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STATEMENT OF CORPORATE INTENT
2015/16
Chairman’s Message

ARTC’s mandate from Government is to increase the freight volume carried on our network while
operating as a sustainable commercial enterprise.
This Statement of Corporate Intent summarises ARTC’s Corporate Plan and provides a high-level
overview of the key business environment challenges being faced by ARTC and the strategies being
put in place to manage those challenges and deliver on the Government’s mandate.
The business environment being faced by ARTC in developing its Corporate Plan is characterised by
challenging conditions across both the general freight and bulk markets. Volumes in the general
freight market are being influenced by both the general slowdown in the economy and changes in its
structure, which is creating a lower growth environment for ARTC’s primary markets. While coal
volumes are continuing to grow, ARTC has now delivered adequate capacity to accommodate
contracted volumes. Accordingly the forward investment program in the Hunter Valley is now smaller
than in recent years. At the same time, the ceiling rate of return will be reset from 1 July 2016 and in
the current low interest rate environment is likely to be set at a lower rate. In these circumstances it is
unlikely that ARTC will be able to sustain the same level of growth in earnings that it has achieved
over the past five years.
This has reinforced the need for ARTC to continue to develop as a more customer oriented
organisation and to focus on cost management, and accordingly the key initiatives in the Corporate
Plan are around the internal transformation of the Company. The Board considers that these initiatives
will allow ARTC to continue to build on its considerable track record of achievement since it was
established in 1998.
On 11 May 2015 the Minister for Finance announced a scoping study in 2015-16 on options for the
future management, operations and ownership of ARTC. The Company will work cooperatively with
the Shareholders to support the work of the scoping study. However, ARTC’s focus will remain firmly
on managing the business and on implementing its Corporate Plan.
ARTC’s Statement of Corporate Intent is prepared for paragraph 95(1) of the Public Governance,
Performance and Accountability Act. It has been prepared for the 2015/16 financial year and covers
the reporting period 2015/16 to 2019/20. No other legislation has been identified as being specifically
applicable to the preparation of ARTC’s Corporate Plan.

Lucio Di Bartolomeo
Acting Chairman
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ARTC
The Australian Rail Track Corporation (ARTC) is a
company incorporated under the Corporations Act. Our
shares are owned by the Commonwealth of Australia
which is represented by the Minister for Infrastructure &
Regional Development, and the Minister for Finance.
ARTC was created as a result of the Commonwealth
and mainland State Governments Inter-Governmental
Agreement in 1997 for the establishment of a “one-stop
shop” for rail operators seeking access to the interstate
standard gauge rail network between Brisbane and
Perth.
The purpose of ARTC is to provide efficient and
seamless access to the rail network by:


Operating on sound commercial principles;



Growing the volume of freight on rail;



Improving rail infrastructure through better asset
management and a program of commercial and
grant funded investment; and



Promoting operational efficiency and uniformity
on the rail network.

ARTC is one of Australia’s largest rail network owners
operating and managing over 8,500 kilometres of
standard gauge track in South Australia, Victoria,
Western Australia, New South Wales and Queensland.
Our core competencies include access management,
network control, rail infrastructure planning and
management, signalling and communications, as well
as offering expert advice in developing rail transport
solutions to customers.
ARTC plays a critical role in the transport supply chain
and in the overall economic development of Australia.
Our rail network is used to move a range of
commodities including general freight, coal, other bulk
minerals and agricultural products. Our network is also
important in providing access for interstate and intercity passenger services. Access to ARTC’s network,
including price setting, is regulated through access
undertakings to the ACCC.

Any ARTC activities that expand beyond the existing
network or into new functions are to be agreed with our
Shareholders in order to comply with the objectives
outlined in ARTC’s constitution (clause 2.1) and the
Commercial Freedoms Framework.
ARTC does not have any community service
obligations and has not received any Ministerial
directions.

Business Strategy
Three years ago, ARTC set out on a course to
transform its business from being heavily focused on
project delivery to being focused on serving our
customers. This organisational transformation was
considered essential to be able to realise the full
benefit of the transformation that had been achieved in
the physical condition and capability of the Interstate
and Hunter Valley rail networks.
Progress toward this goal is now becoming evident.
ARTC initiated its first ever customer satisfaction
survey in 2013 where it achieved a score of 57%. The
2014 survey returned a score of 63%, exceeding our
target of 60%. Building a customer focused
organisation is a medium term project and we will be
continuing to judge our progress by continuously lifting
customer satisfaction over time.
In mid-2014 the organisation established a formal
process to deliver the transformation project. The
overarching goal of the transformation process is to
“make rail the mode of choice by improving customer
satisfaction, employee engagement and company
profitability.”
The first major change resulting from this process was
the introduction of a refined business structure effective
from September 2014. Central to the new structure is
the need to ensure that the two operating business
units, Interstate and Hunter Valley, have the
appropriate responsibilities and resources to be able to
service their customers’ needs and be held
accountable for their performance. The two business
units need to be supported by service divisions that are
effective, reliable and add value.

