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Summary

ThiCensul Ragiudbdmpeepgtat emMBhB8reks feedback on options f o
f orwaocaki ng cost base (FLCB) fori2lBEheyFkEBicseanhalyge
approach to the curr enphyaswtyood o lPAYBOj khownsasting hea
charges.

I n May 2023, the I nfrastrMecsdaturref MM)d dpamecyp®d t heéMany sv &
charges to apdpdd yt diedm2FBe3process |l eading to this dec
opportunities to improve the current approach for set
al so dt heattieadnal Tr ans pMdTE oCadmremddlsdm,m whi ch coul d pot e
provide a basis for setting future heavy vehicle char

The FLCB model willTIMMordluy |Ilye ensdeod siefs afnodr esxeptltiicnigt |fyu tauyf
heavy vehicle charges.

Heavy vehicle charges application and context

Heavy vehicle charges a@ppdyeyhitod sl Blr. be hHionlnes . wiTthke & har
i nclaracdaeds echar @RUC) on diesel and gaseous fuel and a ye
comprising roads and regul atory component s.

Road User Charge (ruc)

The Road User Charge is charge levied on Heavy Vehicle operators by the Commonwealth Government.

When all vehicles purchase fuel which is Heavy Vehicle operators are then eligible to claim fuel tax credits in
covered by excise, excise is collected and paid relation to their total fuel consumption, split between road use and
to the Commeonwealth Government by the non-road use. The fuel tax credit claimable for road use is the
importer and incorporated into the cost when difference between the excise rate per litre and the road user charge
resold or consumed. per litre.

Disclaimer: This overview is a brief explanation of the operation does not form taxation advice or interpretation and
should not be relied upon for decision making.

Note: Heavy Vehicles which are used off road or on non-public roads are not subject to the RUC and are eligible for a
100% fuel tax credit. Operators are required to keep records of their on and off-road usage to claim fuel tax credits.

Registration Charge

Vehicle Registration charges are levied and collected on operators by the state and territory in which
they are registered.

Registration Charges includes a regulatory component for the recovery of the costs of the National
Heavy Vehicle Regulator in stats which participate in this scheme.

1 | Implementing a forward-looking cost base for heavy vehicle charges
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The heavy vehicle charges are governetdhMuys tar asleitanof pr
Transpor t{ aCpurdielcessott heér m@MMCoamdi | of Australian C
the Nationall nCablrionaedt )t er ms, the pricing principles int

Y fulclost recovery in aggregate on an ongoing basis
Y mi ni miowvieangd umeeovery from any heavy vehibslidi®lsass t
bet ween vehicle classes

YV cosdffectiveness of pricing instruments

Y transparency

Y bal anadmgnistrative simplicity, efficiency and equit
communiti®s/ access

YV havirergarod htta pricing applications such as light vel

Charges are currently swhiokiogl ¢thleatPAYGOhmodebt to g
providing roads to heavy vehicdmswehekwgdwaehiavleed agest
of historical government road expenditure and road us

There is currently a significant gap between the heayv
model and heavy vehiThli e iahhger greessnucletg aosfe e . i n heavy vehi
charges have not kept wup with i ncrsehdosvend hien ftoH.8 olwe an\gy f

Estimated cost base and heavy vehicle charges
revenue outcomes

($ billions)

R T R | N S S A SN VS S
NN € ¢ & o & & & & & B ©
(1/0 S oS o) (-1/0 f'],O ‘],O (1/0 Q,O q/O (-1/0 Q,O (\[,O

== Heavy Vehicle Cost Base == Heavy Vehicle Charges Revenue

1The revenue figuire base@0@8B esti mated vehicle numbers.

2 | Implementing a forward-looking cost base for heavy vehicle charges
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The problem

I'n May 2023, | TMM approved hzaviyoie®h2 ®he avlearmnges toe
charges ibng@perascant Theasr pywaeglslsi ghtiesds wéeetvlertahe current
approach to setting | medwyuddehNdglzetecadhpr gkesrred i ncreas
per tenmntheavy vehicle ch2arr.ges applying in 2026

Il ncreases in government expenditure on roads have res
increasing signii¥e.caburdiyngitnicies 2t0ilrie, heavy vehicle ¢
increased in |Iline with increases to thgapbebheywgehicle
heavy vehicle charges revenue and the heavy vehicle ¢
The key issue with the-tRAYMGC hneondgeels iisn tchoavte rsrhnoerntt r o a
translate into similar <c¢han,geasl|l Oei tt hvei.héael asvoyithaeteiche ¢cd ye ¢
heavy vehicle coasketbaistt $dnsi waye to sustained | arge
year 0B dyddest ftiocurdati ntain full cost recovery over ti me.

Stakehol der submissions during the consultation proce
2023834 t oi2A0i2¢phl i ght ed doubts about the appropriatenes:

Without further action, the revenuwoghe Itiokdmpiltyor eco
oincrease further in future years.

The forward-looking cost base model as an alternative to PAYGO

ThproposleGB mododedel used t o measure the heavy vehicle c
extfruanctional ity to evaluate options for setting a co
and RUC on fuel

A basic principle of the prndjagctprihas ckrese rd ddgdoradddddyieg ro ud
compartaoh Itcanrer ent PAYGDODmegeleml s0 addksess identified st

of the current system where possible. A Kkienyclowdiencg i ve
|l argetgyear variati ongsdeipmrtthue ecso sftr obma scessduri agowmagj prpr i
net weox kansinadn o egre nienrtaetri onal equity outcomes.

What is a forward-looking cost base model and how does it work?

Heavy vehicle charges are intendedmtrovi dcoger ogasef om
vehiucsldehe expenditure includes the cost of constructi
road infrastructure.

ThELCBethod brings the calculation of charges in clos
infrastructure sectors. I't cal culcaotnesst rahcatrigoens by spr e
mai ntenance over thellikfzevt ambusf nebBesemigbadsj nance a
purchaée i mportant feature is the inherent assumpti on
sources utpd rionuwbedst ment s, with cost recovery occurring

TheeveneedfeadnFBACB i s the sum of three key building bl «
capital and operationaldeamidbarad m.t enance costs, as

3 | Implementing a forward-looking cost base for heavy vehicle charges
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Revenue
requirement
(Year 1}

Depreciation

Opening )
Asset Base .
(Year 1) Return on capital

Opening RAB X WAGC

Commissioned
Assets
(Year 1)

Opening
Asset Base
{Year2)

The sum of the bui ladn urglhv drireogEWkisr mévietsr ¢ \nen u e
road managers) are entitled to receive in each
build, maintain and. operate road networKk

The building blocks are calculated using

l'ives of differenttrnassetotmpesxpdhdi model on
future cash flows equal in present value to the

recovered i nextpheendyeedar it i s

The FLCB model has t wov &&AYsGQO.ncRi rasdtv,a ntthaeg ersevenue
volatile, reducing the need for steep increases
basfecond, ibteciasasfeaiurseerr s pagvdrortaittheer as dan j ust
present when the asset is built.
Detailed model design features
The aim of developing the FLCB was to create a
produce outcomes broadly similar to t,howlei
some of its.shbetmomehgsdesign features below were
stakehol der s.
Issue Description Approach adopted
Asset and ope
Tomeasure and allocexpenditur erce
correctly, it is noutlined in
Expenditure forecast types of capital aTab3 e Expenidi tt
categories expenditure in |inFLCB modTlehhe NT
sensitivity to heaprovides det a
the expected asseton inclusions
exclusions.
The depreciation n
influences how eveStraliigme depr
capital amomsgeeresdo for all new a
Depreciation asset over time. TSumd heears di
methodology depreciation methodepreciation
influences t he SmOregu|at0ry as
evenue and price (RABasset
ansition from PA
Asset | ives i
Asset arevedc alocul atjurisdictions
A . return of capital, provided, a n
sset lives . . .
depreciation, in eaverage (aver
types of assets. other jurisdi
applied.

4 | Implementing a forward-looking cost base for heavy vehicle charges
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Issue

Rate of return forecast

Inflation forecast

Toll roads and other
innovative financing
arrangements

Setting the initial
regulatory asset base /
transition from PAYGO

True-ups

Local government road
expenditure

Electric and hybrid
vehicles

Description

The r a
opport
return
t hat i
possib
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Approach adopted

l4ear trailin
based oorer nlnmemn
terbmnd rates.

Mi xt utrlee oReser
Banfkor e c atshmiadn
poi nttheofReser v
inflation tar
Il nclude net c
government ov
Count both <co
revehaseoed
principles. D
treat ment to
with the rele
agency.
Lifnieheand app
to transition
value of the
set to achiev
transition pa
opening RAB o
Periodupstrue
incorporated
year | ys eptrtiicneg
process.

Forecast base
| atest avail a
t heustral i an E

St at iGontviea :n me n
Financi al St a

The model d
di stinguish
electric, hy
Il i guilpoweared
vehicles. Th
increase n
powered veh
compensat
paid by e
heavy veh
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Issue Description Approach adopted
Vehicle operators
a full fuel exciseFuel consumpt
Fuel used to power to power ancillaryrevenue estim
ancillary equipment However, there is corrected for
i nformatiaomouamfti t @kl ack of infor
cl ai med.

Il ntr cadametomat i
adjust ment me
t hke a Wg hi CH er ¢
Modédw o all ow
changes in th
budget approv
and the numbe
registered ve
reflected in
portion of he
registration

The regul atory por
charges needs Ntad irc
Heavy Vehicbé@ HR/ERgu
budgwhi ch i s .TShea vy
regul atory portion
charges cannot be
in advance as part
deci si onsyeoanr tfhurteuel
periods.

Recovery of regulatory
costs

ti me.
Long-term scenario modelling
While the recommended pricing period is three year s,
FLCB could be expected to perform over the next 25 ye
using plausible assumptions for key model i nputs.

Modelled building block components of the total cost base

Revenue requirement in each year

40
30
=
S
5 20
@
10
& & & & S C G 9 &
§ & & £ 9 & ¢ ® &
(@) @) (%5} " Q
V & & ¥ & & & & Vv

m Line inthe sand m National capital expenditure Operational and maintenance costs

The baseline scenario shows that the total revenue r e
over time as new assets are added more rapidly than t
tot al RAB accelerate afteciahedi nODveahl RABchanfebkl ynd
stabl e.
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The revenue requirement under the FLCB is driven by a
inputs are forecast road expenditure and interest rat
Impact of various growth rates on revenue requirement
60
50
b &
S 30
E
®© 20 =
10
) > > N o % © > oV
N S & S &y oy & ®
v & & & ® J J J %
v v & 0 P v v v v
- Average historical percentage growth rate (13 years) e Average year on year growth in $m, nominal (13 Years)
Average year on year growth in $m, nominal (10 Years) - Average year on year growth in $m, nominal (5 Years)
—— Bose
I f road expenditure grows, the revenue r,ewgquirement, a
increase al so. Under the highest expenditure growth a
increase between 6 and 6.5 per cent per year between
growth scenarios, the incr easers coworutl dp ebre ybeeatrween 3. 5
As with road expenditure, higher interest rates wild/l
effect is moderated by the fact t hayteatrhet rcaoslti nogf acvaepri
Thimeans that changes in interest rates will take 14 'y
used in the model
The FLCB model inherently produces a stable revenue r
required increases or decreases in heavy vehicle char
government decisions on road expenditure.
Options for setting heavy vehicle charges from 2027-28 to 2029-30
I f the FLCB model is to be used t ®RO0dIIBE GhEEDYY vehicle
governments wil/ need to agree on a starting point fo
technically possible, and there is no purely objectiyv
Buto achieve a smooth transition20F®Bmothenagreetd ehar
charges t203%8 ltyhe nmost | ogical approach is to set th
reference to existing charges.
We have included thrhgeveoasmemltes @eptuil@dnsonsi der when ¢
point for theoptLC8inhdroeg axgatitomast eulki t her Auassterdaloinant he
Gover nmaine of return or the blended rate of return.
These options wsehehwdvwe vteH eo preldCB ocoul d be applied in pr
starting points would result in differ2emZzZ&8 @vels of h
20230
These are hypo,#twhethi ¢ &dle @ptimamy goal of informing st ak
view as a preferred startingyepgponsi deoedt hbedeBEECBpti DMK

7 | Implementing a forward-looking cost base for heavy vehicle charges
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final options presented to | TMM will be developed bas
research. They may diff er -RflrSqg m dtelpcesned i mrge soenn tt ehde if re etdhbic

The primary di ff er enpcree sbheenttweedRri Bis htéehhasp tacGh@amge t o heavy
charges that would apply oweerart hree gcuoluartsoer yo fp etrhieodi.ni t i

For e@®@dh othnher e aapet itomast eulei t her Auassterdaloinan hGotvee ronfme nt
return or the blended rate of return.

Base Case Option1 Option 2 Option 3
Preferred 2026-27 FLCB with 2.5% FLCB with 6% FLCB with 10%
charges increase in 2027- increase in increase in 2027-
continued 28 2027-28 28

Model used to

calculate heavy PAYGO FLCB FLCB FLCB
vehicle cost base

Increase in charges

0%* 2.5% 6% 10%
for year1
Pricing period Up to 3 years* 3 vyears 3 years 3 years
Inclusion of non- x V V V
standard financing
True up mechanism x V V V
* The base case uses a 0% increase to show what charges would | ook
this is only presented to compare the impact of wvarioustiopnions. |
ot he FLCB, then it would be I|likely that a further decision would
met hodol ogy. I'tés al so neteead tphratcicnhga rpgeirn go dowears a ntlhyr eeecent |l y i mp

requi rteanesngt charges over a particular time period greater than on

Alslioxpt i ons feature the same model aindp utnsf ITadoei ofnor ecast
di fference between the opt ivwhmer das tdhidei ssner triempg esEainti n
two interest Tl eo pepniimgh sRAB has been set at differen
heavy vehicle chaBgeperafe2ld pea&r02Z&é8nitRdDrZ8% nd

202%0 the increases are driven by model inputs, inclu
numbémr®m st atieess, atnedr rliotcoatl government s

Suoptions A and B relate alternative methoidonl ogies f
sect 8o8 Undeorptsiuobn A, t hebasaéd\ucft rrad ti larnnbGomde rrnanteenst o n |
whereas uoptirosuB, the rate of return is a blended r
Australian,Gevanrremamtd territory bond rates.

0
Y
a

The table below shows the percentage increases in hea
each year.

A B

Sub-option A B A B
2027-28 2.509 2.509 6.009 6.009 10.00 10.00

32028-29 4.169 4.409 3.909 4.139 3.629 3.84%9
2029-30 3.439 3.669 3.189 3.419 2.929 3.149

Yearly increase

. 3.21% 3.33% 4.81% 4.93% 6.60% 6.71%
(uniform)

8 | Implementing a forward-looking cost base for heavy vehicle charges
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Rat her t hamntghhmpée @ mepentcent age price changes each year
possible to carry out three uniform percentage increa
revenue in present value terms. This omtgi @an sitabll iek g@lay
for heavy vehicle charges.

I n assessing the options, it is necessary to note tha
reasonable expendituseméodegrnsée¢ sof Howweertrai nty around
out comes and -upesquuniarveodi. dtarbul ee

The natur eifrearhdke tlri aanaFiLtCiBo metacnsa t here is no purely o
choose the opti mal point of transition. Therefore, th
grounds.

We believe that industry affordability and the financ
considerations wlen pbeacieditregd wmi athi's paper (or any al
support. The public consultation process is an import

all ow stakeholders]tgoaEdMMmeatweiaghl,t he advantages an
each option.

From this perspective, it would be premature for the
Il nstead, we are asking stakeholders tandoemeintyonheihe
preferences. Stakehol ders may al sooutdeinmteitdhy sa lptagremrat i
The NTC will consider theRf&eadbdckheomamor el a&toe 1 FiMM. C

Consultation and next steps

The Me@kour feedback on the FLCB model. aWewnwti he gm@tui or
to respond to the consultation qtuheEextmimem®d si wi shi $ opape
of fer.

The responses to the guesotnisoun st aatsikoend wihlrlo uignhfoourtm tthhee
NTCds recommendations for 20&€d8Wyh e erhd cd mmerhdatgiesn d rwim
present ebe cii sRictogmel régtp a Anta |l ypwsxaipser to | TMM in | ate 202

I TMMitiHenm ke a fi nal decision on20@F&erde nthien g ptelte f K lcC B
vehicle charged2ga& Gapazp3d0y fr om

9 | Implementing a forward-looking cost base for heavy vehicle charges

S[[f!



§[[ f"

Part A:
The context
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1 Heavy vehicle charging context

Key points
Heavy vehicle charges apepdeghitcdsabbveeli 61 &
The chiamnglesdead useoncthiae gel and gaseous f u:
charge comprising roads and regul atory c¢om
Charges are currpepatdsyyyogoaecdasi aly ¢ alecul at es
vehicle cost base based on historical govel

Therecaorssiadgapbbet ween the heavy vehiclpayc

asvoaaonodel

and heavv vehicle charaoes revent

11 National Transport Commission
The National Transport Commission (NTC) has ongoing r
vehicl e dharngesnrittsot er s. Theae®ea i ¢hoserdgpeps! ya rned thieo rsaelt| y oa n c
fully recover the share of road const it uctboubheedaavnyd mai n
vehicl es.
1.2 Heavy vehicle charging framework
There are three components to the charges paid by hea
t hreadsechar@RUC) on diesel and gaseodhsstwal sanadmini :
Government
the roads component of the registration charge, as

the regul atory

component of the registration charge

Nati onal Heavy Vehiéle Regulator (NHVR)
The RUC and roads component of registration charges a
of building and nmaeianvtyaivneihiibcelrersadal Abory component of
ref ltehcet SNHVRG&6s budget , twhléncfhr aisst raupcptruorvee di rbaynsport Mi ni
(I TMM
1.3 Legislative context
The RUC is implemented Wwnuegdér TakelACoim@OiOwelad mdint ed as
reduction in fuel tax credits.

ThBuel ATax r eq (ierdemi atlihsettrearn sfpoorr H et er mi ne t he amount of

heavy
before

2The regul atory

applied

vehi

cle op

erators. ThenMattpubbutreenshbhtat henmp

increasing the rate of the RUC.

in

Western

component applies only in states that have

Australia and the Northern Territory.
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The consultation period must be at | east 60 days, and
increased rate of RUWGeadhet aetiyh eh nfroorproasteidoni ncreased r a

The Act then requires the ministfegronmt a hceo msuibderc amy rced

proposed inwie¢ehsadthet peri od specified by the ministe
Registration charges are implemented through the Heav
contains schedules of heavy vehicl @dThegMsedehtLaw ahsao
provides a formula to calculate an annual adjust ment
should I TMM not make its own decision on charges. Thi
used for some timear ghe hage stegitsloaticve force once t
participating states and territories.

