-depreciated-optimised-replacement-cost.pdf?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6MjU5Mjo1NWVjZmExMjljYzQ5YWI4MDAxOWRkODE3YTFiNTZjOWIwMjI2OWMwYjExYmM0MDVmNjBjNTNmMzJlNGQwNGVjOnA6VDpO
https://protect.checkpoint.com/v2/r04/___https:/www.erawa.com.au/sites/default/files/24829/notice-arc-infrastructure-statement-of-the-depreciated-optimised-replacement-cost.pdf?utm_source=chatgpt.com___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6MjU5Mjo1NWVjZmExMjljYzQ5YWI4MDAxOWRkODE3YTFiNTZjOWIwMjI2OWMwYjExYmM0MDVmNjBjNTNmMzJlNGQwNGVjOnA6VDpO
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9.1 Comparison with other networks and jurisdictions 

We compare the DORC $m/tkm for Transport Asset Holding Entity of NSW (TAHE) (the passenger network comprising 

Sydney Rail and NSW Rail) which is more relevant for passenger rail infrastructure assets with the comparable figures 

estimated by PTA and RPI. Table 13 below provides a comparison of the key components (by percentage) and the 

approximate cost/tkm. 

Table 13 High-level comparison - TAHE closing value June 2024 vs PTA DORC vs RPI alternative value  

 

Key insights from the above analysis include: 

 RPI’s estimated depreciation amounts to a lower percentage of the ORC because the assets are much younger, 

therefore have greater remaining useful lives. 

 The value of the RAB per tkm estimated by RPI is $21.5m/tkm. PTA’s estimate is relatively lower at 11.6m/tkm 

 While comparable iRAB figures are not available, the latest RAB for TAHE approved by IPART for 30 June 2024 

was $24,049.5m across 919tkm, which results in an approximate RAB $m/tkm of $26.2.40 As such, this supports 

the alternative RAB valuations estimated by RPI.   

 

10 Conclusions and Recommendations 

Our estimated DORC of $7,725.8 million is materially higher than PTA’s estimate of $4,173.2 million, representing an 

increase of approximately 85%. While RPI’s estimate of ORC is 23% higher than PTA’s estimate (i.e. $10,611.7 million 

compared to $8,636.7 million), differences at the ORC level include both over- and under-estimation across asset 

categories. 

 
40  IPART, TAHE’s Compliance with the NSW Rail Access Undertaking 2023-24, Final Report, May 2025. 

https://www.ipart.nsw.gov.au/sites/default/files/cm9_documents/Final-Report-TAHEs-compliance-with-the-NSW-Rail-
Access-Undertaking-2023-24-May-2025.PDF 

 

High-level comparison - TAHE  30 June 2024 Vs PTA DORC (2024) and RPI Alternative Value

Total km

Total 

replacement

costa

Optimisation

(% of Total 

RC)

Total 

optimised 

replacement 

cost

Depreciation 

(% Total ORC)
Total DORC 

Contributions 

(incl grants)

OPEX 

Savings 

(% of Total 

DORC)

RAB  

(% of Total 

RC)

RAB 

$m/tkm

TAHEb

919 tkm
$24,050 N/A N/A N/A N/A N/A N/A $26.2

$8,637 $8,637 $4,173 $4,173 $11.6

$0 $4,464m $0.0 $0.0

0.0% 51.7% 0.0% 0.0%

$10,612 $10,612 $7,726 $7,726 $21.5

$0 $2,886 $0 $0.0

0.0% 27.2% 0% 0.0% 73%

a Direct cost + Railway Owner Costs

b IPART, TAHE's Compliance wih the NSW Rail Access Undertaking 2023-24, Final Report, May 2025

PTA

360 tkm

RPI

360 tkm

https://protect.checkpoint.com/v2/r04/___https:/www.ipart.nsw.gov.au/sites/default/files/cm9_documents/Final-Report-TAHEs-compliance-with-the-NSW-Rail-Access-Undertaking-2023-24-May-2025.PDF___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6NmQyYzpjMGU4YzFlNDAyZDJlZTc3OWU2YjkyMGU0MjZhNWM1Yjc2M2NkZWU4ZDVhMTc2OTgzN2VhNmQzY2ZlMzdiYzlkOnA6VDpO
https://protect.checkpoint.com/v2/r04/___https:/www.ipart.nsw.gov.au/sites/default/files/cm9_documents/Final-Report-TAHEs-compliance-with-the-NSW-Rail-Access-Undertaking-2023-24-May-2025.PDF___.Y3A0YTpycGluZnJhc3RydWN0dXJlOmM6b2ZmaWNlMzY1X2VtYWlsc19hdHRhY2htZW50OmRlYWI2Y2I0MzE5MGY5MDE3NzFmODMyZDQzNzFlMDVhOjc6NmQyYzpjMGU4YzFlNDAyZDJlZTc3OWU2YjkyMGU0MjZhNWM1Yjc2M2NkZWU4ZDVhMTc2OTgzN2VhNmQzY2ZlMzdiYzlkOnA6VDpO
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The primary driver of the divergence in DORC is the treatment of accumulated depreciation, with PTA’s approach 

appearing to understate remaining asset lives, and therefore overstate depreciation. This results in a materially lower 

asset value relative to that implied by the service potential of the network. 