ARTC’S VISION IS TO:
MAKE RAIL THE MODE OF CHOICE
IN THE NATIONAL LOGISTICS CHAIN
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On 1 Dece
ember 2014, ARTC
A
launched
d its new
corporate image, including new logo. This
T
was an
e brand stream of
important element of the
transforma
ation and will help
h
the compa
any convey an
image tha
at is appropriate
e to its role in the industry and
d
a compan
ny committed to
o customer suc
ccess. The new
w
corporate image builds on
o the new com
mpany values
launched in late 2013.
The ‘Effecctiveness and Efficiency’
E
strea
am is currentlyy a
key focus of the transforrmation workpla
an. The purposse
eam is to ensure that ARTC is
s delivering the
e
of this stre
most apprropriate outcom
mes for its stakeholders by
doing the right things in the right way. The
T project aim
ms,
in conjuncction with otherr transformation
n streams, to
encourage
e a cultural cha
ange from a co
ompliance cultu
ure
to one foccused on contin
nuous improvement.
The effecttiveness and efficiency projec
ct has become
increasing
gly important to
o the organisation in light of
changes in the external environment. Two
T
years ago it
started to become apparrent that the ec
conomic
environme
ent was softening. Over the past
p
year, the
economic headwinds ha
ave intensified with
w significantt
declines in
n coal and iron
n ore prices, little to no growth
h in
the genera
al freight marke
et and a poor agricultural
a
season in some districtss.
There is n
now reasonablyy clear evidenc
ce that the
absolute d
decline in manu
ufacturing in Australia, and th
he
increasing
g volume of freight being ship
pped direct to th
he
city of fina
al consumption rather than through a nation al
distribution centre, is being reflected in
n a largely
stagnant g
general freight market.
The winding down of the
e construction phase
p
of the
mining bo
oom, particularly in Western Australia,
A
has
materially impacted on frreight volumes
s on ARTC’s ke
ey
East Westt corridor. Both
h the North Sou
uth and East

West
W
corridors are showing esssentially no gro
owth
du
uring 2014/15.
Th
he decline in co
oal prices is alsso translating directly
d
intto a change in focus in the Huunter Valley. Producers
P
arre now primarily
y focused on ccost of production. While
vo
olumes are con
ntinuing to grow
w and a numbe
er of mine
ex
xpansions continue to be conssidered, a num
mber of
hig
gher cost mine
es have closed and medium term
vo
olume expectattions are declinning. The prima
ary focus
for the Hunter Va
alley coal indusstry is now on how to
reduce the cost per tonne of traansport rather than
facilitating growth.
In this context, ARTC
A
is not antticipating a significant
ca
apital program for the Hunter Valley during the
t next
fiv
ve years. Forwa
ard capital is noow dominated by
prrojects to suppo
ort productivityy growth in the coal chain
as
s a whole.
Th
he decline in th
he price of iron ore has also had
h a
sig
gnificant impac
ct on ARTC witth the two iron ore traffics
that had been op
perating acrosss the ARTC network both
su
uspending operrations.
While
W
a number of initiatives arre being consid
dered to
mitigate the decline in ARTC’s traditional grow
wth
e
to assesss to what extent these
drrivers, it is too early
ca
an mitigate the broader econoomic pressures
s.
AR
RTC has a num
mber of other im
mportant initiattives
un
nderway:


The Austra
alian Governmeent has asked ARTC,
under the guidance of thee Inland Rail
Implementtation Group, too progress the delivery
of the Inlan
nd Rail project within a 10-ye
ear
timeframe.

STR
RATE
EGIC OBJE
ECTIV
VES
ARTC’s ssix strategic ob
bjectives reflec
ct the key focu
us areas and are
a aimed at providing
p
longg term value to
o our
customerrs and Shareholders.
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OUR VA
ALUES
S
ARTC’s vvalues and beh
haviours were
e created to exxcite and inspiire our people and form the foundation on
n which
we are tra
ansforming the
e ARTC. Values influence b
behaviour, and
d we recognise that establisshing a culture
e that
values an
nd supports divverse and bro
oad thinking, ccustomer focus
sed decision making,
m
accouuntability and
responsib
bility is fundam
mental to achie
eving the strattegies outlined
d in this Statem
ment of Corpoorate Intent.