1.4 Heavy vehicle charges pricing principles

A set of guiding principles govern the methodol ogy us
principles were agreed by the Australian Transport Co
Counci | of Australi a(nn dGw vtelren méantt isom 1 ClOAEG Ibii melt nhg on t h

The current pricing principles were designed to guide
recovers the cost of providing Thead nicn fprl eesst rad cstou rceo nfsa

i ssues of relevant public interest, such as fairness

COAG principles*

AATC direct the NTC, in developing its Determination,

l.ensure the delivery of full cost recovery in aggreg

2.further develop indexation adjustment arrangements
expenditure recovery in aggregat e, and

3.remove-saurbsssdi sation across different heavy vehicle
any new arrangement may require a phased approach. 0

ATC/SCOTI guiding principles®

fiNati onal heavy vehicle road use prices should promot

transport modes. This is subject to the foll owing:

1.full recovery of allocated infrastructure costs whi
from any class of wvehicle

2.cost effectiveness of pricing instruments

3.transparency

4.the need to balance administrative simplicity, effi
remote communities/ access)

5.the need to have regard to other pricing applicatio
congestion. o

SNot all states and territories i mpdeaevne nM@Htdhcg eesa tMioalred | Lalwa r
Western Australia anduthemplogmeaptmadiéy ev e€lbitgyl e registration
“Endorsed at its meeting of 13 April 2007.

SApproveldeTky i n August 2004 and reaffirmed in May 2007. Not e
Transport and Infrastructure, a predecessor of | TMM.
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BotthhRT@nGB8OA@Tri ncarEitasigr hgchiphn dismigeTCuntihlandetd e
relevantbauthority

I n practice, a decision to set heavy vehicle charges
t r aodfelh st wae hi edviifnfger e@irnoqpcTIPDBB@&I mspr oviindfeor mdtoiud n
al igwi th the pricing pri-ontfplwheananthakpRdbeagi beeommaddat.ii

Nochangedpri @irnma chiapvbee scnons i éepraeodt hprsoj ect .

1.5 Overseas charging mechanisms

The NTC has considered the vari,ans dohvee rpsrefamso seechdad gi ng
|l ooking ddsgB sb adsees ifgdnagpdt ta@c commodat e alternative charg

such as 't hbea sdeids tcahnacrege oemico®smisondeirneembi ves, as well
include charges for |light vehicles.

From the publicly avaidathdhba ti nnfoonremaotfieoknd, ;i wee dhnativsee e a
FLCBo set heavy or I|light wvehicl e curarregretsl.y Fpoosns itbhlies tp
| essfornem overnt se hmwhvM. GBs desi gned or operated in practic

6While binding on the NTC, the pricing principles do not bi
"The research reviewed the followi hgEUwri cspearf Umiuonri éNswadaa
Switzetridnnd,ed Ki ncdttaimt edd St ates.
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2 Heavy vehicle charges and the
PAYGO model

Key points

Y Heavy vehicle charges are curpawmmstd-go b(aPreYdGG
model ). The cost base issewag¢rmal adedr age alyf |
financial costs of providing roads.

YV Based on the calculated heavy vehicle cost
vehicle charges to | TMM.

Y The NTCbds advice on heavy vehi cwheo cnhaakregse sali
deci sions on setting heavy vehicle charges

21 Current approach to setting heavy vehicle charges

Heavy vehicle charges basge dbhesaya sysoegto s(iPPAcYeGOL & el ) . T
model calcul ates a heavy vehicle cost base as the cos
expenditure data provided by jurisdictions. I't al so a

211 PAYGO model and its operation

Each year, swbhnistdompli enased r oad etxpetnkdal hNeT @.e mp mplt at e
covers all road construction and maintenance costs (f
Australian Bur(eAmBRGMVerShmantstHicsanci al Statistics Seri
government expenditure on roads.

The road expenditure template breaks down expenditure
Expenditure in each category is then allocated to ind
matrix and vehicle usage datvehfcotm Ubki 4 BM BYe.rvveiye wo f
ot hRAYGO s¥spgdmeeaks dRPAWNGQ hsey st e m.

Figure 1: Overview of the PAYGO system

Road 3 Charges 4 Revenue

= i) iy

-]
Heavy vehicle Road user charge Commonwealth
Government

Historicalroad BB @ ——. BRY °
expenditure %%
Light vehicle % @
[

expenditure
. EeEilbme (RUC)

t ba
SR Registration

(roads component) Jurisdictions

)@VR . HVR

Regulator

NHVR operating Registration
expenditure {regulatory component)
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The cost base is calscelvegvad wyviem@aga awd indglintea dail stcosit s
providing roads. These costs, which are reported in a
all ocated between vehicle classes

The cost allocation process aims to allocate costs be
contribution to the need for the expenditure. The <cos

V aver ggesnassf a vehicl e nuilncilpkd ilerogntitya & & A G-k )
V equi vatl @amdaxrdmeul t i pki edmibiyae6ESKM) which measures pave

wear
V passermgerimul ti pki ledmtbya eé PICla) whriecahs ur e s etfhfee cttoitvael
road spaceodcadpgdanwehicles travelling on a road netw

YV vehikilleomeartawel | ed (VKT).

Unattributable costs are allocated using VKT as a def
Based on the calculated heavy vehicle cost base, the

charges that is forecast to recover the heavy vehicle
each vehicle class, on averagstspaysoattkekdasnb the aeh

Fig@beeaks down theFPAREB®ONWWW dérhe NTC processes this
and makes recommenldlaMM onsntetded € TMMb eV ioc e dmadkii snigons on
setting heavy vehicle charges.

Figure 2: Decision-making process for setting heavy vehicle charges

1 Road agencies 2 NTC

National ‘
Transport ‘
Commission

L 4

an it X
Jurisdictions report NTC calculates cost Ministers decide on
historic road base and provides national heavy

expenditure advice on heavy vehicle charges
vehicle charges

Determinations, where all/l aspects of the model and th
(considering the pricing principl estadmédaicoefhrerqudcinrtd gt i
I n the years betweemtikatte hmtnani ameualt hadj ust ment f or
heavy vehicle charges continue to recover the heavy v
Heavy Vehicle ChargiemsoMadié¢lomaawcandy adjust heavy ver
nek for | TMM to approve the change.

I n simple terms, the annual adjustment formula works
that is applied to all registtroatsiitaee chhap glkst weaentioheh
recent cost base and the previous year6s cost base, a
consumption by heavy vehicl es.

The annual adjustment formula has not been used to se

20145, TMM hésasvggt vehicle charges.
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3 Whatis the problem we are trying to

solve?

Key points

May 2023, | TMM approved hz2aviyoie®2h2 ©he avl

e chargedyipar e¢eesndd per year.
s

I n r exco®Wenrea |

ues were highlighted witlhAddestcu202ht Ict

I n
t h
i s
ompreferred heavy 26HBT|l e charges for
I n
co

creases i n governmentweaexspud ntdeidt urne tchre rPoAar(

st base increasi ngilsi gmHiefaivoya nwtelhy cdien acé azl(
in |ine with increases to the heavy vehicl¢
bet ween heavy vehicle charges revenue and 1
The key issue with the-tRAYNSC hmondges iisn tghoavte
expenditure transl ate into similar changes
cost base calcul atedli ¢ mi dsh awagye si sf rsounb jyeecar tt«
di fficult for ministers to implement chang:¢e
cost recovery i s maintained.

Stakehol der submissions during

for 12023 0i280h%mve highlighted

the consul t«

doubts about

mo d e | ovéehaVl al scoax prbeosusdted quantum of expe
the cost base and the transparency provi dec¢
Sevefrmdtures of the current approach will r
expenditure across the national road net woi
al | types of roads across t he-markti inrge amaa & pt

process for setting heavy vehi

cle charges.

Wit hout further action, the revenue gap to

remaiinncorre as eAnfyu rsthhoerrt f al | in r

evenue bel ow

need to be covered by other government r ev:«

taxpayers.

3.1 The objective of heavy vehicle charges

The overarching r egudoantsourlyR em i doknlima byt ftaotr e (@dRri 1S s
recommend an efficient and equitable

cost to governments of providing
expenditure.

The PAYGO model has now been in use since 1996,
outcomes produced by the model can be difficult

shortcomi ngs hien PAY E&Ot model

ThiGRI Sher g@frerseent s the FLCB as an

woré&ksncept utatheéry ddevdel ops sever al
charges that would apply to each
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3.2 Current state of heavy vehicle charges
Recent experience with using the PAYGO model as a bas
shown that the outcomes are difficulftoorhosi mpcémdert . T

The PAYGO heavy vehicle cost base has changed signi
equally significant changeseidre dh ¢ afvya chheédedvsetl er edhav gre
Changes to heavy vehicle charges reflecting changes

consistently been i mplemented since 2013, resulting
cost base and the actual amount Mmifclrevemargeol |l ect e
Becatdhe automatic adjustment mechanism has not been
admi ni stratedteadehdloa tand i mpl ement decisions on hea

affected | TMM, teanypooomteircaftioircsi aalnsd, t heir associ ati c
Recovering the costl iofed navsesdtme nitn ian diomgl e year cr
users over time. For example, users paying charges
cost of ,(wherkraisddature users benefit from using thi
at ti mes orfe tswapnk afnisci aonnt

These issues cannot be resolved without fundament al c
is estimated and how heavy vehicle charges are set ov

These | imitations are explained bel ow.

3.21 Instability of the heavy vehicle cost base

The PAYGO methodol ogy recovers annual government capi
a single year. Capital expenditure is volatile and 6l
significant effect on tot alr nemkemersd ihtawree .s ilgmirfd ceamtt | ye
amount they spend on roads.

This |l eads to the heavy vehicle cost base and heavy v
would be if set under a methodology that spreads capi
may be up to 100 years).

3.2.2 Decoupling of charges from the PAYGO model

Heavy vehicle charges have not been set to flwbl.ly reco
Since then, tédaevdridxlee pleeecrent age asn nwerlld vaedgues tamealnt s

charge flMagz @Mi28i, satgerresed t o an annual 6 per cent incr
charges bPeidboed0256ThenAugust 2025, | TMM agreed a pr ef
increaperoteftheavy vehicle2@Cd®m7r ges applying in

There have been sever al reasons why charges have not

cost base i nMirreicetnar sy elnawe sowgkhbveoybahantbdecosged to

i mpacts on the heanhychelwiacl el ireddystufcaghciansgy chal l enges

the i mpact df9 tplhedeédVIicDon the economy

adverse economic conditions including fires and dro
recogni siooeeahwtvehicle operators find it difficult
charges to their customers

I ndustry has further highlighted that the predictabil
to allow operators to plan and to reflect cost change
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These frequent departures from f-ahld cooettovecygpvefyhbayv
vehicle costs over Fiigdde Thi § mpordghown tiotyeat el apat t |
bet ween cost base measurement and the i mplementation
sect2i.olanldd shd&wmg Bir @

Therefore, the cost baise mmntd twmpbletadttbad geme niure any ye
charges were accurately set to fully sheddedesri ntihlearildyen
shaped, butyewirt H ag.t wo

For example, the heawvy 228 Hiecsligmeasd rbeasevdroead t hrough
charges t h2att2Baphpeegti mated gap bet ween the heavy vehic
estimated amount of heaviyd OvZebhii &b e$ltchlakr iges. revenue

Figure 3: Estimated cost base and heavy vehicle charges revenue outcomes

8

($ billion)

-—fil= Heavy Vehicle Cost Base == Heavy Vehicle Charges Revenue

One of the objectives of i mplementing the FLCB is to
establishing full coswietbcbherproeiengt pmibrerciaplses. Thi
the cost of building assets in any one year wil/| be r
shown in modelli-mgcoweamybseveée tasgge expenditure incre
dramatic increases to charges.
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3.3 Features of heavy vehicle charges not considered for
change at this stage

Repl acing the PAYGO model with the FLCB will change t
calculated and how chartgieme atrTeh dirinepdaernee nsteevde rfarlonfi eat ur
current approach to setting andwiclodidh @ augrechggr htetaer yF lLv@Bn.i

3.3.1 Averaging and cost allocation

It is common for an infrastructure charging regime to
measuaingerdés precise cost on the network is either i
framework uses several tytplees ods tas eatatgriinlgu tt b lcea | tca | dit

clasteisscl udesg average usage data for each heavy veh

The FLCB model requires usage data for each ¢l ass of
tWate SMVU dahas usdedNd&ta from the 2020 SMVU and dev
tose in the model

The forecast data is derived by holding the average u
VKBnfluel consumption and gross tonne kil ometres (GTK)
and forecast growth in thilei vies a¢serhFiaddfydtvieins cpaepdid ee
Costs are allocated to each vehicle class based on th

Usage data is based on the 2020 SMVU. Given the |lack

outcomes at the individual vehi cRequliassagneéebe thoebagt
revenue for each vehicle class to cover the allocated
changes ba®oddaten iomdtor mat i ont.heéNipgrhe vihdws ianp primadch of s
registration charges to ensure each vehicle class con
not been applicshhdheigei mgcem ocesses.

I n recent years, heavy vbhsedteaocoharsgensy hawe dbeecere assd tn
existing charges using a ctohmamorne lmautlitvie | megh atfihad & @&fn saw

same between differenThhesaappvebacth|l basddawsalmgcent i nued
FLCB.

Usage data and total charges paidl avd dwliahde bei fdfidf emte nft
the average values calculated in the model

of vehicle w

As a rinedsiuwliaggeealat ors of a particular type
I ri butable cost f

equal to the average al ocated or att

3.3.2 Setting average national charges to recover national expenditure

The heavy vehicle cost base i sirdedraitveedd rboya dmeeaxspuernidni g uh
all jurisdictions and calculating a national heavy ve
to recover the cost basenathiromuaglhl x.haTlgies metalt o daleo gyet
the revenue received by each satbat e udrurtee rerxipteonrdyi teuc uea |

creating a possible disjoint between investment and r
A state or territory wundertaking additional new capit
the full value of the additional expenditure, while t
still benefit fromhelheyr eehl cilrgcihmecrgeaseé oi some degr e
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3.3.3 Charges apply nationally on all road types

Heavy vehicle charges apply nationally regardless of
that a vehicle guavellyimalaidehvesgy po @rpro®ceiseirvg ce qual it
compared with an identsmabwékebnst eruoctatdadel | i ng on a

Road quality will affect fuel consumption for a given
be highemuahipyoroads. This may result in those opere
roads paying more in RUCewbl |l efegpevieacing a poor |

On the ot heaormsatnrdy c tweed | r osauwdsst aaidna nhladgskesdhteya vtyo ve hi cl e use

resulting in I ower unit costs compared with poorly co
charges apply uniformly, it-qual atygorpadsi bte tHhaaduaa
compared with useoasdo®f Thevesameamayyapply in respect

vol umes.

3.3.4 Limited number of pricing instruments

Heavy vehidlne lnddger gtersat i on charges for different type
applies -doi waéh VYelkilcles. This | imited number of prici
char gedse saireme e applied nationally, eveaprtiicti nngs not po
out comes. For exampl e, it is not possible to ensure a

cost s.

3.3.5 Input data limitations

The PAYGO model uses SMVU datasets from the ABS to ca
published these datasets annually wuntil 2007. No dat a
surveyumewi th the collection frequency reduced to onc
frequency of the SMVU to once every two years has req
intermittent year s, reducing reliability and accuracy

Al sot he SMVU dataset originates from a survey rather

making it an estimate rather than a precise measure.
associated with cerntodihnre nviethaitciloen colfa stshees .suA vey met hod
SMVU dat asetr eiportthenegélofd of data coll ection. Poor r e
mi sunderstanding of the question can contribute to in

The ABS has confirmed that the 2®20iisfiNdddsi sgathe | ast
feasibility of replacing the SMVU, it has been necess
Conseguannew alternatwivehedadicad s ber Setduidoncusses this
det ai l

3.3.6 Non-deterministic charge setting framework

The NTC rrmeackcensmend @t il @iMdMnat i on.dBlutblearege® mmendtati ons ar
binding ,onooirTMiMat e and terri-tmpyegmemeannment andNanwi de
concessions being offered across state and territory
nati onal nature of the charges. The cbmpgéehgnéramewor
governance framework to guide what conditions shoul d
| eadasd tipad cewg evi e
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34 Addressing the revenue gap

PAYGO is designed to be a cost recovery mechanism whe
the identified heavy vehicle cost base. From time to
Determinations are major reviews noofdetlhea sPAYedA neest hiotdso
are reviewed and possible changes to the model consid
adjustment formula was intended to ensure heavy vehic
reflect changed cilre tcloestheaawsye ,velmmsuring full cost recc¢

When | TMM was considering the issue0df84s@&d2%k6ng heavy
heavy vehicle charges had not achTiheivse dc ofnutliln uceods tw hreenc o
considered heavy 2@hdTcheAuvbhadmed@®brti on, the automati
formula had effectivelow dar nmirreipd tacreidalwi d éhc iyeiaons on
charges.

Over time, a ssdbpdmeand iwd Iyeatpwehean t he amount of revenu

vehicle charges and t hé& hwesswy wukeihginkcal beo vceo.st base.

There are several factors that have contributed to th
Heavy vehicle charges were either slightly reduced

increases of 2.B21pearndc e2n.t7 5f opré220c2enrte flooawe&r0 2tlthan i nc
the heavy vehicle cost base.
Government expenditure on r oailsl ianncdi2e2a0s2eldn dseirg ntihfe c a

PAYGO model, these increfbescodtoeh mewitiiatseirse because
the basic premise of the model is to recover expend
is recovered two years after it iIis incurred due to
i mpl ementing the charigtes Weisli gntellle t BAY@Q omaedel uses
moving average to smooth expenditure, the averaging
volatility in the heavy vehicle cost base.

Wit hout further action, the revenue gappetrosifsutl |l y reco
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4 The scope and approach

Key points

The FLCBcamwdleé¢é used to measure the cost to
heavy vehiches$ s tkhreovreaavsy vehicle cost base
setting a combination of heavy vehicle regi
recover the heavy vehicle cost base.

A basic principle of the project has been 1
produces obhtoeatdosnypedo t he outcomes producec
system, while seeking to address identifie:
possible. A key objective is to address dif
yedrear vari atsitonbsasien, tcheepacrot ures from t he
poor -gennteerrati onal equity outcomes fintheémeasa

net wor k.

41 Scope
The scope includes developing recommended approaches
parameters:
expenditure forecast categories, expenditure report
reporting of expenditure forecasts
expenditure forecast methodologies (including for |
treatment of t ol s traonaddasr da nfdi noatnhceirn gn oanp pr oac hes
setting asset lives over which the capital expendit
devel oping a methodology for setting rates of retur
invested in the network
cost allocation between | ight and heavy vehicles, a
where necessat ympbeimedghtee nteinftreevdepe excl udes a compl
review of 9Q9gost allocator
applicati-ohh®dnéa dpmreoach to set the value of the i
a recommended approach for how this asset base can
options for hregul laeo bapseenRABg) can be all ocated bet wee
treatment of inflation
how information wil!/l be published and how governmen
transparency around how the heavy vehicle cost base
for specific heavy vehicle charges are developed ov
providing a methodol egly dwdepeeadili agevwd Oimpamasd s
The NTC has coll aborated with road agencies to develo
model i nputs. The expenditure forecasts are based on
mai ntenance.

22 | Implementing a forward-looking cost base for heavy vehicle charges

S[[f!



§[[f"

I n assessing the performance of the mddesl@,dnddadtemrqovi d
I TMM, the NTC has assessed:

the sensitivity of model outputs to fluctuations in
the i mpact on governments

the i mpact on the heavy vehicle industry in general
the i mpact on remote and rural communities

overall economic and fiscal i mplications.