Given the significance of these differences, we recommend that the Economic Regulation Authority: 

 does not approve PTA’s proposed DORC for the purposes of establishing the initial RAB for the network and 

 not approve the depreciation schedule put forward by PTA in its current form. 
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Attachment A 

This attachment summarises some of the alternative approaches adopted by other jurisdictions in regulating below-rail 

infrastructure for rail freight services. 

Other regulatory approaches 

IPART in its May 2024 report TAHE’s compliance with the NSW Rail Access Undertaking – 2022-23 in assessing 

compliance by TAHE with the requirements of Clause 5 of Schedule 3 of the Undertaking with the ceiling test, including 

the asset valuation roll forward principles. For the Metropolitan Passenger Network, this test requires TAHE to not earn 

more than the full economic cost of providing access to the network for Sydney and NSW Trains. They state:  

“We consider that an assessment of the ceiling test on a standalone basis requires estimating costs for a 

hypothetical network that is purpose-built and optimised for that group of access seekers. The actual costs 

of the existing infrastructure are not relevant unless they are efficient for a group of access seekers. For 

example, any extra costs that are driven by freight trains must be excluded from the ceiling test for 

passenger access seekers. Similarly, passenger train costs must be excluded when assessing the hypothetical 

freight networks.”  

And under Other TAHE Networks it states:  

“Several segments of TAHE’s network are accessed by freight trains to transport goods to domestic and export 

markets. They carry a diverse range of goods, including grain, cotton and containerised freight. The specific 

segments used are the:  

• Country Regional Network  

• Northern Sydney Rail Corridor  

• Metropolitan Rail Network – freight.  

These segments are treated as hypothetical standalone networks for the purposes of the Undertaking. This 

ensures freight operators are only charged the efficient cost of using the network (i.e. so that costs 

attributable to passenger trains are not passed on to freight trains).” 

Section 4.1 (p20) states:  

“We are however mindful to minimise the regulatory burden and cost on TAHE where there is no material 

benefit to other stakeholders. Requiring TAHE to undertake a DORC study of the assets and prepare a detailed 

regulatory asset base and roll forward would be burdensome, unless necessary to determine the ceiling test 

result.” 

The ACCC is the regulator responsible for the ARTC's 2024 Access Undertaking Interstate Rail Network pricing regime. 

Section 4.3, Limits on Charge Differentiations, states that: 

“(b) Subject to clause 4.2 above, in formulating its Charges, ARTC will not differentiate between 

Applicants in circumstances where:  

(i) the characteristics of the Services are alike; and  

(ii) the Applicants are operating within the same end market.  

For the purposes of this clause, ARTC will determine whether the characteristics of two Services are alike 

having regard to matters including but without limitation the applicable non-price terms, location, 

duration and quality of the Train Path, nature of Train consist, characteristics of the Service, longevity of 

Access, arrival and departure times of the day and week.” 

QCA as the regulator for Aurizon (AZN), when establishing the RAB for Central Queensland Coal Network (CQCN) chose 

to deal with the non-coal freight services at the level of allowable revenues, rather than RAB, thereby avoiding needing 

to allocate costs stating: (p.39). 

 “approval of an ex ante total allowable revenue, prior to any deductions for costs associated with 

non-regulated and non-coal services 
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 Adjustment of the ex ante total allowable revenue to exclude indicative revenues from non-coal 

services to establish the maximum allowable revenue and reference tariffs for coal-carrying traffic 

only 

 An ex post reconciliation of allowable and actual revenues from non-coal services, and appropriate 

adjustments to approved revenues and reference tariffs for coal-carrying train services. 

Such an approach would encourage a more transparent recognition of non-coal and non-regulated costs and 

remove the need for detailed scrutiny of allocation parameters.” 

With non-coal freight being such a small fraction of the capacity, it makes sense that cargo services are dealt with on 

that basis. By comparison, the following extract from a 2017 report, as completed by PWC and Ranbury (now RPI), 

below captures the non-coal traffic on the CQCCN. There are some volumes where the CQCCN and north coast 

passenger lines are in a shared alignment, but otherwise the non-coal freight is negligible. 
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