The past yyear has seen ARTC devote considerable
resourcess to developing the Business Case for Inland
d
Rail, with a particular em
mphasis on refinement and
ailed costing off the route. Inland Rail is
more deta
expected to significantly grow rail’s com
mpetitiveness
oad and divert significant
s
quan
ntities of both
against ro
interstate and agricultura
al freight from road
r
to rail.






MS is a commu
unication based
d safeworking
ATM
systtem being deve
eloped by ART
TC as a lower
costt and safer alte
ernative to conv
ventional
d
sign
nalling systemss. ARTC is now
w well advanced
with
h stage 1 of the
e implementatio
on of ATMS, fie
eld
app
plication on the line between Port
P Augusta a nd
n is now being directed
d
toward
d
Whyyalla. Attention
firming-up the plan
nned roll-out off ATMS acrosss
the network.
ount of attention is being
An iincreasing amo
dire
ected to the reg
gional and cross-metropolitan
as seen good growth
g
in region
nal
marrkets. ARTC ha
import / export con
ntainers over re
ecent years an
nd
eves that there
e may be furthe
er opportunity tto
belie
grow
w this businesss, particularly out
o of the
Rive
erina and North
h West NSW re
egions. Specifi c
business developm
ment managers
s have now be en
pointed to pursu
ue these opporrtunities.
app
TC’s customerss and State Go
overnments havve
ART
bee
en keen to deve
elop the cross-metropolitan
conttainer market particularly
p
in Sydney
S
and
Melbourne. ARTC
C believes that the
t infrastructu
ure
is no
ow largely in place to be able
e to capitalise o
on

this opporttunity and is noow turning to lo
ook at what
specific op
perational initiaatives are required to
remove ba
arriers to succeess in this mark
ket.


ARTC’s sa
afety performannce has shown
n good
improveme
ent over a longg period. Furthe
er
progress is
s highly dependdent on culture
e.
Employees
s need to look out for themse
elves and
others and
d to be prepareed to act appropriately
when they identify potenttially unsafe sittuations.
Across AR
RTC the safety performance of
o
individual groups
g
varies w
widely. The challenge for
ARTC is to
o capture the qqualities of the high
performing
g groups and eembed them ac
cross the
organisatio
on.

Accountabilitty & Reportiing
Th
he ARTC Board
d has responsiibility for the
pe
erformance of the
t company aand is fully acco
ountable to
the Shareholders
s. The Board iss required to provide:


A Corporate Plan on an aannual basis to
o cover a
period of minimum
m
four yyears;



Quarterly progress
p
reporrts;



Other repo
orts as requeste
ted by the Sharreholders;
and



he
An Annual Report in accoordance with th
Corporatio
ons Act.

Make Ra
ail the Mode of Choice in
n the Nationa
al Logistics Chain
C

4

ARTC will comply with the Commonwealth Government
Business Enterprise Governance and Oversight
Guidelines, the Public Governance Performance and
Accountability Act 2013, and meet the notification
requirements under the agreed Commercial Freedoms
Framework, as well as meet all relevant regulatory
requirements.
On a quarterly basis, regular progress reports against
both financial and operational performance are
provided to our Shareholder representatives. At this
time, consideration is also given to any key items of
strategic interest.

Human Resources Strategy
ARTC has had a successful industrial relations strategy
over many years with a key objective being the growth,
efficiency and effectiveness of ARTC as a competitive,
value-added element of the national land transport
logistics network and making rail the mode of choice in
the national logistics chain.
Where ARTC requires change to continue to ensure a
profitable, customer focused, competitive and efficient
operation, constructive consultation with relevant
stakeholders is considered to be a critical and
important part of the process.
ARTC at all times complies with all relevant industrial
related legislation in the development and execution of
its industrial relations strategies. ARTC will continue to
provide regular updates to Shareholder representatives
on the progress of the Enterprise Agreement
negotiations.



Investment Strategy
ARTC’s investment programs over the past ten years
have been structured around the business intent of its
corridors, together with an overarching network-wide
plan for systems. These programs are:
Hunter Valley: To provide capacity to meet contracted
volumes and domestic coal requirements.
Interstate: To achieve a step-change in rail’s
competitiveness in the North South intermodal market
and to maintain rail’s strong competitive position in the
East West market.
Signalling and Communications: To move to a
communications-based safeworking system on a
modern, network-wide telecommunications platform.
ARTC’s investment since 2004 has incorporated:


ARTC’s commitment of $872 million in
investment as part of the NSW lease;



Three untied grants from the Australian
Government totalling $820 million;



Dramatic growth in the scale of the Hunter Valley
commercial investments, commensurate with the
growth in forecast demand;



The Nation Building stimulus package
announced in December 2008, providing $1.189
billion of equity in the network;



A further equity injection of close to $1 billion
announced in the May 2010 Federal Budget; and



Various other smaller investments, including
ATMS, Auslink funded projects and projects
undertaken on behalf of the States.