The following issues are out of scope:

establ i sh the value of cur-r# hamdsepgpr wadhler t han
changes t he pricing principles, unlessedtdaty ar e
all ow thi ype of cost base model to work in pract

ng

t

t

thel TMBMponappi 6viygoieavy vehicle charge
changes t N Hh\eRawpapyr otvheed budget is recovered through
of heavy ehicle registration charges (although <cha
over time, and the methodology to allocate the amou
veHiec types may be considered)
changes to any of the cduwrcrleundtignpgti rcatnigo meRthaarng essmsa n d

i
0
s
changes to
o}
%

u
h

(dst abnacseed charging and inclusi oal etvtenhesdchhaerei snmogs f or
been considered

changes to the way heavy vehicle charges revenue i s
Australian.Government

4.2 Approach to developing the FLCB

Devel afhkebh @B modiednclheadedr al phases:

scoping
reseaamrcd design relating to:

reviiemgver seas approaches to setting heavy vehicle

of ELbLhEB

expendf bueeast categories, guidelines and boundar:i
treat mdnt ol | road-standaotdhé&rnaonoi ng approaches
asset lives and depreciation rates

rates of return methodol ogy

cost allocation

al i-n#® heandppr caancdh opti ons for allocating the initia
treatment of inflation

information publication and transparency

met hodol ogy f or -are ad-d ehege nvd it thu roawied dmparaesd s

Many of the research/ design topics have already been

FLCB model. The focus of this project has been to bui
testing whether the approtayghleGRaldeevlie | aorpee da pf porro ptrhiea tper oft
i mpl ement able model, and whether they could be enhanc

Figdsbhowhe approadbvebiighn st onodel
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Figure 4: Approach to developing the FLCB model

Policy design

Overseas approaches
Expenditure
forecasting
Expenditure
categories &
guidelines

Toll roads & other non-
standard financing
Asset lives

Expenditure forecast development

Model development & scenario analysis

Rates of return
methodology
Cost allocation

Final decision/
approval
(if required)

Opening RAB
Treatment of inflation
Information
publication &
transparency
Methodology for over
& under expenditure
Usage data
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5 The broader context

Key points

YV I'August,l TMMBqueased matt er fdfe pNr@iGonrsiutaytr LCrB
model as an alternative way to set heavy v

Y The earliest that the FLCB could be introd:
20278

5.1 Road infrastructure context

Each gteaatrptdr r igtoovrer nment Berepopobad expenrdigtusreeo wwso t he N
t hsttaaethrrrirtooardy expenditure increaséd6 siHhlif8aeamatl y be
203225 $&Bbi.l )i on

Road expendint @afi éméigfhh.ati acrease in road expenditure wa
factors including stimulus expenditure in response to
the road net veoxrtkraapac ptpvidecapital cities.

The plateau in road expenditure in recent years is du

of some major projects and competing budget prioritie

Figure 5: Reported state and territory road expenditure, 2010-11 to 2024-25

25
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@
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9
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5
0
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N ~ 2 A~ 8 IS %’\b & /\/'{b 2 P 5 ) \/f)()’ P o P
X P A K & K & 9 S s o> o
v P P P P 0" P P - o) 0y ) - -
Local road expenditure has increased in recent years.
al abf edhtes i ncrease in the huethiwrwmehiachrel atcstvebaysas mall

the total heavy vehiwilteb acdo setx pbeansdei tcuorned &oins dairst esrhcawn rior
Fi ge6r e
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Figure 6: Total local government road expenditure, 2010-11 to 2023-24

2 10

C

O

E

€5
0

N N ) Na o "o Q N D O P v P b

0,\0/ S 0@/ & ¥ 0(0/ 0\@/ O'<\/ N\ @/fl, oo Oq,/\ﬂ/ (ﬂ;l/ ‘fb/q,
O S S S, S ) ST S S S S

The NTC understands that recent expenditure has focus
existing roads. Anecdotally, expenditureeanputgdhi nt ai ni
i mprove the conditiontaofr etvleente xai sdteicdng nree tiwmo rcko nadri t i on

areas.

5.2 Broader economic context

ABS gusbhesw that the Austbpyipam cennooiylSgirteawvaci al year
(Figure 7)

Figure 7: Australia’s annual GDP growth, 2010-11 to 2024-25
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Source: Australian Bureau of Statistics, Australian National Accounts: National Income, Expenditure and Product June
2025

In the 12 months to December 2025, the CPI increased
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In terms of therfAusteabubal obke
poinhbhsits ®madreereanrty

Austr@DP aqirlbpamtéhcovered over the past sgearoand issfor
potenti al growth rate from 2025
The | evel of GDP at the end of the forecast period
statement, with an upgrade to private demand offset
The unempl oyment is forecast to ishnasekadsel osieghol ¢. b
per cent as GDP growth settles around potential gro
The RBA assesses that there wi I still be some capa
economy over the forecast period, but the RBA notes
The outlook for inflation was revised slightly high
out come.
Yeaernded headline inflation is expected to remain at
returning to a |ittle above the midpoint of the tar
Some downside risks to gl obal growth remain, reflec
configuration and i mpactpofitrade and other economi
SReserve Bank of Australia 2025, Statement on Monetary Poli

Reserve Bambeof oAustr

Pol i c2y0 205f wN 0 ¢ B mh< e mrserdiaed toyw
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Part B:
The FLCB
Model
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6 Conceptual overview of the FLCB
model

Key points

I f approvetdhde yklodBMM, be used to calcul ate t
applyi 2 2ZB8o m

Heavy vehicl deshaimogéesecaorveer government sé ex
for heavy vehicles. The expenditure includ:
developing road infrastructure.

ThELCMRBet htoedt dleisginthar grm@ngements in other

I't calcul ates charges by spreading the cos:
l'ifetime of those roads, |ike a business m
The required revenue is the sum of three k.
and operational and maintenance cost s.

6.1 What is a forward-looking cost base model?

I n August 2@2%echdtTMMe NDGQsa#haoal chatt eonmomBL QiEoidoerli t vy,
as an alternative way ¢$bf seappheaeg behi TMB, chthrgeul d
heavy wehirglee20Z#Z8 m

Heavy vehi calianoc h@rcgeeer governmentso6é expenditure relat
vehicles. The expenditure includes the cost of constr
infrastructure.

What fundamentally wiharegeu,r recamparagdngements for rec:¢
expenditure, is that the revenue requirement wunder th
rather than historical actual road expenditure. Il nste
roadd mecovering that spending shortly aftefr it is in
|l ooking approach where t hmre ¢ dtead smaiisn toani nt haen de xepxepnadni dt urr
consi deorrierciast deuajneactantdo service and technical stano
Anot her key difference is that the cost of imfrastruc
FLCBhereas it is recovered in a single year with PAYC

AdoptmnmlgCay be particularly important with the growi
services and givenlithed ohatmpryd afhdr ¢ @cdc gd entf triarsg rpurcad e s
reduces chabgeavwvbhagiebki aye more st abhies utinsleedmuamad b rCyB
of government spensimngadnovendshe | ifecycle of each r

UndenxFLaCB, the amount of revenue to be catnhexzlt ed thr ol
revenr@gguirdmMRMit) i s calculated with defer ébeehdladnall t he b
showmi g@8rMméis i s why the FLCBbusl|l dlfc@enderlef erred to as
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Figure 8: The operation of building block components

Revenue

Commissioned
Assets
{Year 1}

(Year1)

‘ requirement

Depreciation

/
yd

Opening
Asset Base
(Year 2)

Opening
Asset Base .
(Year1) Return on capital

Gpening RAB X WAGC

The sum of the buildiintdieblreodlesnnugi tdaatt ygovERM ment s (a:
entitled to receive in each year of the regulatory pe
operate their road networ k.

At the end of year one, the opening value of the RAB
depreciation building block from the opeal hgd RAB and
@ mmi ss iaonetishat i s, adding in the value of all approv
asset or upgr adctes an existing

To ensure charges reflect actwual rather tuhpabn f orecast
process. As part of this procwissht azlt unévenxpendAnwrwen
overrecovery would be added to or subtracted from the
only pays for investments that are actually delivered

Table 1: Building block components of the forward-looking cost base

Building block Description

Represents the value of road assets
regul atory period.

Opening RAB Thenmet hoflof aighe opendwmgi RABt he f i r sits
outlined | at er.Beiyno titbhei sf idrosctu nreengtul at c
RAB wi || be calcul ated as al |l atstsett
have not been fully returned.

Return on A return on capietnslurdese cwd caid lalt edt ¢

. the same value as revenue coll eched

capital wei ghaved ageattapi tWACC) to the value ¢
.. Compensates a road manager for the
Depreciation RAB, providing a stream of income f

(return of assets. E a cfho ramslssee tR AtBh ahtas an est i mat
capital) determines the rate at which it is
of those asset depreciation values

Al l ows a state road manager to reco

Operating _of providing road services.-caTmietaolp_ei

expenditure is not addebetatutbbs RABe of expendi-

regepr eiviag r oad csocenrtviincueoBuxspleyndi t ur e t

(opex) opecxat egory is typicahabe metflhaatisev eelxyp

to last |l ess.than 12 mont hs
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6.2 Using the building block model in regulated infrastructure
TheLCBet hod brings the calculation of charges in clos
infrastructubue Isidiotmadels THexi bséerandhbhéscawptr dbased or
accounting principles. The method is widellyn Asusdrfadi
its used to set charges for infrastructure sectors su
water.

The method is adalosegeviimdelopolyedr a small number of pl &
requi rlei Meodhgassets. 1t is used in other regulatory re
Ki ngdohtegni ted States, Asia and Europe to assist indust
competitive markets.

The Australian road network shares many similarities
capital and operating expenditures, |l ong asset I|ives

the services and the | odngCBethes 0Ff mppdopssate, foher e
services.

6.3 Reducing volatility and providing certainty for future

charges
A key aiFnh GiBfs ttloetrheedl @é¢ i | i tyFiodulcd a® gdheprlaest ¢ been
examples of substanti al changes in the heavy vehicle
UndenFLCB heavy vehicle charges may still go up if gov

gover nment s BsupreFddCwBoeusisd. see charges move more slowly |
under the current charging system.

The FLCB represents a more stable way of setting char

way to fund road construction and maintenance into th
expenditure on assets for pheategobkbatofyapeonaddyewibtek
6economicd | ife. This provides for a truer reflection
counuphgoxmptendi tiuhealipsso t o smooth the cost base/revenuece
the aspendieture is lumpy or cyclical. I't makes the he
shotrefrhuctuations in capital expenditure.

The benefits of the FLCB also include:

more efficienbecasebeal | beatiyohe of an asset is know
an evidence base for investment reform to support m
Il ifecycle management rather budget allocations
greater certabedcyotiergesndwislllroydbkei nfgoramad dpl anned ratt
hoc

f aiirnetrer genequittiyon@audt comes. Capital expenditure is ¢
road users only. Under FLCB the capital kReapawséture
costs are recovered over the Iifetime of the asset.
FLCB will change the incidence ofcahiitcahl geexnpeamdiitounr
associ athedvwhirbolaed servi ces.
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Figure 9: A demonstration of the impacts of a volatile expenditure timeline (25 years)

15%

10%

ANAAR

-5%
- carly change in the heavy vehicle share of government road expenditure

Yearly Change in FLCB's Annual Revenue Requirement

In comparison, charges set under the FLCB model would
moddlf governments make sudden ad hoc increases in ex|
spread ovcvausfiemwgmmeudden and steep changes in heavy vehi
vehicle operatorskELBnsremesaes,i nndapit-bi vedperoddtasse
do not result in immediate significant changes in the
operators.

6.4 Improving the price-setting process

The proposee@et chmggerocess r e.dhaeegaeseharoge wdlaadtliel iuthyd er
FLCB because the recovery of government spending on r
road asset. It algogbasrnmenpst ehtei abnfodence to prov
the funds for more opti mabeaagefemamaeagémegetpraasctieadsy
revenue. Future charges are al sye&momweg wlnat @y ddyd lad.l

Both industry and governments wil/ have (¢rbeataaurseconf i
any discrepancies between f or eucpastT hamnsd iarcptluaels ctohsatts w
on roads is heawwhiresderfsr.om

Question 1: How i mportant i s tthhee
Haveyoursay volatility of heavy v

Question 2: Do you s
l ooki ng

Question 3: Are th

pport the ¢tr
ost base met

ot her issue
when | TMM
o&«i wgr ¢ os't
cle charges

-0
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Detailed design of the FLCB model

Key points

Y The FLCB model is designed to include a co|
heavy vehicle road usage across Australia.
expenditure.

Y Shotrdrm road expenditure forecasts are rece

YV Local government road expenditure forecast:
ABSovernment Fi namdiasletSt ati stics

Y The cost allocation assumptions remain the

Y The proposed FLCB is designed to accommoda:
the di-sd saendt ec htaor gres iod eermi zsesricmon i ncentives, &
include charges for |ight vehicles.

71 Introduction

The FLCB model is designed to nclude a comprehensive

road usage across Australia. This section gUFEmMmManrieses

10)

Figure 10: Phases of developing the forward-looking cost base model

Phase 1:

Scope & Plan

Align with agreed actions
from the Heavy Vehicle Road
Reform

Consult with members of the
industry and government
working groups

Work with jurisdictions on
improving expenditure
forecasts

Current phase

q

Phase 2:

Design & Build

Revise the data collecting
template to align with
jurisdictional data

Request and collect the data
agreed in workshops

Develop a dynamic model
that cost-recovers road
expenditure

Allow flexibility for different
charging mechanisms

\

\3 v/
The nbde been designed in consul
incorporates feedback and ideas
coll aborative discussions have
information on the consusecatibdon
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Phase 3:

Implement

Summarise feedback on a
range of options in developing
a FLCB for heavy vehicle
charges from 2027-28 for
consideration by ITMM.

Present road charging options
to ITMM

tation with govér nmen
received through indu
nfluenced Mbeepropose
process is outlined i




§[ [ f!

7.2 Overview of charge setting

The chsaertged ng proceshattbireg kleg( rheofGlrl easl so t o Figure 1

1. Revenue renfgthimoednelng cal cul at es
forecast road expenditure for

2.Usage and demanthdmbdukeastsi

and includes total kil ometres

all ocate costs to different
3.Cost redhoivsedy!|l e cal cul at es
recover that ARR and cal cul

Figure 11: Proposed charge-setting model overview

Revenue 2 Usage &
requirement

Jurisdictions report road

expenditure forecasts

TR

demand

v
Jurisdictions report
registered vehicle numbers

NHVR budget

Australian

Bureau of

- Statistics
Australian

Bureau of .
Statistics Road usage is based on the

2020 Survey of Motor

Local government road Vehicle Use (SMVU)

expenditure forecasts
based on ABS government
financial statistics dataset

the total annual reve

each year.
mates the number of vehi
travell ed,
vehicle classes.

heavy vehicle road charg
ates the total

aver age ma

revenue r

Cost
recovery

National ‘
Transport ‘
Commission

NTC calculates cost base
and provides advice on
heavy vehicle charges

Charges calculated

Road user charge
(RUC)

A Registration
(roads component)

Registration
(regulatory
component)

A brief description of each nbedwtf# st Bepdavadsedupoesha

appli aafen oni deedt Vv a6

7.3 Revenue requirement

This modul e cal cufl@an easl Iti hvhealttiowdtse abnmeosuen t naefe dteedv e n u e

compensate road managers for costs in building an
vehicle road users. The FLCB model <calculates the rev
the building blFiagk® .in each (

I n each regulatory period, the FLCB model aims to ens
V a rate of return, or é6interestd, on the RAB (known

YV any repayment of principal
owner s .
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Roads are prawptedigbhogwrer nments as well as | ocal gover |
road expenditur estiash ppdrrorvirtdoardy b gwtdodeeetsai | s of | ocal go»
expenditure on |l ocal roads are available from the ABS

St at eteamnd:t oAryt ereixgplenrdiadire forecasts are obtained f
territori eshell juerdi NsTddt ditaiscecsaasd expentdenamhe aodd
expenditure to NTC cost categories.

Local government rFmaccasksrmdistedr en i nformation prov
Government Fi namdiasletSt althiestei as e ei ght | ocal goverr
representing all |l ocal governments in the correspon
expenditure amounts are applied to each forecast ye
Usage :PadwaibdyedAB& ndsed in combination with a cost al

costs to each vehicle cl ass

Tk revenue requirement for the second caonnds isduebpsse qu e n't
from previous regulatory periods.

7.4 Usage and demand

Akegharacteristic of therodadt nedatwonr&«. iRoads prud viide
passenger and freight trips, with the former being th
traffic comprises a much smahdehasompbdhenendofi mphal sd
Al't hhhe@alvy vehicles form a relatively minor part of tc
di sproportionate amount to pavement damage and hence

deci sAcaxrugl.gited er mijenavy vehicle charges is fundamental t
recovery is achieved.

The objective of this module is to ensure costs are a
usage characteristics of that vehicle. The all ocation
are set so heavy vehiclethd¢e¢iassals,l oaat adgshhape ofecoead
Costs are allocated between | ight and heavy vehicles
all ocation matri x. Four key parameters are used to al
cl ass:

average gr&ss$ omas slem) (AGM

equival ent sltkainldoamedt r&ers) e(SE S A
passenger l kiakomaei tkss) ( PCU

vehicle kilometres travelled (VKT).

The cost all ocation matrix determines the attributabl

Th8MVPEProvi deuss er ceasdfioma teeascale b r r i Meohriyc. | e amuenblearse d
jurisdictional registration data t o Tieosvteirmaaltle atnhde froerv e

vehicle c¢cl|l ass.

The AB®Spped ptrhoedusxMVly in 2020. The SMVU was the only

i n AusTthrEaelpiaar.t ment of I nfrastructure, Transport, Regi «
the iIAtsurrently investigating an alternative for the
usage has been established, the datwhewi Iclalbceuliancionrgpor

charges for future regulatory periods.

In the absence of SMVU data, the FLCB model has extr a
aversagdhe average mass ,anKiuled maitsreas pterrawelhlied e type h:
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by the forecast innunbheer hoefa wye hviechifeost ec 8t etotal pusagde
i nformati on

The number of vehicléebabsrdtbe fhereeocambeyeafsregistere
trailers in @2adhhipgromidhbhct rends

7.5 Cost recovery - heavy vehicle charges
The model <calculates a combination of registration <c¢h
revenue requirement, or heavy vehicle cost base. It d

the same factor.

The allocation and assumptions used in thet&®hb€&B model
PAYGO model and continue to followrtlieseAT® gainhdke COAG ¢
revenue requirement for the entire road umsatgeoralndi s al
demand forecasts

Both attributable and unattributable coshes are all oca
calculation ofwasthi btbatbot eelntspusrties etdhe r egi stration an.
applied to hweeasyf vebi ehtesforcolehepthipviéted ssesdhatre of
attri bwtaablcost s

Thpricing principles require that all heavy vehicle ¢
mi ni mum, and t haat ttroitladt aclolsd sandhoant t ri but able costs)
recovered in aggregate from all heavy vehicl es.

However, it is important that each of the pricing pri

and t haotf ftsr abdeet ween achieving the different pricing p

The FLCBO6s inputs for expenditursa tanids utsoa ghee deax pae catreed
actual values will differ fsemttimg fpooneecsst s Mosedviem ,
data has bebeans ofdohec2a820 SMVU and the historical numbe
This means that awwbesstdiymbted wafencwvedhs cle cl asses i s

From this perspoatsiidte rvwd thled NTdCt be appropriate to cha
bet ween registration charges for different vehicle cl
registration charges hawe paert gd eareidvae d obng ZcBhtaa lgiersg f or
which preserves their relative magnitude.
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7.6 Key data sources
Tab2lei sts the sources of data to calculate the
expenditure and allocation data parameters and
is transformed for the FLCB model
Table 2: Key data sources used in the FLCB model
Dataset Description Usage and importance Source
The FLCB model i's de
Arterial Forecast C.comprehensive view ¢
road operationa jpnc|yuyding costs sper _ _
. mai nt enanc: Jurisdi ¢
expenditure 4 fostslThe NTC has worked
forecasts regul atory to develop expenditt
sed as a key model
rihfeea:!g:anghis is based on the _ _
Asset life . the network. CapitalJurisdi
category b . )
) . X . cross the lifetim
jurisdictio
The FLCB model i's de
comprehensive Vview
Local including costs sperBased ol
Forecast c.ontywesage shamheavyig ! Nformat
government _ . - from t he
operationa included in the cost
road maintenanc. Costs primarily proy80Vvernm
expenditure |, (.4 costs access/amenity of | c¢Financizé
forecasts excluded from the cc¢Statisti
dat aset
Forecasts at leleabtaessetd
spend
Capital ex Capital expenditure
Insurance ¢, ged by payments or funding
andDRFA- payments o relief arrangements
funded by the Dis. the road expendituredJurisdi (
capital Recovery F avoid double countir
expenditure Arrangemen'recelv_ed to provide
( DRFA) expenditure
Any government rever
Public Private Partr
roads or other inno\
funding for the relce
Toll roads excluded from the cc
and other doubl e counting of r
non- Roads fina provider deod axhmpendit
means otheisame nowobé hcemsntys pai dJuri sdi ¢
s:tandc?rd registr ®&WICthe PPPs, toll road:¢
financing financing scheme for
approaches jurisdiction will be
base. Al costs and
recorded and netted
costs/revenues assoc
expenditure has beer
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Dataset Description Usage and importance Source

. .~ The re
Australi ad:

regul ator -compon

NHVR e

heavy vehi f&ecov ;
budget participat regul at opoy pAest
'urisdicti'regmator for a
: participating |

S
t

-~ 0 Q
< 5 =

cob Associ
a met hodc
capitteal

Marsden J
to develo
cost of d
changes i
causing Vv
requir eme
model . Th

a
p
e
n
0
n
e
nati onal Y

m

T issi mpdnd replic

government or
organisation w
portfolio over
The cost o accurme fedggocvte r n me n i

Cost of forheustr al of debt capital an
Gover nanedhh parameters

staitterritoﬂ hi
government ac
st a

i
b
T i based on publicly
information, or in
government treasur
e n

1

Australd.
Gover nme
Gover nme
Security
bon,ds

eves a reasonaavail abl
ility over tinl6byear b
rates

Th
ab
T reflects the way
pri
ou
t

S o< o

Capital

government depart
and ablegutbaiohy de
NTC

I n estimating the ¢
it is assumed that
100% debt, 0% equit

Cost of debt for go
agencies does not i
premium or any debt

— &  ~+ A"

Mar sden Jacobs Asso
engaged to devel op
setting the inflati
avoi dst sathmrdahanges i
rates and inflation RBAOrec
revenue requirement and tar¢
FLCB model. Dlyyg matlt’ates
nati onal value fo

A MmN

Inflation

- -

a
Anticipated inflatic
into forecast price

n
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8 Model and policy design parameters

Key points
To ensure the FLCB moded mecmbewvecf i key op¢lei
design bhvbocks investigated, including the
depreciation methods and asset |lives, rate
and other financing arrangeme-nps, bBattodgc!

vehicles and recovering regulatory costs.
Each of these design choices were presente:
the design phase.

Ther eseavegreasli gn featurteammldusrdcde imgw t he FLCB calcul a
requirement. This section describes the nature of the
approach.

8.1 Expenditure forecast categories and guidelines

The NTC eng
expenditure
sensitivity

aged clomtseurlntaatnitosn adp uGo n(sQplusa)nd sy elhow WSP,

categories for the prototype FLCB model b
to heavy vehicle road wear.

I n March 2017, Opus produced a report aoffLC8B8cbmamendded
on these principles as wel!/l as having categories that
categories. This-iwvmpalcd ¢mamise ta olmhowr om PAYGO to FLCB

Opus recommendedatwmgotibwmebs @ouf@l The | evel 1 categori
become the basis to the current NTC FLCB expenditure
categories of I evel 1) have become part of the defini
expenditure guidelines.

8.11 Options considered

Foll owing furthseseodbdasaroleilntgh et pe ot ot yp,dg heL @B Cmod e |
made minor amendments to the c.atEigaocignileys irnevcool nvneedn dreedmob
&art hdoforrakma nud d gaodadasnd making it its owdedatneapstrigopnand r
separate category.

The expenditure classificati onesncugde abédomw deaei gindd etr @
depreciation rates and the extent to which heavy vehi
Tab3lei sts all the expenditure categories in the FLCB
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Table 3: Expenditure categories in the FLCB model

A0 Asset servicing and operating expenses

A200 Corporate services

B1MO Mai ntenRacemengurafnaldimpcgr.Ri ng

B120 Mai nt enhnBmiceégemajamrd cul vert s

B200 Mai nt enlinciemal or nil i mpact by heavy \

C1M0 Land wunder roads

C120 Eart hwor ks

C210 Pav e mieRitgi d

C220 Pavememltexi bl e

C230 Pavemeltnseal ed

C310 Sur fiakcsephal t

C320 Sur fiakper aged|

C610 StrucitRBirriesges

C620 StrucitMajesr culverts

C630 StrucitRetessi ning walls and (other) struc

C640 St rucitTuurersel s

C670 M&E, | TS gahntdi ng

C810 Pl ant and equi pment

C820 Land and buildings
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8.2 Depreciation and asset lives

As highlighte® a nk esyecptairoon of the building blocks that

return of capital to the road services provider to co
reduction in the value of assetsaoveuntth@&hrslisedatfe
the return on capital that compensates the road servi
the asset over time rather than i mmediately.

Figure 12: Depreciation and return of capital — two different approaches

Accounting depreciation Return of capital
Each year the carrying value of the Assets that do not Each year an amount will be returned to All capital assets can be
asset will be reduced to represent the decline in value, such as the asset owner representing a return of declined, regard|ess of if
diminishing value of the asset land, are not depreciated the funds invested in creating the asset they diminish in value

I * l
At the end of the asset's useful life, e.g.

when it requires replacement, the
carrying value of the asset will be zero

Upon inception the
asset will be recorded
at cost only

Upon inception the
asset will be recorded
at cost or fair value

At the end of the asset's useful life, e.g.

when its no longer productive, the
carrying value of the asset will be zero

Depreciation is cal culaactceoduitnismghper enmidaetli airs i mgt amcmd o |l o g
showriignte As highlighted in section 7.3, a key part
revenue requirement is a return of capital to the roa
depreciation. Depreciation is thelidéd@duatsi éomeiyndieherva
wear out. This is different from the return on capita
the cost of recovering the cost of the asset over tin
Two inputs determine how the return of capital i s cal

YV thedepreciation method
YV thdife of. the asset

8.21 Options considered

There are many differ gonutthmeptr eco ramo winy nieh gh-loddtsea i g h t
met hod, in which an asset is depreciated evenly over

The FLCBusnasibkegepreciation met hods:

YV the s#riamieghtet hod: whereby an asset is depreciated b
l'ife of the asset

YV the -symars digits method: where an asset is depreci
over the course of the assetds |ife.

Figde ghlights the operation of these two methods.
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Figure 13: Comparison of the straight-line and sum-of-years digits depreciation methods

Straight line method Sum of years digits method

The amount of depreciaticn each year
reduces over time seeing the asset
v

Straliigme depreci atopnsi ddrgeleé¢daal ty method in both acco
appl i chaeci eoungsse

The amount of deprecmtlon each year
remains eunl| over the life of the asset

YV provipdreesdi ctabil ity and stability over the assetds |
Y issi mpl e and consistent
YV improegsity by spreading the cost of the asset equal

The FLCB model -luisrees dce prteaiigthiton applrtheadtly feoxrc egpltli ome w
t he IRMIBt i air# Wsanned anshsi avth,l | uscely @aadsisugni t s approeaicsh
out !l i seecd DioB. 3

The stilrianeghdepreciation method can be calculated in e
regul ators have favoured real deplriece aappmeadadals autke t h
assetbds real cost eVbn&Elgisd geoe dpirtosmout see fiunlt elrigfeen.er at i on
assumpthiadn future users wisl |maveah tuced a yhéess eu sseerrsv.i clefs a no
depreciation method is used, then a dollar of depreci
consumershaomdaydol |l ar of depreciation in the future b

objective of achievi ngcadmpeerrigseore raaft i-hoommd n éebqpus & cya & tAh b n
i nf Isattreadli igghetpr eci ati oRi gdB8esehown in

Adopting reasedsgier exieadt ifomr t he RAB.Thev ableu e noffl attheadt e a «
inflation adjustment will need to be deducted from bu
asset is recovered over the Ilife of that asset. This

Y the return of cadpstah b@tfbdingobtbekreal depreciati
Y the return on capiyt alsimwi ladirrecalhl caak her than nomine

Y a separate negative ORAB indexationd building block
I't should be noted that alll met htolda,tt hiesri wv kel a adptusal
inflation, have the same overall i mpact financially.
Basedanoanl ,asireal i WACCponatwmaglomsaesn t he most appropriat e

for the FLCB model
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Asset lives

The NTC cowmipdearoends asdaeat dramiihee fagsrsiesteidni vdg FLCB

collecting asset |ives at a jurisdictiondrlanwspgasruts a n
agenc,i eteshe NTC recommends ¢ djeteicsdingt acsalt I évels. aThe
deter mijmeids iyt ireerfd ect the averageaacocehbindiefiar eacé
acr eagjhr i sdakdcamaimmB TG ottelehe same type of asset categ:

deteriorate jouuriicskdloympiawir@me t her due to climate differ e
usage patterns from heavy vehicle types. Hence asset
average asset | i versefwtohlid tds tmeotries cdfosteHeg net wor k.

Some assets do not depreciate. Arguably, assets such
depr echieactactdb ey do noHowevaar ,outthi s means governments wc
permanently carry debt itmnflfatmhamg eb d ¢heTsarevaausositedt mehi s, t |

NTC recommenasseappivgs. at 100 years

Figdwsechowshe effect of capping asset |ives on the year

Figure 14: Scenario — effect of capping asset lives

40
_. 35 /
C
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(i\\q’ OJO\ Ogg{b Og& (g)\v @V ép\v ép\v <0’\\
@) @)
S & S & © (9 S & &
Base case (capped 100 years) Uncapped
Capping asset |l i ves at 100 years hé&asv eon meatntescioallp i mp a

any costs associated with the purchase of new |l and fo
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8.3 Rates of return and approach to inflation

The FLCB model requires forecasts of interest rates a
interest rate is to reflect the opportunity cost of ¢
current expenditure overcadte foutuatti dnfiesofisadstd sadijF
time to reflect changes in the purchasing power of mo
8.3.1 Role in the model

The forecast interest rate is used jitmitshe sFlaCRB ot & noavlr
thetdrocapormail 6di ng bl ock. The return on assets can be

governments for upft®eentdt ndh einn raescsoevtesr i ng the cost of t|
of the asset.

This use assumes governments borrow the funds to inve
and t he deprreepdailyatsi alre btto over the | ife of the asset.

8.3.2 Options considered

The NTC cotwmabirdbemmedt eppttalons as a basis for calculati ngq
use in the FLCB

acommerci al interespremtemjnsimdiag BortbB& WACC typ
regul ati on
ari-Bkee rate representing governmentsd cost of borr

I'n the typicalbuaiplpdircagtliloonolenfgpod delil i ty, &h®WAGCghSsi sat
used to calculate the return on assets. Thiee WACE i s
and adding a risk premium reflecting the risk profile
Ap pyli ngpkeui | di ng klooackamesddli ffers from its application
significant way. Unli ke a regulated utilidfy,ngtover nme
recovering their expénddiurenaVéey fabsmect haeldiesiirt h con
ability to set heavy vehicle charges at a | evel t hat
ability to require vehicle opepuantaontsed D tphag dhexatvywivlelh
recovered

Nopayment of heavy vehicle chaegassbscimmpopetriatadlr sf @
pri ctehfeureh @y r c hvatsiech i ncludes the fuel excise duty whe

Subsequently, they receive the difference between the
as a rebate through the tax systemaymenlse sudbgecaf troe
egal s@&hscbgomernments will not be exposed to any fin

I
unexpect edlelpaywyg ecrr crts. s heveafppreopri atefreeusatareiss kr e
in the FLCB.

In the FLCB, the forecast inflation rate is used to a
the purchasing power of money andtéemseuring values are

Equalibkéndepreciation componewndr otfi méher e ewviemare thhuatd ein
same purchasing powepoif.Odthsreaqrus umer & hatt alhli s component

grows at the inflation rate in the basket of final go
aggr egalthei s type of i nfl atTiheenf girsé me aGRIr eidnfilnat ih@n CriPd t e
used for inflating the RAB over ti me.
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Independent advice provided

Having established the principle that t-heeentatest r a
representing governmentsdé cost of borrowing, the ques
forecast should be developed.

The NTC contracted an independent consultant, Mar sden

Theerms of referencmeetshaddallagy ds tcuwltd :t he

beas simple as possible and replicabl e
reflect the way a prudent government or private sec
over time and t hreerfegfecereer nantecnutrsaét ecloyst of debt capit al

achieve a reasonable |l evel of stability over ti me (
be based on publicly available information, or info
government departmentsnequligawhy d & ngo anide aTE t o

Consistency with accepwaesd ardedgeodt naceoorr syi doerraacttiiocre swhen as:¢
options.

Interest rate forecast — options considered
The consultant evaluated four optomosefromemnhodr boast i agd

(TablWe 4c)hgoyeer nlmentt baeteasis® the pr i goavreyr nmmeesnat ostl o
borrow funds.

Table 4: Options for forecasting interest rates

Approach Description
The cost roefsaecttbdettarits of each pr
Currentirateapproach the 6currento rate, e.g. 40 Qa
Each year of the pricing peric
applied.
The cost roefsaettebhei start of eac
an average of historical-yeast
Simple trailing average period generally used by Austr
over 10 years pricing period would have the
start of nhhbeperekbdptheicost of
updated with the | ast 10 year s
Trailing average —weighted Cca| cul ated in a similar way tc
average term to maturity averaging period is calculatec
approach to maturity (from date of i ss

The cost
hi storic

Hybrid of historical trailing a
across th

average and current rate

-~ 0
=
o))
=
D
o

©
=
o
=

These methodol ogies were assessed against the foll owi

simplicity

refl pectuslent debt management and hence accuracy
stability

basedn publicly available information

consi swwehbyregul atory practice
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Tab%seu mmasreé fept iaosnsse s sment against the criteria

e criteria
y meets the criteria
t the criteria.

gredmeets th
ambeirparti al l
red doesot mee

Morienf or mation is in MarsdenAppealdi As8B8ociatesd final

Table 5: Assessment of interest rate forecast options

Accuracy &
prudency

Publicly Regulatory

Method Simplicit ) .
implieity available consistency

Stability

Current rate

Trailing average
(10-year average)

Trailing average
(Weighted average
term to maturity)

Hybrid approach

Onbal apnctehe hybrid approach best meets tHedtrce i Fle€Ba an
model

8.3.3 Determining the risk-free rate

The -fie& rate represents the return on an investment
observable. Therefore, proxies are usydaddnotdaltieami ne
Governgnemnér nment bond is commonl ¥ rieseed ad®.a Howewye rf, oro

rates of arlebteurunsecdanas proxi es.

As used in the FLCB moedperle,s etnhtes rcaotmep eonfs arteitounr t o gover
investing i nupgfarpcdtalr eassetrtsng the cost of these asset
When i mplementing the hygeatidlo8.p2p risa anhe coewstslairnyed oi cho o
government bontdo alad klbeeitfok euestee of refThhenchoécetasti on r e
having access to ykrardgiovegrmateeas bHbomds0 These are avas
government s:

Australian Government New South Wales

Victoria Western Australia.

Rates for other states adtherefrmirtoritde doe ecatstavailea
calculated using the available information.

I n practical ttwgpromss,i btlleeraeg paroemac hes

1. Australian Gowmdr uadmetgeust ral i an 1@@earnment rate a
the entire basis for the interest rate forecast

2. Bl endreadiceal ccuinlgatvei ght ed aséeng\uesheatld an 1XPpear nment
bond rat-eeandbdanfd rates for New South Wales, Vict
Australia
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The borrowing rate ifsort yspgiad el |gyAviesrigrmadrn tdst d@oor\tr doreani nnegn t
ratFe . gdisehows the premiums of Atsateabioad bGentde srnacieeet t h

Figure 15: State and territory premiums over Australian Government 10-year bond rate

1.2

(per cent)

——NSW Premium —_—

IC Premium ——QLD Premium ——WA Premium

We cacha p tc otnhseu Ictaalnctublsat i on met hodol ogy to measure thes
apply them as a Awrsamiad m amv BGoonvtehrletaniderst t henwepéeghesary t
premiums to calculate a blended government bond rate.

The NTC has calculated forecaBtgdéeées of return for b

Figure 16: Rate of return forecasts

6%

4% /

2%

Rate of Return - Blended Rate

Rate of Return - Commonwealth 10-year Bond
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The foredarstt reattelsr ee f i2a@¥&i &l IPterraae sadrooml | ows:

2027-28 2028-29 2029-30
(% per annum) (% per annum) (% per annum)
Australian
Government 3.23 3.28 3.38
10-year bond rate
Blended rate 3.46 3.51 3.62

This shows that the blaehdetdZradenti asde omeianvteshhaget he

Australian 1®ear nfhetAedhi gher rate of return increases
bui Wi ovgkwoaunldd i ncr e-asyee atrh epeyreceernt age i ncrease to heayv
needtead recover the heavy vehicle coatebatptetbhennmpac
each i mplementatiiosecda@PtoiBorl i s shown

Australian Government rate or blended rate

Therearagwemsopporting bathtnlyeitsikeemnast ef cars t he return on c
FLCB model

Ful I cost recover yFlL GB aias dohree coefnttrhee orfe qguhier e ment s of
Arguably, the blended rate iactloiakel wft dgmwmeaevhamlgng &l y
andherefore support the goal of full cost recovery.
On the other hand, the cost of borrowing to governmen
than the specific risk associated with heavy vehicle
ri sk -payment is very tawe Thasts whbael datcaldobste t @BeUuTr nsg&ho

free rate.