Risk Management
ARTC continues to support, promote and actively
advance effective and cyclical risk management as a
crucial element of the organisation and an integral part
of achieving its strategic objectives and corporate
vision.
ARTC’s business risk profile is aligned to the key risk
categories of Safety, Assets, Financial, Environmental,
Regulatory and Reputation (S.A.F.E.R.R).
ARTC’s goals for risk management are:


To manage risk to enhance safety at work and to
support efficient business operations and
achievement of our strategic goals;



To reduce or eliminate where possible, the risks
that impact the safety of employees, contractors,
customers and members of the public, so far as
is reasonably practicable; and

To manage financial and business risks to
ensure the commercial performance of the
Company meets corporate goals and continues
to foster positive and productive relationships
with stakeholders and Shareholders.

A feature of ARTC’s investment over the past 10 years
has been to bring the interstate network up to an
appropriate mainline standard. This process is now
largely complete. With the downturn in the general
freight market, the loss of iron ore traffic and stabilising
demand in the Hunter Valley, ARTC has also slowed its
forward capacity investment program. As such, ARTC
does not have a significant capital investment program
driven by capacity or asset condition for the five years
of the Corporate Plan period.
The focus of ARTC’s forward capital is primarily
directed toward improving train productivity.

5

Key projects that ARTC is continuing to progress are:



Roll-out of ATMS, subject to the development of
funding solutions.



Port Botany Rail Line upgrade phase 3, a $75
million project primarily focussed on remediating
poor track condition following ARTC’s take-up of
the line in late 2013, funded through the
Infrastructure Investment Program.

Hunter Valley


Completion of the Kooragang Arrival Road stage
2 project now under construction including
signalling upgrades Hexham – Kooragang
recommended by the HVCCC to increase
network reliability in the KCT terminal area.



Staged roll-out of ATMS, subject to development
of a business case based on productivity benefit
that is attractive to the coal industry.



The ARTC network control optimisation (ANCO)
project to increase productivity through upgraded
network control and train information systems at
a preliminary estimate of $30 million, subject to
industry approval of a business case.

Interstate


Inland Rail, in accordance with the Australian
Government’s request for ARTC to develop the
Inland Rail project with a view to its construction
within 10 years, with initial funding of $33 million
being provided by the Government as a grant.



Five loop extensions to 1800 m between
Melbourne and Adelaide at a cost of $15 million
to provide adequate capacity for the introduction
of unrestricted operation of 1800 metre trains,
and to be funded by a reallocation of Productivity
Package funding not previously spent.

Capital Management
ARTC’s capital structure has been developed with
consideration to the capital investment program,
funding options and in consultation with the
Shareholders.
ARTC maintains a combination of $A bonds issued on
the Australian Domestic Market and Syndicated Debt
Facilities in support of the major works investment
program.
The forecast dividend payout ratio is calculated at a
rate of 30% of Adjusted Net Profit after Tax for
2014/15, increasing to 50% for 2015/16 - 2016/17 and
to 60% thereafter.

Financial Results
Key financial results for 2013/14 and forecast results
for 2014/15 are shown in the table below. Forecast
2014/15 outcomes exceed the targets established in
ARTC’s 2014/15 Corporate Plan.

2013/14

2014/15

Actual

Forecast²

Operating Revenue ($m)

767.3

857.3

EBITDAI³ ($m)

404.7

430.0

Net Profit After Tax before Dividend ($m)

127.6

175.8

Dividend

36.0

57.4

3,567.0

3,686.4

6.6%

6.8%

FINANCIAL RESULTS¹

Net Assets ($m)
Return on Capital Employed

¹ Forecast end of year result based on February 2015 management accounts
² 2014/15 does not include any Fair Value or Impairment adjustments as these are only determined at financial year end as part
of annual audited accounts preparation
³ EBITDAI = Earnings Before Interest, Tax, Depreciation, Amortisation and Impairment
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For more information on ARTC, including copies of Annual Reports, please refer to ARTC’s website:
www.artc.com.au
Refer to the “Latest News” section on ARTC’s website for up to date
information, press releases and other important announcements from ARTC.
AUSTRALIAN RAIL TRACK CORPORATION LTD. ABN: 75 081 455 754
11 Sir Donald Bradman Drive, Keswick Terminal SA 5035
PO Box 10343, Gouger Street, Adelaide SA 5000
Tel: (08) 8217 4366 Fax: (08) 8217 4578