Australian Government 10-year bond rate Blended rate

- Theoretically close - More representative
truefreéeskrate averaget of borrowi
- Required data readi - Heavy vehicle cost
- Wi | not fully comp state and territory
territory gm\h@rram@m sheets deteriorate
cost of borrowing - ThBTC wekbHemner nal
pr ovriedgewsitaart e and t e

rate data
- Possibly | ess trans
on state and t eirsroitt
readi |l atvhgeiulbd b lce t

The decision of which option to
perceive the features of each op
on which option they prefer, and

opt for forecasting
on. sWettheeier tvhieaves or
he reasons for thei
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8.4 Toll roads and other innovative financing arrangements

8.41 Overview

Tol | road revenue aw#dacndatrs dndaotchemyg memproaches ar e
consi defran itome F.TICBssm@mdnenicwncer n under theUPAY¥ GO model
PAYGO, any revenue or expenditure relating to toll ro
such as PPPs is excluded from the cost base dwue to th
zero i mpact between revenue and expenditure. However,

compl ex and evolved gweat erimag¢gipdeher €oenue and expen
within the cost base.

I f costs or revenues are not treated appr-opr ioattel y i n
recovery of -cwlsgsisdiogatcirmrssbhet weehhe oRdCBsiemsc!| wodes al Im
and other innovative financing arrangement revenues a

sect8i.o4n 3

Principles considered

The NTC degsetopédgai di ngipRPRs] pl @ls|l fonoads ea
financing approaches to tr edaits ttohretsieo nianr ya wparya
treat ment under PAYGO should not distort gov

avail able and identifiable information.

The goal of the pricing model, and propose:
achieve cost recovery on a |ifecycle basis
All tbebad agiemnccunrebui |l di ng, maintaining ani
pradvimgad services, including the cost of ¢
Al | revhgrowver n meo etshvreoRIY® or from value capt:
to provide road services should be counted
The treatment of PPPs and toll roads shoul
and funding road infrastructure.

Where necessary, pragmati c, i mpl ement abl e

should be used (with the view that some as|

Nottehat this document refers to the current h
(RUC and reShoulrdatgower.nments decide to make
arrangements, the principles and proposed tr
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Case study: Toll roads in Australia

A 2016 report from the Bureau of Infrastruct
Austral i addetndallief itrealaRlisnoads hat ti me, the Toow
opened in Queensland, new tollMelblhdwswi imby € o
tol | roads are expected to open in the comin
Il ncreasingly, governments are using innovati:
with private enterprises to deliver and main

singl appPpPBach that has emerged as the domina
model . In fact, recent PPPs are becoming mor
CityiTuhkamarine widening project and West Ga
fnded at | east partially by ltldlnlgs ,aramd gheyneanms«
owned by the private secto% entity undertaki

Tol | roads generate revenues that help pay f
Under PAYGO, expenditure related to toll r oat
basis that the cost of these roadeatmefhtull g
appropriate where alll of a roadbés costs are
whet her the road is owned by the private sec

For roads fully fsutnadnedda rbdy ftionla nsc ionrg naopnpr oac h e
straightforward because the revenue precisel
growing varietybwifl rdopagdthaad c e § fted i n how pl an
invest ment , operation, mai ntenance and owner
private partners over time. This adds compl e
treated, and thisddoeksttbampat mattal adefi ci

gui deflaamesatthhensge i nnovative financing and f uni

The increasing prevalence and complexity of

t he r oadsshosaescniteoerd t o reconsider how these moc
system. As part of our FLCB work in previous
approaches for dealing with these innovative
wortkrseam buil ds on that wor k.

Transur b#Amn2@l5 Report
OTransurb@&amn2@20 Report
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8.4.2 Options considered

The FLCB pro

totype deyalnd phmamtdearsdlayndiisng t he treat mer

approach. Unawxpe®PhAYGOre relating to tolled roads is e

basis that,
appropriate
counting and

in theory, the costs of these roads were
where all of a roadébésicoat soate® fawwmded dloy
receivineg dea@ubd evert htehe evead eexpendi ture.

Buihpracgbwernments may make contributions to toll roa
revenue may not adequately recover the costs borne by
operating and maintaining the road. dFohaexamphteo| | &@dgd
could choose to charge at a |l evel where the roadbs co
Governments may also choose to make grants, Ltoans or
ensure thé wai phioljiecy owhere expected future toll rever
I't is al sonotnmeptotritaatnée vdmue received may be higher than
mai nt enance cposrt goofv etrhnemernotasd may continue to-receive
owned roads, even though the constructi®©Om and mainten
governments may receive a share of the toll revenue a
ri sks relating to traffic demand | evels or toll coll e
I n any of these scenarios, tal enhsthe awiydkavnethiifcileed cchoasrtgsi nog
basis from the relevant road tutksketrtsh (thheea vrye weerhu e | setsr) e a
oad expenditure wild.l be considered, and metetded out ,
to continue maintenance and construction of roads 1in

8.4.3 Selected approach

Appr oafcchreshowt hesereavenues anief &bépenndda btTueu Bt ai | s
antdhreati onahAppamneéi x nA

It is likely

that someawkrylingemeatcawedgdr i nes piesente

case, tdoewWeT& with the relevant jurisdiction to devel

with the pri

nce cptlBeosdh .olut |l i ned i n

Table 6: Treatment of revenues from toll roads and other innovative financing

arrangements

Type of revenue

Revenue received by

Summary of treatment

|l denti fiable revenue received

governments fromtollroad user s/ beneficiaries of a proje

users or beneficiaries

revenue requirement .

Il denti fiable toll or value cafg
Revenue received by governments for a project shot
governments more than requirement even if it exceed:s
government contributions government towards the project

Roads whererevenuefrom ppp projects where user cha
tolls/value capture fully have any asset valod rahddder
en

funds the road

value ter ms) .

to the government at 1t he
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Table 7: Treatment of expenditure from toll roads and other innovative financing
arrangements

Type of expenditure Summary of treatment
Treat ment of government | oans
PPP depending on the commerci a
Commerci al t er ms
Government loans to | f hleoan is intended to be repai
private sector commerci al it should not be re
participant(s) Norwmommercial ter ms

Where arrangements are mpribat
sector parti,thpanshdefdubéescon
government costs or revenues (

Payments by government, | f gover nmenptayasppci Yatal §gctor

recognisingaroadasset's sStart or end of a cotnflcee swdlowme tc

s upon transfer, this payment sh

Gifted assets built by other p

roads built by developers, sub

Gifted assets government)_should not Hewadde

costs of maintenance, upgrades

the expenditure guidelines, in

asswt | | be added to the cost b

Recurring government Recurring payments made_by _thg

avments to the private sector entity (e.g. availabili

pay . P for mini mum demarhdud wWarbaentreeo v

sector participant(s) the model each year as they ar

I n the event of early ter mina-t

S r outs), costs incurred by gover

LI N CHCI A should be included in the mode
charges.
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8.5 Setting the initial regulatory asset base
TheLCBodel calcul ates a national revenue -Freqgkimg@ment
costs (or Obuilding blockso):
ret uofn capital (reflecting depreciation or deteriora
retuom capital (reflecting opportunity cost of capit

for e coapsetr ati ng expenditur e.

ThELCBal cul ates the revenue requirement by adding up
year. Once an overall revenue requirement has been de
users (heavy vehicles and | i glhnctviechn.cl es) wusing a cos

I n each regul &tLCBy mpett iooegmsthegay a rate of return on
base (RAB, known as return otnhperaipnictiaplal p(lkunso wann ya sr erpeaty
or depreciation) to the infrastructure owners.

Af tiemp | e ma mtei Fd CBt lme® dved |l ue of omlpeecixBoeBn dwitlulr e data by
expenditurkrasadegoriynf ormati on provided by the jurisd
col |l ect i oHo wervoecre,s st.he transi ttihehClBo denl ¢ & er €4iXriGioOteisalt h e
RAB o bevhsiecthesisgned to provide a smooth transition be
charges and those to be set under the FLCB.

To avoid a situation where the RAB starts at zer o, r e
necessary to adopt a value for the initial RAB. There
value of the initial RAB.

8.5.1 Options considered

Research cwhnideeo eiendghhe prototype FLCERImedaatfhwwrsd ftolhr e ¢
setting the initial RAB used by other regulated indus

Thept i miesperde c reptl et econsanptpr oiat wet e p a ptphreobavconl v e s
estimating the cost of replacing the existing asset
asset constructed using modern engineering equivale
repl acemd@mte sestond step is to account for differenc
operating the existing asset andophémopeidmireed aa e me
coen a s-tirmae gnte sweanltuaesi s .

The deprival WVvrad purre a@mptriomg ht he opportunity cost inc
deprived of the future economic beape¢f imdesperad c it ditee ca s s
repl acemeanpppr oach and the economic valuaeadf prleseagse
valafe future cash flows and the net realisable val u
The -ishheand apptribeachi mpl est met hod based on cal cul at
RAB achieve the desired price (path) or revenue o0bj e

Val uation approaches to roads and the types of assets
terriThirs emet hod i s al sboerbowot kpi tabhtycappbéebeusol d
research in this area conducted as part of dédwel oping
complex, cm@mshlcypbadével op a nationally consistent val
net wor k.

Roads in Australia are also unique in that, under PAY
upf riomias susmérat t hesonpeetrvaadtrikng i n a steady state where

net work would approximate t herhdosnguwmmtuiidre dfi fdxirstnitnd
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met hodol ogies in other regulated industries where, ty
and equity to fund capital expenditure, and where the
Howevearhe inmfodel was to use amaewemnesehbsthaak BABYy wHded i
as they are commi ssioned, then tatei aet eciruley rlewiulid eunge n
time. This would not @nourgelvee nguoev etron nteonnttsi nwiet ht o f und
in road construction and maintenance.

The -i4heand approach allows for a smooth transition b

recovery approaches i n&EaCBor @ad @ ddtiaipvpd ldaszids a n d
recommended byMFarrier Swier

The val uienioRfABilhuender-i i hseand neepipd etae hrmion eadt mi eavger eae d
initialtevemaktbé fapptyivbegr FohikB.e are sevetrldampar amet
influeatt®ft htehe imn thedvyRABehicle charges over its |/

Deciding the asset life of the initial RAB

I n practical application of the FLCB model, the initi
means that over time the one anmdsetr e(cii mitteidala nRIABR) rwit lulr
capital wildl be calcul ated.

As the initial RAB wi | | be depreciated, an asset I|ife
prototype model, we used anmardlkhet sltiafre i mfg P2O®iynearfor T

analysis pwees®mtBedvhier e we compare a number of short el
the initial RAB.

Cost allocation

The costs associated with the initial RAB need to be
vehicle revenue requi Mam@shtowsant bbe sde adldcladitcimtdeed 0 st s of
the initial RAB.

Table 8: Allocation factors for initial RAB

VKT PCU-km ESA-km AGM-km Common
(unattributable)

Initial RAB 10% 10 % 10 % 10% 6 0%
These allocations represent a rounded weighted averag
expenditure. It is important to note that the approac
individual vehicle cl asrmiesl iismpadti ked yt he® dhwerealal nmrad\e
compawietdhe process of setting the value of the initia
all ocation percentages (as opposed to variabl e percen
stablbverall revenue requirement.
I n EheBodel I i ng, new assets are attributed to asset a
information proviVWeed nlsy djdueredithsedi ctthieonisn.i ti al RAB shoul
jurisdictionsreatri tnaktledval. In Iline with consultatio
RAB wi || be hreateiaareadl altev el

Selected approach

ThBT®as adopt dd hielaen dl iaper oach to setting the initial
UFarrier Swi é@ri nonncsiuvallt ipnogl,i cy el eme-hboskohgdewsltopiasg &ofohwawg veh

Report Afucsrt rladp amt ment of I nfrastruct@réuand2Bédi onal Devel opment
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8.6 True-ups

The FLCB usesoaddop emcdastt ur ebasi s for setting charges. Ac
actual heavy vekiewiuel cbardesferent from forecasts.

Di f f er enc easc thueathvde eerx p& mul hfeourreecussetds t o sewanchapges for
various reasons, such as:

YV changes in government expeniditgoursé gmiiiforciamites hangr st
expenditure plans

Y changes to the timing of projects (either accelerat
Y natural degastréng unexpected expenditure to repair
Y changes in vehicle types,. numbers and usage over ti

In keeping with the prhiemei plse aoihhecdstpomeohwardy,m dotrrL
ensure heavy vehicle charges recover actuaA trrauteher th
up mechani samy n&siufrfeesr ences bet weenmeaswradd amd f or eca
i ncorpiomat eidng f ut urcehahregaevsy. vehicl e

A t-upemechanism is not typi aplalrtr@gdodn nmMAuteigluintay aregu

will typically subject investment pbhefptols@alisny®stamemtud
occsuRegul at & dtihteireedfusma&nage the risks associated with p
di fferences between expected and actual costs, and re
for their services. Thleuiilndiemgstlsocakéeéemapalsi edeéri mgt h & e
ri KKs the regul ated business. Thermefadrde , t hteh e iosrkg arsi o aet
in the all owable revenue.

The situation with roads is different. First, governn
prudency and efficiency review. Instead, treasuries a
investment proposals, withhefibyalmiinnse er menmntr dadi niedns
associated with project delivery, cost escalation and
heavy vehicle operators under the principle of full ¢

8.6.1 How the true-up mechanism could work

The upuemechams sgmever nmentesnouwgEwienale to cover their ac
while ensuring heavy vehicle operators pay only for t

In terms of data avail abddtittiyn§ingwdisgegdidrntgentts dfhet e fg
dasat et | | be avail absleet tdiunrg ncgy ctlhee. pri ce

Figure 17: Data availability for true-ups

Financial

Year

" ®© FFF

Seco:;iz:cing A A . F F F

AAA-FFF

e AAA-FFF
@ Frice setting year F Foracast data A Actual data

55 | Implementing a forward-looking cost base for heavy vehicle charges

§[[f"



§[[f"

I'n applicawuipomel taté ngr t ®yaaparegobbaboryhpeei od wil
pricingThpeéiretdstwo years of the current pricing pe
|

C
i o
i mmedibae fed tywtdd vtehe t hree prior years of data avai |

[
r
ab

Amt hceoensi deration is that t-bpsmagnnbudgedfknewgnoirkefl t

true is not materi al in the context of the revenue r e
the next pricing peri-opg. wedpmpkeved, di featl grge thaesubs
period, this could create undesirable volatility in t

vehicle charges.

To avoid this, an asset (either positive or negative)
repaid over multiple subsequent pricing periods.

8.6.2 Recommended approach

I't is impor ttarnruewoou Indo tneo tt haaptp L ¢ B d obosdnapyl etnheent at i on and
regul atory perAlosdo,ofi topiesr andtonpossi bl e twpesstihmat evitdh
beneeded

We have dasedfopperditntcetpdledss be considered in the future
appl yups.ueTHe vheilghprocesBi gdB8eutl ined in

Principles

The wpuemechani sm should achieve the foll owin

YV see cost recovery achieved

YV ensure stability in heavy vehicle charges o
Y encourage road service providers to improve
ri.sk

Figure 18: High-level true-up process

Size of true-up calculated

Would simple addition/subtraction from
revenue requirement add volatility to the yes
cost base?

Value of true up is included as a positive
or negative asset

Value is included in the current pricing Select appropriate asset life based on
period. modelling to achieve stability

ITMM confirms inclusion when setting
charges for next pricing period.
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8.7 Settings retained from PAYGO

8.71 Local government road expenditure

I n the current PAYGO model and the FLCB protatgpe mod
is sourced from the ABSO6 Ghatea nadeBn® @ Fa niasichrad k &t ad o wn
current (operational and maintenance costs) and capit
r urloaclgd v e r n areenat .

When developing the FLCB prototype model, Onhlee NTC i nv

alternative source was the National Local Roads Dat a
Local Government AssbaeaihéeiadvadbNLt®PS datproviding a br
expenditure into four sampteh d gtl asks exsf. arlhliecc avtoiung | oc al
expenditure into the FLHBweweerendtihteurteo tcaalt eegxopreinedsi t ur e

not reconcGdwe wimentt hFei n admdiaaiilmgbtast sohcaround t he
compl eteness o0&t avet NLRDS

Based on discods&mma g ovv ¢ twemehratve, concl ude ch ot hheett ttelre rdea
souriAkse.a result, the FLCBEBowielrlInmemnnt iFn unedracoaskest& ttalt @ st i
source of | ocal government road expenditure for the F

8.7.2 Local government road expenditure forecasts

There are severali mgotciad ng ofadlr efx@reenaa dtur el hfbloTrC t he r e g

used historical ABS |l ocal road expenditure and analys

accuracy rucsdtngmdaere ssqtuaatries teirdrbolme eesssrtes t he standard s

of the overall forecast errors to determine which for

ThBTC modfed dre dofpotri ofnosr ecasting | ocal government expenc

covered by the pricing period. I n each case, a single

year s, based on different historical measures of | oca
thesi ngheaewai | abl e past expenditure year

the avealplgst oéxpenditure years
t heveragepaofti atvpgendi ture years
t heveragepaofthtde expenditure years

Of the f ourfiopsttiiooms,, utsheng t he dhdtesatlflantahirlesemlsd tyiesatr sl
provided the best result at the disagdldegatasd Il oecal . r
expenditure using opako»peddfiitghiieceel aatlels tt hhrieset ofroircecast i

ThAaABSat driodkient o current (operational and maintenance
jurisdiction andocbhadvier nhareenalshdl TrQuirtldlleantt e ABS

expendi tiumkebGWBRteaxpenditure categories so | ocal road e
same waytasial spend is allocated to heavy vehicle ch

The allocation pr 6 oehses PASsY GGOh enosdeerhe dscal gover nment |

all ocated to FLCB expenditure categories using the re
submitted jfuorriescdalsettsaesampti on i s that the distributio
and expenditure categories is the same for | ocal and
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8.7.3 Excluded expenditure

Access and amenities

The PAYGO modeteaispemtdegnt of urban | ocailbaseald expen
and 75 per cent -masadceBeor amemal yareas, 50ibperedcent i
and 50 per cent -masadcess/ amenity

Thi s appbwiarktht hes view that a key purpose of | ocal roa
properties, parti,cataerythanurbaad aseasAs a result, i
expect ratepayers to fund a proportion of the cost of
arterial roads are primarily provided fds iteaflubbkg an
included in PAYGO. These shares were determined by a

det er mnmoatei @ haymwear s ago.
TR NTC will continue this tr etaltememltCB fmd doecla.l road exrg

Other funding sources

Governments recroacewhuéami emmlgaifrmg on iAwsutrraanicieamnd fr om
Gover nbnkRlhA.n gepaymbent s madcsuurm®@®EAroowt e ftwnds
restore an assebhfteraitsahbhbkbkebseeat damaged.

Expenditure fundedAusomai n s onr@EoRle rpganygnmreentrsot i ncl uded
the calculation of theTheatvy &wedhitdh eeeaasste r tbwmigcee .

The NTC seégwa@spayments received fromushsal aaocoe Golvar mm
DRFA arr anfgreonme njtusr i sdi cti ons as part of the annual da
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8.8 Treatment of electric and hybrid vehicles

Fully electric and hybrid electric heavy vehicles are
frasmmall base. Electric hedeyawdleiyc ldiessenadydu i.tdp bfruiped y R UC
heavy vehicles pay | ess RUC than a comparable liquid

efficiency.

I hhe | atest Romnd(b/ehmhmeNMdbdtsor Vehi ¢tl  BuCemsuus0)f | nfrastru
and Transport Redaasr annadEc pmomgiress in identifying el ec
vehicl es Nagiimgpatthé&Exchange of Vehicl edadrmadblBeivareshnhf or
Road VeQ@eincsleesst i matl2s3 gtuhraet el ectric admrdveghbwibegsel actric
use on t h*l roandusomy RABReavy veboereshybd®vdsrand
battery electric and fuel cell édlavyrivehiilebe®kesemacl e
up al most 90 per cent of the Iocurcroemptarh esaowmy twvehitowlteale
heavy viehicseswoshd, G0t  hat date,) emeanmicn@ntdhatybei d he:
vehiatesumnmtb otuaper cent of the total fleet.

8.8.1 Selected approach

The national heavy vehicle charging system does not d
heavy vehicles with an internal combustion engine. Th
buil ding and maintaining fhemo¢entvier powetrwomdTkereégaedl &
cost base includes the costs associated with hybrid a
While registration charges are paid by all heavy vehi
di esel or ot heGoveasamewns sf weles .cth ecrhearm tgli yn gr eneicenvainn g m f o
and electric vehicles

Under PAYGO, revenue estimates have always been calcu
heavy vehicle charges agreed by | TMM. Government deci
those agreedf by + &l Mst aant iVAn acnhdartghees NT), or concessi
charges are not reflectEBhi $snendhereevemhatt thse i Maaey.ve
those vehicles paying the charges agukseiddbyel TiMMsar e
vehibéesffirtamggomnwterdenei si ons not to i mplement the nat.i
The same approach applies with electric or hybrid hea
the NTC does not have sufficiently detailed and regul
and electric vehicl es eafnlde dthetilre udsief ft @or earctc umattieMe pow
The outcoméwofotldis is

1. Actual revenue received by governments wil/ be | ess

PAYGO or FLCB model s.

2.The heavy vehicle charges pai dc alyc wliaetseed ipmo wehr ee dP AhYeG
FLCB models are not i ncfreras@®dCd oe aesmpen saadtgab rfivadrt h
and electric.heavy vehicles

I'n futeNTE€, pelt |l odiewvdleleyadod!| at e a broad estimate of t he
associated with hybrid and electric heavy vehicles an
stakehol der s.i nThiran wiolalea dmasi¢ppak ®e hol der s i f famtdurwehen t h
heavy weéhirgleess for el ekbe¢aveghiaoldésor hybrid
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8.9 Fuel used to power ancillary equipment

In the |l ast Heavy Vehi i ghDéthet midrsaitei @i, tthtree INBGC of F
due to a 100 per cent fuel excise rebate available on
heavy vehicle anTdhifsorr eosfefarrcomadi duesret i fi ed, based on a
around four per cent of total heavy vehicle diesel fu
The NTC has not adjusted its fuel use estimate when s
accurate way to measure the true extent of the | eakag
the extent to which this teéeleatse al socl ai wed. thedissug
consultation process in 2021 that many small heavy ve
entitlement, which would mean the NTCbés estimate was

8.9.1 Selected approach

No accurate estimate of the amount of fuel consumed b
roads has besemcaev aihleabSSMMVU was di scontinued after 202
usage adnadt aa,ddi ti onal i nformation on the amount isecf fue

not possible to accutratwHiyc la stshees se dthiematxedk nrtevenue fr
reduced by this entitl ement

As a resul t, the NTC has not taken this into account
from the RUC.

8.10 Recovery of regulatory costs

The regulatory component of national tregrieftlradti otnhe ha
NHVRO6s approved budget (as published in the NHVRO&s co
registered $redhye wehpirolved charglkes HeavygeVeliucl e Char g
in Psedt RgnT2AblTehese chaldgestade by jurisdictions and

This regulatory charge applies to heavyesvtedlouimt ras i meqgi
and tolra hlfér ni t ortyhe whheawy Vehi cilne nNat.iionn apll alcaew

the pasgsetthhee INNTGst available year of the register

I n

(except for WA and NT) and the | atest forward year bu
regul atory charges would need to changeartge sneleyt heavy
vehicle and trailer type are then scaled up equally i
met hod meamne i s a | ag between the | atest actual year
example, the NTC needsge¢ts Beibd@egul abobg pbhblished in
Vehicle Charges Model Law before 30 June 2025. Howeve

avail abd2®23d34s hetntdeavrpear | ag.

Past analysis of this |l ag has found that actual regul
year tends to be greater than t hEhe&NTICT@sitn mad resu lutnateir
the NHVR has been evalwuating different prediction met
year that the NHVR budget applies to reduce the gap b
re

venue.
I n addition, the NTC is exploring options to insert a
Vehicle Charges Model Law to avoid the current requir

apply in each year. As | TMM dag erte,a dtyh iasp pirso vae sd utphlei cNaHVIiR
administratively time consuming.
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8.1 Cost allocation matrix

The cost allocation matrix determines how different ¢
specific cost allocators. |t is an important driver o
comprehensive review of pceosftoraltlha csatparos eicst .out of sco

Howe vbeercaube FLCB uses differentfrapen®A¥YGOemotdabsi i
necessary to adapt the existing cost allocation matr.i
out ewheédevwvel opiengrototype FLCB model

8.111 Selected approach

To create a cost allocation matrix that would work 1in
most closely related PAYGO expenditure category for e
resulting FLCB cost all balte on matrix is shown in in

Table 9: FLCB cost allocation matrix

Operating expenditure

A10 Asset sandic

operating ex 10% 109%
A20 Corporate se 10% 1 0%

Maintenance expenditure

B1l11l MaintenRaxcemi

and surfacin 3% 3 & 2 & 10%

parking)
B12 MaintenBmniceg:

and major cu 3% 6 W 10%
B20 Maintehance

Mi ni mal / ni l 10% 10%

dynamic | oad

Renewal, upgrade and expansion expenditure (capital)

C11 Land under r 1 0 9 O 10%
Cl2 Earthworks 10 % 90 % 100 %
C21 Pavemiehitgi d 45 % 55% 100 %
C22 Pavememhltexi bl 45 % 55 % 100 %
C23 Pavemebinseal € 45 % 55 % 100 %
C31 Sur fiakcsephal t 45 % 55% 100 %
C32 Sur fiakxper ayed 45 % 55% 100 %
C34 Roadsi de 80 % 20% 100 %
C35 Drainage 80 % 20 % 100 %
C61 StrucitBirriedsge s 33% 67 % 100 %
C62 StrucitMajesr

culverts 33% 67 % 100 %
C63 StrucitReatesi ni

walls and (o 80% 20% 100 %

structures
C64 StrucitTuurersel s 80 % 20 % 100 %
C67 M&E, 1 TS and 10% 90 % 100%
C81 Pl ant and eq 10 % 90 % 100 %
C82 Land and bui 10 % 90 % 100 %

61 | Implementing a forward-looking cost base for heavy vehicle charges

§[[f"



S[[f!

| f not , ease out i

Have your say Question4: Do you aglree with th .

e
n
Question5: Do the current expendi
a fair estimate of the
each category?

Question6: Do you prefer using a
t h,eustralian 13gear nlnent
a blended rate PWhate
reasons is your prefer

Question 7: Do you agree with thteol
roads antdamoard financi
not , pl ease outline yo

Question 8: Do you agree with the
to wpwse® | f not, pl ease
approach.

Question9: Do you agree with the
Financial Statistics d
government road expend
model ? | f not, provide
source for government

Question10: Do you agree with the
expenditure forecastin
outline your preferred

Question1: Do you agree with allo
road expenditure to FL
expenditure categories
category expenditure o
t hrryeeear regul atory per.i

Question122 Do you agree with the
regarding hybrid and?ld
not, what is your pref
i nformation should thi

Question13: Do you agr et pybesdsry b he,
adjustments to the reg
vehicle registration c
i mpl emented through an
mechani sm in the Heavy

Mo d e | Law?
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9 What are the expected long-term
outcomes?

Key points
The transition to the FLCB model will see
governomeethe f drowkrichg nature and | onger pe
This wil!/l see at erenduwaliatni liint ys hiom theavy veh
generational equity.
Both industry and governments wil/| have gr.
charges and revenue. There wil/l be greater
di screpancies between forecast and actual
Over multiple regulatory periods, there wi/
roads is recovered from heavy vehicle oper .
The FLCB has been tested with sever al scen.
rates and controllable variables such as t|
the hypothetical asset-i4chseaantde da papsr opaacrht toof t:
demonst sabtwoants L&CB pri cing approach provide
outcomes, regardless of the future path of
Despite the stable nature of thenFlk@RBRhulke ayv
vehicle charges will still go up if governi
spend | ess. Thesé eadvimamregashemowe rection than
model .
Several policy | evers can be used to ach- e
ter m.

9.1 Taking a long-term view

n the luosnign gt etrhme, FLCBt modeldetpendghprotbes ppitwveeat i al
oad mamagcearmrnsf i ddmd ¢ otwa bxedtit emanageméetcagpwa&etrinmment s
e
r

e also predi eteaalrl e eigm ttalbed rtyhr e e

Both industry @mthageveonméedesdeteamodttcthbAehge . wi | |

t a steady stream of revenue to fund road maintenan

transpaneacyxwpelndandrany di screpancies bexweaditorecas
wilfFrebendsl adresult, there wilolnlbe whertt disntsy emvteront irr

recover eeda Vvigrhoine pher at or s

This section exami+ @somtthceotnpeest e cbudld bocwogr and revi ews

scenarios afikcde@aovghdcl e Thargesnari o modelling explor
changing various policy levers awe@adi fferent expendit
The modelling and =saerearsicreanpaud smmap Ilbaassei bl e futur e

key model i nputs. seTchti®sa®i s di scussed in

63 | Implementing a forward-looking cost base for heavy vehicle charges

S[[f!



§[[f"

9.2 Establishing a baseline

Toest alal ibatsel ine for the modelling in this section, t
that sets the initial revenue requirement at the same
heavy vehicl20XZBHdAaengest d oappl y linn dtoh en gf isrogit ftiyheraeen cies i mc
charges moving from one model to the next.

I'n summary, the baseline shenfolibowssgmptions include

YV I'nitial charges are set the ®€m@&7as those approved

YV Theut er2gyreoawt h r ate f ori &.05 dp eerx pceepndti n(utrheef mihde RBA i 1
target) .

YV The asset |ife of the opening RAB (represented as a

Wi t hlioudwl edge of future road expenditure, it is commo
for forecastilaty sipsl ritkled®ad expendi t uarte twhie |saasnmec treaatsee
hasver recbeptaveeesnt expenditure was driven to some d
expendi BBarsed on t he cutraaespgoenocrieecsa,s tvset firkadve e maa de d
expenditst@abécoulseé or fall in the near future.ofAs a r ¢
2.5 cpeenrt for therledssee cstdieBfaolri od &ti @il ows t he baseline
scenari o.

Figure 19: Revenue requirement - baseline scenario (all vehicles)

50
40
~ 30
C
Qo
320
N4
10
> N D %\ »O ) NS Y L
A\V ol 2|2 o\ o)\ 2\ Al 2\ 2
m Line inthe sand m National capital expenditure Operational and maintenance costs
Values are illustrative only
Y The values presented in this document are
charges will not be available until closer
using t he amnoset duapt a.
Y Further consultation wil i bagnyc ocnhdauncgtdesdt dbreedf
the final proposed charges wil |l be publ i sh:
ZAl'l years excluding years jwirtihs deixcpteinodnist ure forecasts from
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The parameters in the baseline are chosen to maxi mise
andvher e p,0ediygmdeenti al volatilities.
9.3 How does the model perform under different scenarios?

To understand the possi bnFd CBf fmoated cohfio BienvglTeanhe nroidneg a
i nputs for seSesist it\eistthfevitgppaesntdier gs.t anEL @G@ovd al ght per form
under a range of future scenarios. |In particular, we
woul d be affected by:

Y changteos future interest rates
Y changteos road expenditure in outer years
Y openiRM@B depreciation parameters

ari os weryee anmo dfed rl eecda sutssi nogf 2cbapi t al and oper

These scen
nflation and costs of capital

us e, i

9.3.1 How do changes to interest rates affect the model?

Model oartegewntssi tive to the changes in the cost of debt.
higher the cost of capHitgagdfheagth!| chht ges hkbeecmmast of va
in the interest rate.

Figure 20: Scenario — effect of increasing interest rates on revenue requirement

60

50 - —

~ 40
(-
9 30 —_———
3 20 =
€ 10
> N D %) NS [ po O 142
Al ol K o \ \ \ \ Al
rLOr)’ rLO% rLO%% fLO(b rLO(39 KLO ¥ rLO b(% ()/O b2 (LO(O
— BOSE e \WACC (real) + 0.5% WACC (real) + 1% e \WACC (real) + 2%
Over tyheear25peri od, an increaperi oenfteli akevesthe alh@s®
rate would result in the revepemnueeawrigulizrgimentenhcreasi
increase in the inter epsetr ricastcet enaosuel di nr etshuel tr eivhe nau e0 .rde q |
year .

Under the proposed approach to ssalt 8wlBatthiengf uilnlt eirnepsatc tr
increases or decreases in the intefhstisabecasuitsle nhhte
of debt i @ascayedaad att reali |wintgh aweircgalgtes appl i ed to both hi
and the current rate

9.3.2 What if road expenditure changes beyond the regulatory period?

Government expenditure on roads hHa@nidnorleahaed ysidegrir feie
20234 omp awie®IB 2231.t i s possible that the recent decrea:
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indication that expenditure growth is returning to no
rates to understand how changes in expenditure would
calculate growth rates, we hawe adwvelry sk gxapdndi3t yrea |

collected for PAYGO t.ohalnfilEesétandgt et hrTadbd&®&or s are s
Expendi tur e bgarsoewdt ho nr ahtiesst or i cal trends

Table 10: Expenditure growth rates based on historical trends

. 5%

13 years 13 years 10 years 5 years
Average . 1% 2. 4% 2.8% 3.1%
The same growth rates have been applied to road expen
mai ntenance costs, agmasciapéctadseacaplendihear®ame percent

The base case uses the static priemalotdetiritevolr@d&B& Barget
increase by inflihaoad.expemndi unmd & kwi yCOMVilnBcarseeads eonas it
the current tf aneapgaesntcsi efse o mawveharhet ddbr ecasts are | i kel
failn t he néVehafitehteurechmrseen a static growth (Ritgute refl
21)

Figure 21: Scenario — effect of different expenditure growth assumptions

60

\\

/E /
o /
320 e
&
Vs \® Ca |3 |89 \B \5© |89 ol
g\ o0 o2 e 09 Y po ) o\
S S S 70 90° 70 S S 2°
- Average historical percentage growth rate (13 years) e Average year on year growth in $m, nominal (13 Years)
Average year on year growth in $m, nominal (10 Years) - Average year on year growth in $m, nominal (5 Years)
—— Base
Naturally, if road expyeenadri tcuhraen ggerso wsn, htehaev yy evaerhi cl e c |

i ncreadrder the highest expendi tFiumge 1@rcohvatrhg eass swonup tdi o n
increase between 6 and 6.5 per cent per year between
growth scenarios, the increases would be between 3.5

9.3.3 How do different depreciation approaches for the initial RAB affect
model outcomes

Due to the significant role that the initial (nomi nal
early years of wusing the FLCB, it was necessary to co
separately.

The three methods considered far depreciating the ope
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YV astraliighe met hod where the asset value is inflated e
depreciated

YV astr aliigrhe mehtehroed an asset is depreciated evenly over

YV thesumfyears digits method, in which the depreciation
basi s.

These methods aRFieg@®enpared i n

Figure 22: Comparison of the straight-line and sum-of-years digits depreciation methods

Straight line method Sum of years digits method

The amount of deprecmt\on each year The amount of depreciation each year
remains equol over the life of the asset reduces over time seeing the asset
\d

The opening RAB is represented in the neobdedt as a sing
$13Bi | |l i dhe objective of testing aalstigamumdti iome whppreo d hlee
revenue requirement drops significantly aftute®uwualthyey ope
occur if the amount of depreciation relating to this
Fig2Behows the results of thi-bioemmat hedngebserngea at
drop in the contribution of the depreciation building
of opening RAB&6s asset |ife.

Figure 23: Scenario — effect of different depreciation methods on the revenue

requirement
60
50
40 \
— /
&5 30 /
T 20
€ 10
9 N\ D 3 N NS (9
¥ ol o2 \ \& \ \ \ a
o7 00° % o 0% o o N oO°
Straight Line (Inflated) Straight Line Sum of Years' Digits (inflated)
Fig@2sehows that the amount of depreciation related to
under bot-lhi /e rché mrheci ati on met hods. By comparison, th
sumfyears digit method declinead lover tthiemd ianmd iys arrel &
situation where the revenue requirement drops after t
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Anot her feat wHe aafs tdhgisgswsmdepreci ati on method is that
under a-ldtnreaidelptr eci ati on method. As new assets are acf
depreciation related to thet bpoeflsaianrgs RAIBg iatss eme tfladd ,s w
counterbal ances the increases in depreciation related
stabilises the revenue requirement over ti me.

Given these considerati ons;odytehaer sNTdd ghiats daedporpetceida ttihoen s
opening RAB ass-etnentdgpr8tiatgbn wildl be used for all
operation of the FLCB.

9.3.4 What are the implications of setting the asset life of the opening RAB?

Choosing an asset I|ife for the opening RAB asset is a
revenue requirement over time. To inform this choice,
base scenario that wodl5d rR®s waintd W5t ly elairsed oof th®, oper

Fig@2#sehows the different paths for the revenue requir
opening RAB. They differ from each other in two ways:

t het eepness of the slope of the revenue requirement
t hkkegree to which the sl ope changes once the openin

Figure 24: Scenario - effect of various asset lives for the opening RAB

50
40 —
‘c 30 /
e
Q 9
“
10
o) N I %\ XS b po ) 159”2
1\ls ol | o \ \ \ \ Al
oF e % NeE 0% O (LODSO o8 AP
— Asset life 25 Asset life 20 Asset life 15 == Asset life 10
Shorter asset | ives,,shwovh |ldsw IhcardskS yweardecreases i
requirement during the I ife of the opening RAB. This
reducing the total value of assets, and therefore red
changesliope is more pronounced once the opening RAB h

requirement becomes solely made up of new assets.

I contrast, under | onger asset |ives such as 20 and
during the |ife of the opening RAB. However, the chan
depreciated is |l ess pronounced.

We ahetbdat an asset | ife of 20 or 25tgearschwaunbédsr estu
the revenue requirement overwitehhe ansosdeetl |liinfge poefr i100d ocro n
general, the | onglearr gtielee ogpesnd ta gluiRad PR &SOh arige st he
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first year. This is because a |l onger asset I|ife impli
target revenue requirement in the first year, a highe
The base casyeeaurseasssaet20 i fe for the opening RAB. This
keeping needtdad moempl ete the transition reasonable and
in the annual revenue requirements as much as possi bl

9.4 Conclusion

The scanatygbowhantFLa&CB pr i ci ncga na pbper oeaxqgpirec \t ieddeasad na b |l y

stable andppt éadd wadralbé eanuwndcerareggersange of scenari os. |
that when using the FLCB as a basicshafrogre ssmaivlel ntgothieavy
refl ect government r oad e xVpee ncdaint urreea sdoeocéi bskitgoamesy poevcetr t i

more slowly in either diRAYGQ ocno stth abna suen.d eTrh et hsec ecnuarrri eon
show® wolpi cy sluevneras deci sions on t he clainf eb eo fustehde toop e ni
achieve a pragmatic revethawrempath in the short to mid

Question14: Do you have any comment
anal ysis?

Have your say Question15: Arteher eotaheegrnsi ti vest ¥y hahn

shoul d be consi der ed

Question16: Do you €8 ptplge t-edtimeear s ¢
met hod for depreciPhtfing
you aware of an alterna
would provide a | ow val
initial RAB in the fina

Question17: Do you supmpagr t3CGaadro pltiif e ¢
the ini2zt falhoRABwhat | if
prefer, and for what re
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Part C:

Implementation
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10 Implementation and operation of the
model

Key points
I't is proposed that heav03Z8hoc!|l peechygrempeg |
pricing periods, based on the outputs prov|
I TMM will continue to make all decisions o]

approve charges that differ from those that
case regardless of whethet oPh¥&0Oyowvehhel BLE¢
Once | TMM has dec-i#lbdamdwt rtdaresiltiinen shoul d
deci ded how t ot he amrsd ft d rophe@d gth@ro t he new ch

20728under the FLCB), future model outcomes
heavy vehicle chrod&s8witlo abpep |dyr i avfeone eprrnrmeanct i
expenditureaesdweil istiaaraesst rates and inflation

ThBTC would regularly publ i @im hceo nipLrGBh etnos ievn
max i murmensparency.

10.1 Approach to setting heavy vehicle charges over time

The intended approach to using the FLCB model to set
multiple, codyea@cutpirveitnhlgr @er i ods.
For each pricing period, the major steps include:
coll eexpegdi ture forecasts, usage data and ot her moc
runnitrhgg model to produce forecast revenue requireme.|
usi mg del out puts to produce options for setting hea
stakehol der s
proviadwigce to | TMM on to support its decisions on F
year of the pricing period, i ncluding further stake
I TMdMe cdingn t he charges to apply in each year of the
col l eattngl expenditure reports and estimating the &
vehicle charges andmeeldecadr asubgetgbhentrpeicing perio
providémgrts on actual outcomes to governments and s
Fig2sehowde type of information that wild.l be avail abl

peri ods.

71 | Implementing a forward-looking cost base for heavy vehicle charges

§[[f"



§[[f"

Figure 25: Available data for each year of the first four pricing periods

Financial

Year

Firspte;:it:t;ing ® F F F

Seco:;i;;gcing A A Y F F F

AAA - FFF

Foun:::rg;cing A A A Y F F F
@  Frice setting year F Forecast data A Actual data

Thishrowshati nittei-uagvi | | only cover the first two years of
that | TMM makes decisions on setting heavy vehicle ch
subsequent priciwg merilodo,nstidert the diwog fprriscti nyge apresr
and the |l ast year of the pricing period before that.

10.2 Information collection

Each year, the NTC will ask jurisdictiiodns Wwtreegf or ecast
years. The request wirmttabhbsorbad|l adpeadiepoetfor the
TheNTC wl b stchuer deat est report of | ocal government r oaf
The information request will include detailed guidanc
exclude, and which expenditure categories the expendi
example of the guiAppreanaiixs Dincluded i n

Forecasts are based typically on:

YV revi ewed siodiedannual budget cycl es

YV project pipelines

Y hi stoogxmgendi ture trends

Expenditure forecasts are typically approved and auth
transport agency.

10.3 Running the model and developing options

Once the NTC has receivendeeadtedd rewi ¢ wendithlldet ihep mod e |
to estimate the revenue requirement for the subsequen

At this stage, the NTC wildpsalfsor cprl ecewil ;ause weeer sv atl luaet

included in future &.réxqilmahyp aunpise@das.e Seecetdieadn and how t |
be treated.

The NTC will <cal oakdted hehaev yc hvaentgiecsl e charges to achie
the pricing olegd pldor &Veowti il bns t o smooth the changes o
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example, it would be undesirable to increase heavy ve
them in the second year. To avoid this, it is possibl
percentage increases that preowdrdee tihre matmep raemoamtt wd |
The NTC will then conduct a public consultation proce

charges that should apply in the next pricing period.

10.4 Advising ITMM

Once public consultation is complete, the NTC will fi
an | OdMi si on.

Once | TMM has made its decision, thenHB&EGemddr tcteary o

Fuel Taxd Athen seek final confirmation from I TMM on t
I f I TMM makes a deliberate decneaédtead taoc hvi aervye cchoasrtg erse cf
the effects of this decision wil!/ be reflected in sub
| TMM6s decision wild/l be communicated to al/l intereste
The NTC will then work with government aglelnMM es to in

apprsove

10.5 Measuring actual outcomes

In each year, the NTC will request the following info

the expected road expenditure for the current finan
an updated forecast of road expenditure for the nex
actual road expenditure for. the i mmediate past fina

The NTC will then compare actual expenditure (includi
decisions) and actual heavy vehicle charges revenue f
used to set heavy vehicle @hiasgrswiflolr-ugneecwdfesdeatr habd @i s
year . Twp switlrluet hen be considered in the subsequent p

10.6 Transparent reporting

Transparency i s one of thetpansnpaoptpseertstitiérgy e sv enmainadlae e
chardEeli s is evidenced by the importance of transpare
the current PAYGO model

The procesppltitdvelppm@avyngvehi cle charges is subject to
Analyegasirements overseen by thEh®ddulcaet ofy | Imppazdt AATS
procgiswstsakehol ders transparency around the process o0f
mi ni satnedrnsseusst akehobhdentri datttei 1@ heavy Aleshdtch e FRuhealr gTeas
Act outlines further pr oce®shoawn de dceomisshuiltosetainemm ore qui r e
sets the rate of the RUC from time to ti me.

B¥The Pricing Principles were Approved by Australian Transpo
in August 2004 and reaffirmed by SCOTI in May 2007. Note: ¢
I nfrastructur e, a predecessor of | TMM.
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10.6.1 Transparency under the current system

Under the current PAYGO model , there are several me a s
stakeholders with transparency:

The MNMiuGptubl i sh road exopuamdiutadr & egpatra i n

Any changes to heavy vehicle charges are subject to
Regul ampagtal yspsblic consultation and publishing a
Anal yThi®f fi ce of | mp ma satpApsrsoevses nbeontth t Re gdd attorgnd f i

|l mpact Amaleynsiug e it complies with quality standards
process, the NTC publishes the PAYGO model so gover
model and its assumptions.

The NTC publishes the most curr®ume bvseirtsei.on of the P

Expl anatory and guidance materials such as the expe

Together, these measomedlednsofr ¢ raansparency surroundi-r
and how it is usednfoom tihme NT&€Otsi mel vh ezaev yt ov el hTIMM eo n s
charges.

10.6.2 Proposed information publication under the FLCB model

I f I TMM agrees to use the FLCB as a badadsies afior ssheotutl idn ¢
to provide governments and the public with transparen
Transpameeady to be achieved withinFLEBoneat pheaeypgsveoefi
charges ¥owar murditéai ng peri ods.

In broad terms, the process would involve the foll owi

1. Produce a revenue requirement based onithiescast exp
used as a basis for heavy vehicle charges.

2.Collect actual expenditure and heavy vehiitcwietlithargge
forecast s.

3.At the end of tkeutnhrei enodeg!| pevi it thdact ual expenditure
forecast expenditure data. Actual heavy vehicle cha
revenue. The overall difference is thenupncorporate

The NTC would regularly publish:

expendf oueeasts provided by jurisdictions before t he
gui dance materi al f oth i weoxupledn dbi et uprueb Iriesphoerdt iansg part of
surrounding the process of approving heavy vehicle
part of )the model

act eaxlpendi t,urpesodvatdeed byt puthedN@aCiyeanghlivvobhdi be
similar to the expenditure data for PAYGQGO currently

curreatsions of the model (includiipn@moamgisgns iused nt
and assumptions, including the ability of wusers to
model i nput s, assumptions and calcul ations

esti matedal heavy vehicle chapgets bavyiesiue on a year |

arange of explanatorysaoll gxpdmanati matefi Abw t he mo
and how | TMM approves prices from time to ti me.

TheNTC waulpdi blciosnhpr ehéené ovedtoamdaui ce provided to | TMM o
heavy vehicle charges from time to Regnel dtippacgitudi ng co
Anal ysssakehol der submissions and final regul atory im
materi al currently published under PAYGO.
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This infor mamo omluywloivosrlle ® eNTC website.

10.7 Enhancements over time

The information publication measures outlined above a
for future heasgetvehpgpcpeocbkbasges.

As understanding of the model buil ds, and asamew info
be considered.

The NTC proposes to review information publication fr
governments and stakehol der s, and to introduce agreed

Question18: Do you agree with the

H publication measures a
ave your say usedadwigoe er nments on ¢

<

vehicle charges from t

Question19: | s t here other infor ma
published?

t the bro
surround

Question20: Do you suppor
n
haemprt g a ovth as

0]
communi cati o
forecasts?ol
considered?
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1 Setting heavy vehicle charges for
2027-28 to 2029-30

Key points

This paper considers a base case under
under the FLCB model

t he

| TMM has not considered any of these hypot|
presented to I TMM will be developed based
These options are presented separatelyiusil

of Aastrali an -oGolvye rrnanteentof return and use of
resulstix iimpl ementation options.

The base casper eifsenrerheady VY élei ¢ lox0 T h gt sil d MMt |
in AuguwbulR@286ontinue208Zepanppi dedgia sl ic¢
revenue driven by the growth in the heavy

Al'l six i mpl enneonutladt isoene otphtei oFnLsCB used as th

vehicl e c¢ h2a0r2gZeds sftraom i ngy evd rt hprai cihmge eper i od

Thempl emeonpaialwmlave commonardaatt hue elsasi ¢ mode
assumptions are the same. The primary diff.
whi ch tyheearf icrhsatr gaensd arhee sreatt e of return usec
The natur eiq fkredrmhde tlri enmasFiLtCiBo re stsena i al |y meal
objective way to choose the opti mal poi nt
chosen on other grounds.

The public consultation process i s an i mpol
all ow stakehol ders, gogVEMMMeontweiagh ,t ué t & an
di sadvantages of each option.

It would be premature for the NTC to ident.|
I nstead, we are inviting stakeholders and
the key considerations,ufheylabtheMiyebveonlb dvde NT
identifying a preferred transition option.

11 Options for setting heavy vehicle charges from 2027-28

This paper reflects design and research wor k, mu ¢ h

of

stakehol der

represent athirkegep ot Wemphlaesrke n tdaetnitaf icepdt i ons

casaggai nst which the outcomes under each option can b

bet ween t he
per.iTdhdchrange

options is the ebhamigehtioglbethvyegqehatcdbdbeych
tali d eextsent t o wrhiight greaadda inune n dbke yroenvde n u e

that providetd amalreges.urA esnummary of Ftilge2¥e opti ons i s
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Figure 26: Options considered for charges from 2027-28

Base Case Option1 Option 2 Option 3
Preferred 2026-27 FLCB with 2.5% FLCB with 6% FLCB with 10%
charges continued | increase in 2027-28 | increase in 2027-28 | increase in 2027-28

Model used to
calculate heavy PAYGO FLCB FLCB FLCB
vehicle cost base

Increase in charges

for year1 0%* 25% 6% 10%

Pricing period Up to 3 years* 3 years 3 years 3 years

Inclusion of non-
standard financing

True up mechanism

1.2 Options considered

1.2.1 Base case: Preferred 2026-27 charges continued

ThRegul dhpabtal ypwsiesented in this document needs to shi

i mpl ement ation optionswkiomparepteoesamasacreaaei o. Curr
| TMM approves heavy vehicle charges each year in refe
The approved charges have not fully recovered the hea
therefore necesasahryyp ottoh eetsitcaabll ibsashs e case against which
i mpl ementation options contained in this paper.

For clarity and si mplbaseatsye,orwed hh asv ea ndad fyisn esd atshe& ol | o ws

PAYGWoul d eheai ned as the methodol ogy used to calcul a
| TMM6s preferr@&ddBZhasgagrieed at the | TMMremetheng in
starting point against which2027%heavyyi mphémnéet ahiaoyg
are compared

While other definitions such as a return to full <cost
under PAYGO could have been coinssitdhearte dt,h etyh ew okuelyd driesgaudi
unknown | TMM decision to be anticipated, or anticipat

PAYGO coswhibalkeis an unlikely scenari o.

Under PAYGO, heavy valkiucde ycehtalr greesf tetrége0rZi@éh et aov y
vehicle cost base. né&hbdtedd xpeelnadu Itautree tdhaitsa i s not curren
it is not possible to establish the gap between the h
charges revebzZ& hargebeyear.

The PAYGO heavy veRiO@RE sc oksbt. I @ 0idéhiic har ges year, t he
estimated gap between the heavy vehicle cost base and
estimat edbitlolToboeac$hli eve ful P0&8BFtthecprveviyous year d8s ¢
need to be 1 fcerreasendprbaycti ce, heavy vehicle charges a
fully recovered the heavy vehicle cost base for sever
cost baseui $sabodobe dase case for this analysis.

The Heavy Vehicl e Chiamroglesd eveoudted maLtaiwec sadjlust ment f or mu
intent of adjusting heavy vehicle registration charge
the PAYGO heavy vehicle cost base. This formula has n
apprdovreegi stration charges directly. I't is out of dat
formula would therefore not provide a suitable base ¢
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11.2.2 Options 1-3: Transition to the FLCB

Options 1 to 3 have common.Thepartiumaersy adnidf fpeorleinccye

options is the vaylevaer acth awhgiecsh atrhee sfeitr.st

Setting the value of charges in the first year

Y Under the transition to the FLCB hma&dckdals, ttoh:

mada&botuhe | evel toHafmlcy etacs ecsharges within t
Y While the FLCB model has been |l argely desi
deci saiboonust awrry ear i ncreases, under a transit.
be a keyttHeaetsibhe |l evel of charges in the

. . Line in the sand RAB
Setting the Opening RAB
While the value of the opening RAB is A
calculated to ensure stability of charges during
the transition to the FLCB model, as an
implementation option, an increase in charges
for the first year needs to be agreed upon to
calculate the value of the line in the sand New expenditure
opening RAB.

Sattina the valuie of charaec in the fre@rReents of charge

dbeect i wsei

For each of the three maopt iophs eonpBtoirotnh @b, e tahree rtawce soub

set on t ha skt asil d anf bGonvde rrnameensd potniloynn. BSuuwbs es a bl

which i s -vaeirghiteendi eAwesrt aqe i @afn aGosvteabtoeme st ( Tabl e
The value of the opening RAB wil/ be set indiv
transition path, expressed as a percentage inc

the amount of revenue thatpwowivéddbdempvyvivedd clrderhat

20157 .

Table 11: Parameters of options 1to 4

Element Option 1 Option 2 Option 3
Year 1 starting point 2.5% inci 6% incre 10% incr.
Sudpti dmsAr al i an rGuotvee ronfmernet

Rate of return Sudbption B: Blended rat:

Common settings across options

Expenditure categories L a
cl

rgely unchanged from PAYGO e
and guidelines arifications.
Asset lives and approach

(oG T e Usi ng a-ldtnreaidgtptr eci ati on met ho

Rates of return and Jurisdictions wil/| be compensa
inflation repr esgonvteirmgment owi ng costs. As

in valueabwbereddoof RBA target
Toll roads and non- Included on a net basis, accou
standard financing expenditure.
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1.3 Financial implications of options explored

TablZshows the total revenue requirement for heavy veh
the three years of. the first pricing period

Table 12: Revenue requirement under each option

Sub-option A

Year Option 1A Option 2A Option 3A
($ million) ($ million) ($ million)
2027-28 5897 6098 6321
2028-29 6274 6477 6701
2029-30 6642 6835 7050
Sub-option B
Year Option 1B Option 2B Option 3B
($ million) ($ million) ($ million)
2027-28 5897 6098 6321
2028-29 6291 649 3 6717
2029-30 6675 686 8 708 3

Heavy vehicle charges (both registration charges and
previous year6s heavy vehicle charges by a common mul
revenue equals the revenue requirement.

Tabl®hows the percentage increase in heavy vehicl e c¢h
rounded t o tiwe cnsodlipeesrt cent . The2p2PFTtepragentsrthe

transition point s,pheirfeciasd tther peace2n@FZ@ZIBeo BENhBIN0ges f or
are calculated in the model based on expenditure fore

Table 13: Year-on-year heavy vehicle charge increases under each option

Sub-option A

Year Option 1A (%) Option 2A (%) Option 3A (%)
2027-28 2.50 6. 00 10. 00
2028-29 4. 16 3.90 3.62
2029-30 3.43 3.18 2.92

Uniform charge increases

Yearly increase (uniform) 3.21 4. 81 6.60
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Sub-option B
Year Option 1B (%) Option 2B (%) Option 3B (%)
2027-28 2.50 6.00 10.00
2028-29 4. 40 4. 13 3.84
2029-30 3.66 3.41 3.14
Uniform charge increases
Yearly increase (uniform) 3.33 4.93 6. 71
Rat her than ntigmpkeemdnfferent percentage price changes
it is possible to carry out three uniform percentage
revenue in present value terms. Timss odptpirowiids nigi laelsy
for heavy vehicle charges.

1.4

Fiscal implications for governments

Tablleds tar @é6for il lustiThbtipwet
collected from heavy vehicle
registration cha®apgpendi x [Erov

pber posesast amount of rev
.¢ hAa rbg eesa kidyo wogno voeyr e tssd i b
ided in

Table 14: Option 1: Government revenue from heavy vehicle charges

Sub-option A
2027-28

Component ($ million)
> 8 Registration charges 2,513
g8 RUC 3,384
> o

£  Total revenue 5,897
Es Registration charges 2,530
“E_E RUC 3,403
> ° Total revenue 5,933

Difference -37
Sub-option B
2027-28

(el ($ million)
- § Registration charges 2,513
§ § RUC 3,384
> O

£ Total revenue 5,897
Eo Registration charges 2,533
pg _§ RUC 3,403
> ° Total revenue 5,936

Difference 40

2028-29 2029-30
($ million) ($ million)
2,677 2,831
3,598 3,811
6, 274 6, 642
2,670 2,819
3,637 3,821
6, 307 6,640
-33 2
2028-29 2029-30
($ million) ($ million)
2,683 2,844
3,608 3,831
6,291 6,675
2,677 2,829
3,637 3,821
6, 314 6,650
-2 3 25
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Table 15: Option 2: Government revenue from heavy vehicle charges

Sub-option A
Component

Registration charges
RUC
Total revenue

Yearly
increases

Registration charges
RUC
Total revenue

Uniform
charge

Difference

Sub-option B

Component

Registration charges
RUC
Total revenue

Yearly
increases

Registration charges
RUC
Total revenue

Uniform
charge

Difference

Table 16: Option 3: Government revenue from heavy vehicle charges

Sub-option A
Component

Registration charges
RUC
Total revenue

Yearly
increases

Registration charges
RUC
Total revenue

Uniform
charge

Difference
Sub-option B
Component

Registration charges
RUC
Total revenue

Yearly
increases

Registration charges
RUC
Total revenue

Uniform
charge

Difference

§ [

[ f

2027-28

($ million)

’

’

W NOOWDN

599
499
098
570
461
030

67

2027-28

($ million)

DIW N WNDN

599
499
098
572
461
030

65

2027-28

($ million)

l
3
l
l
3

2
3
6
2
3
6

69
6 2
32
61
51
13

N W kFk b~

189

2027-28

($ million)

2,
3,
6,
2,
3,
6

697
624
321
61
51
13

g1/ o

186

2028-29

($ million)

2
3
6
2
3
6

761
716
477
754
735
489

67

2028-29

($ million)

2
3
6
2
3
6

-3

767
726
493
760
735
496

2028-29

($ million)

DWW N WN

857
844
701
849
834
683

18

2028-29

($ million)

DIW N WN

864
853
717
855
834
688

28
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2029-30
($ million)
2,914
3,921
6, 835
2,952
3,921
6, 874
-13
2029-30
($ million)
2,926
3,941
6, 868
2,962
4,022
6, 9814
-116
2029-30
($ million)
3,008
4, 042
7,050
3,106
4,223
7,329
279
2029-30
($ million)
3,021
4, 062
7,083
3,116
4,223
7,339
256
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1.5 Impact on industry participants

Tabl?® tehdtehe Heavy Vehicle charges under the three
are based on the revenue requirement associated wi

registered heavy vehicles in each year.

Table 17: Option 1: Heavy vehicle charges (roads component) by vehicle type

2029-30

2026-27 2027-28 2028-29
Vehicle type Preferred charges Possible future charges

emren - BN - BNE - BN -

Up to 12t $543 $543 $556 $556 $579 $581 $599 $602

R

2-axlerigid Over2t | $999 $999 $1,0| $1,0/| $1,0/ $1,0 $1,1 $1,1

T ; Upto425t| $2, 6 $2, 6| $2,6| $2,6| $2,7 $2,7| $2,8| $2, 38
2-axle rigid with trailer

Up to 16.5t $999 $999 $1,0/ $1,0 $1,0 $1,0| $1,1| $1,1

]
o=vo-
3-axle rigid Overt65t| $1, 1| $1, 1| $1, 1| $1, 1| $1,2| $1,2| $1, 2| $1, 2

iy Upto425t| $3,5 $3,5| $3,6| $3,6| $3, 7 $3,8| $3, 9| $3, 9
ol—co— ©T=ow

3-axle rigid with trailer

Over425t | $13, 1 $13, 1$15, 1%$15,1%$15, 71%$15,§%$16,  $16,

il | | |
Over425t | $15, 8 $15,5$15, $$15, ¢$16,¢$16,¢$17,1%$17, 2

4-axle rigid with trailer

co—oo-

Upto20t $999 $999 $1,0/ $1,0 $1,0 $1,0| $1, 1| $1,1

4-axle rigid Over20t | $1, 1| $1,1| $1, 1| $1, 1| $1,2| $1,2| $1, 2| $1,2
@ Upto12t | $407 $407 $417 $417 $435 $436 $449 $452
2-axle bus Over 12t $429 $429 $439 $439 $458 $459 $473 $475
T
é@% $3,1 $3,1| $3,2| $3,2| $3,3| $3,3| $3,4 $3,4
3-axle bus
o s5——=550" $7,5 $7,5| $7,7| $7,7| $8, 1| $8,1| $8, 3| $8, 4

6-axle articulated

*’lm $18, (%18, ($18, 5$18,5%$19, 3%$19,3%$19, %20,

9-axBedoubl e

ﬁﬁin $18,($18, ($18,5%$18,5%$19, I$19,3%$19, ¢%$20,
=t | } $20,1%20,2$20,1%$20,1%21,€¢%21,1%$22,3%$22, &
Trimoadain
Important note
V Theharpress einti eidsc u neerrien d i coantlFyiv.parlo p ocsheadr wiensdd ea v ai | a

untci bosempl emerntoateinerur e t hey ar e c alttcoualtaet eidn fuosri nmac
Y Fur tchoenrs u l widltedi omdulb ¢ Bdriemplhemenfhatyi amandebai mehe f
pr opocsheadr Wiedsds har ed .
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Table 18: Option 2: Heavy vehicle charges (roads component) by vehicle type

2026-27 2027-28 2028-29 2029-30

Vehicle type Preferred charges Possible future charges

Up to 12t $543 $543 $575 $575 $598 $599 $617 $619

o

2-axlerigid Over2t | $999 $999 $1,0| $1,0| $1, 1| $1, 1| $1, 1 $1,1

= : Upto425t| $2, 6| $2,6| $2, 7| $2,7| $2,8 $2,8| $2, 9| $2, 9
2-axle rigid with trailer

Up to 16.5t $999 $999 $1,0 $1,0| $1, 1 $1,1| $1,1 $1,1

p—
3-axle rigid Over165t | $1, 1| $1, 1| $1,2| $1,2 $1,2 $1,2| $1,2| $1, 2

. Upto425t| $3, 5 $3,5| $3,7| $3,7| $3,9| $3,9| $4,0| $4,0
1) L pro

3-axle rigid with trailer

Over425t | $13, 1$13, 1$15,¢$15, ¢%$16, 2$16, 3$16, 1$16, ¢

=i | | |
Over42s5t | $15, §$15,5%$16,8%$16, 5$17,1%$17,1%$15, % $15, ¢

4-axle rigid with trailer

Upto20t| $999 $999 $1,0 $1,0 $1, 1, $1,1| $1, 1| $1, 1
Tl
i —
4-axle rigid Over20t | $1, 1| $1,1| $1, 2 $1,2| $1,2| $1,2| $1, 2| $1, 2
@ Upto 12t $407 $407 $431 $431 $448 $449 $463 $465
2-axle bus Over2t | $429 $429 $454 $454 $472 $473 $487 $4809
Ty i
4% $3, 1| $3, 1| $3, 3| $3, 3| $3, 4 $3,4| $3,5 $3,5
3-axle bus
o= s5——=g50" $7,5| $7,5| $8, 0| $8, 0| $8, 3 $8,3| $8, 6| $8, 6
6-axle articulated
@M $18,(%$18,($19,1%$19,1%$19, ¢$19, %20, 5%$20, ¢
9-axBdoubl e
(= . m— —

¢ q C
Doulbrlosd d ai n $18, $18, ($19,1%$19,1%$19, $$19, ¢$20, £ %820, ¢

(=1 | | ‘ $20,1%20, 1%$21,2%21,4%22,3%22,3%23,($23, 1
Trimdaedain
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Table 19: Option 3: Heavy vehicle charges (roads component) by vehicle type

2026-27 2027-28 2028-29 2029-30

Vehicle type Preferred charges Possible future charges

Up to 12t $543 $543 $597 $597 $619 $620 $637 $639

=S —

2-axlerigid Over2t | $999 $999 $1,0| $1,0/| $1, 1| $1, 1| $1,1 $1,1

T ; Upto425t| $2, 6| $2, 6| $2, 8| $2,8| $2,9 $2,9| $3, 0| $3, 0
2-axle rigid with trailer

Up to 16.5t $999 $999 $1,0 $1,0| $1, 1 $1,1| $1,1 $1,1

.iin
ol=oo~
3-axlerigid Over65t | $1, 1| $1, 1| $1, 2| $1,2| $1, 2 $1,2| $1,3| $1, 3

. Upto425t| $3,5 $3,5 $3,9| $3,9 $4,0| $4,0| $4,1 $4,1

3-axle rigid with trailer

Over425t | $13, 1$13, 1$16, 2%$16, 72%$16, §$16, §$17, %17, 4

=l | | |

4-axle rigid with trailer

cim

Over425t | $15, §$15,8%$17,1%$17,1%$17,71%$17,7%$18,7%18,

Upto20t $999 $999 $1,0 $1,0| $1,1| $1,1| $1,1| $1,1

4-axle rigid Over20t | $1, 1, $1, 1| $1, 2 $1,2| $1, 2 $1, 2| $1, 3| $1, 3
@ Upto 12t $407 $407 $448 $448 $464 $465 $478 $480
2-axle bus Over2t | $429 $429 $471 $471 $488 $490 $503 $505
g L i i
4% $3,1| $3, 1 $3, 4| $3, 4| $3,5| $3,5| $3,6| $3, 6
3-axle bus

o ss——=g5e" $7,5 $7,5 $8,3 $8,3| $8,6| $8,6| $8, 9| $8, 9
6-axle articulated
o' rrme=we $18,($18,($19, ¢$19, 9$20, €$20, ¢€$21, 2 $21, 3

9-axBedoubl e

=" el s ) ) )
Doulrlogdd ai n $18, $18, ($19, ¢$19, $20, € $20, €¢ $21, $21,

= EE— - $20,1$20,1%$22,3%$22,3$23, 1$23,1$23,71$23, ¢
Trimpdaedain
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11.6 Assessment of options

I n assessing the three options, it is necessary to co

The most recent expenditure forecas26iI3@0DdZB8ed fr om

and02I83% i nancial years. To model the options for the
these forecasts as iif theywhethtedl 20EDIROr2BOhet pri
and02®0C i nancial years.

For the first pricing peri ondsotft hhe rm@temri mgomRABs swetl d
depreciation building blocks. Therefore, the choice
i ncrease i nOr2&@Bemawe ftore expe2t0edd)r ennddué afver t he gr
influence on the price path that will occur during
The size odupbuisrenknown. However, they wil!/| not af
because t hep fwirlslt Wbe uiempl emented in the second pric
The natur eid fhearhde tlri enmFiLtCiBo re stsena i ally means there
objective way to choose t he Tohpetrienaolr et,r atnhsei tdieosni riend tc
to be chosen on other grounds.

We believe that industry affordability and the fina
i mportant considerations when deciding which of the
alternative option) to support . ofrhtea mptu btl o ocl ctoom sduil st ca
relevant information that wil!/ al | olwl MM atkoe hwoel idgehr st, h ¢

advantages and di sadvantages of each option.

From this perspective, it would be premature for the
I nstead, we are asking stakeholders to toohmantfgnthhe
preferences. St alkaho If deglwserrmhaayt iaviesoopt i ons t hat are no
When reporting to | TMM, the NTC wil FRIcS nasnidd etrhetnhe f ee
formul ate its advice to | TMM.

1.7 Conclusion

Given the reasontsDohe | NAi€édhas not yet identified a pr
i mpl ementing specific RO#AZPY vehicle charges from

Il nstead, we invite stakeholders to provide detailed f
model and its intended use, and to identify a preferr
charges for the first pricing period.

Submitters would gid@datrimploacsimgcethe NTOGIM i f they coul
additional nofiesmatsi amadr may noRI e &a hradlegwanti nt a hli BMN

decision. The NTC will carefully consider any submiss
i ncorpor atueat @éif sadwice to | TMM.
Have your say Question2l: Do you support any of th
presemMuéed?ne t Hi erarge a sdonmose
— Question22: Ar e t here alternati v

any

C-RI'S thabeskawlOootr leidne wh
alternative option is pr.
thi-RI.€
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Next steps
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12 Consultation process

Key points

Y Consultation with key industry and governm
ofdeveilnopghe proposed model for i mplementatio

Y The NTC conducts extensive public consult a:
chargemshcl sdeseorpatli ons f or any interested pa

Y This document represents the first of thre:
contribute to the consultation process.

121 How we have consulted to date

As padevelfoping the FLCB moddéle dN@ddporeeyiadgsi andns
workshops with working groups includAppendtdsErly and
the members of these groups whbi guiideet iaminis e ésthmtgdo at t en
wor kshops hel d.

Figure 27: Details of working group meetings and workshops

Audience: Government & Industry Government & Industry Government & Industry
Working Groups Working Groups Working Groups
. Matters * Project update * Expenditure categories * Inflation and cost of
discussed: » Local government capital
expenditure * Toll roads & other non-
Overseas approaches standard financing
Expenditure forecasting * Expenditure forecasting

Model development

May 2024 June/July 2024 November 2024

Government Working Group

Audience: Government & Industry Government & Industry

Working Groups \Ajtjm?etr"s Working Groups
. Matters Transparency «  Data availability * Project update
discussed: + Determining the opening + Asset lives + Assumptions, settings &
RAB * Expenditure forecast technical approaches
development * Next steps
Preliminary model
outputs
The NTC has aluBleaupdsébdcl e Operating Cost model, whi

understand the different costs of operating heavy veh
charges in the cofhtdexduostfry hWerkicongt @miuips wasdaobasult

The NTCalhsaest i nfor mal | ygowietrm ne srtaarkggehddfder s t o di scuss
of developing the FLCB and specific technical i ssues.

The feedback received througuhd ¢t heset warkamg@sohaisdadd
influenced the design of RHh&.FLCB as proposed in this

87 | Implementing a forward-looking cost base for heavy vehicle charges

§[[f"



§[[f"

12.2 Our consultation process

The consultatiopml epimegRlsGB frmordel f or heavy vierhicl e cha
Figaie

Figure 28: Consultation process for implementing changes

2023 & 2024 2026 2027

- —-

3

Consultation .. Fuel Tax Act .
Development Decision RIS Consultation Implementation

1 1
1 1

Testing model design | Preliminary public : Presenting a refined Following ITMM

features and policy settings : consultation to refine the : design, incorporating endorsement the final

with working groups. 1 design and understand ! feedback gained from C- proposed charges public
: major concerns priorto 1 RIS and updated values consultation will occur in
| publication of D-RIS : based on new data. accordance with the Fuel
AN / Tax Act pravisians

_________________ e
Current stage ITMM Final ITMM

consideration consideration

and approval and approval

12.3 Call for submissions

Thi RIG contains a rangétoofi mptemmenhdagi ansFLCB model
vehicl e annldar gnpd ement ati on options.

These represent the NTC6és initial assessment of the f
FLCB masiewedgt iasns and i mpl ementation pathways consid
The overall pRi $oses ofo Dhitsi @Ge these in a way that al
understand, assess and comment through a public consu

124 Timing and opportunities to engage

Thi RIG was pubbi Eebduany 2026
The consul tati on 2pe rFiedod uvaidyl Nea®H 6f r o m
Thi RIS, and additional i nf o\rTnCadtsi ome,b sciamre be found on t

To support interested parties the NTC wil Imobhe conduct
i nformation and t he o pghoatihuen inoyd etlo aansdk igmnpe setmeonntsat i on

12.5 How to make a submission

Submi ssions will5.b0eQpactcepted until

YV onl i wewwahtc.gov.au or

YV by maFor wbodking Cost Base
National Transport Commi ssion

Level 3/ 600 Bourke Street
Mel bourne VI C 3000
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12.6 Next steps

After the submission period closes, abhfgeotNf&rrwnaltli ocno n s
provided.

In IT'ine with threig28el haeNSB8ownl i npublish -RI Second RI
after | TMM has made its final deci s20h2Z7%n heavy vehic

Thr oughottRtl St tpiapse€u gglater vi ews
for devefloopdaowmglki ng cost base
charge0fiZ&mr bH&MMsi derati on.

Have your say

There are questions posed thr
stakehol der discussion. Quest
ot hmap8road comments and view
Your feedback wild oekhsngecbhbeée
consideration is robust, achi
community.

We invite you to write a subm
the Have Your Say ploratnasilp oornt t
Commi ssion website.

Submi ssion clpoms @t May5 .20Q@ 6
Publishing your submission

Submi ssions will be published
We wi | | al so not publish subnm
or offensivdreerdtoemtof Thd or me
(Cth) applies to the NTC.
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Appendix A. List of consultation
questions

Question 1:
Question 2:

Question 3:

Question 4:

Question 5:

Question 6:

Question 7:

Question 8:

Question 9:

Question 10:

Question 11:

Question 12:

Question 13:

Question 14:
Question 15:

Question 16:

How i mportant is the aim of reducing..BBe vol at
Do you support the tlroaonksiintg ocno stto..lt.ahsee...Bn@er twhaor dd?

Are there other issues that need to be consi de
adopt thteofo&iwgrdost base to set heav¥2vehicl

Do you agree with the expenditure categories?

AP P I 0. A C e 6 2
Do the current expenditure categories allow f¢
l'ives with eac.h..Cal.eg.0.l. .y 2 . 6 2

Do you prefer using a rate of retuyeabased on

bond rate or a blended rate in the FLCB model
o J= BT ST o I o T o F T 6 2

Do you agree with the proposesd atnrdeaartdmefn tn aonfc itnc
projects? I f not, please out.l..ne..your.é6preferr

Do you agree with the reempmmendecdc oapprpdeaals et ©
preferred..appr.oac.ha 6 2

Do you agree with the use of ABS® Government F
the | ocal government road expenditure for the
your preferred source for..gov.ernment..6d2ad exp

Do you agree with the | ocal government road ex
not, outline your pr.ef.err.ed. .. met.hodol.og¥.

Do you agree with allocating | ocal gover nment
expenditure categories via jurisdictional cat «
t hryeeear regul at. ol y .. Pl d.0.d.2 ... 6 2

Do you agree with the proposed approach regarc

vehicles? | f not, what is your preferred appr
approach be..has.ed. . . 0N 2 6 2

Do you agree thatgyenf pdpabsbmentgetto the regul
heavy vehicle registration charges should be |
adjustment mechanism in the Heawvy..Mehb2l e Chart

Do you have any comments .on..t.he..sens.i.6Bvity ar

Are there any other sensitivity..anal.y.68s that

Do you suppor t-ofulsyeenagr st hdei gsiutns met hod for depre
RAB? I f not, are you aware of an alternative |
value for depreciation of ..t.he..i.ni.t.i.,al.6®RAB i n I
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Question172 Do you suppor tyeaadropltiifnegs paan2 Of or the initial RA
would you prefer, aund..f.or..what..r.eas.oné@

Question18: Do you agree with the proposed information put
are used to advise governments on setting hea
.................................................................................................................................... 75

Question19: |I's there other informati.on..t.hat..s.houl.d5be publ

Question20: Do you support the broad approach to communi c:
forecasts? I f not, what otheur..appr.oach5shoul d

Question2: Do you support any of the four options as pr es
P I B T B Bl G i ————————— 85

Question22: Ar e there any alternativeldpttihcans srhotulidn dleu dexc
OQutline why this alternative opti oRI $85prefer:
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Appendix B. Marsden Jacob Associates
report

economics

; public policy
PRI VYol ASSOCIATES markets

strategy

Cost of Capital and Inflation review

Final report

4 June 2024

A Marsden Jacob Report
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Appendix C.Treatment of non-standard

financing arrangements

Table 20: Detailed treatment of non-standard financing revenue in the forward-looking

cost base

Type of revenue

Revenue received
by governments
from toll road
users or
beneficiaries

Revenue received
by governments
in excess of
government
contributions

Roads where
revenue from
tolls/value
capture fully
funds the road
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c revenue from
o] through t he

g system.
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ond t he governme
rel evant PPP/ t ol
rnment should coc
cted from the re€
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it through a dif
and registration
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Table 21: Treatment of non-standard financing expenditure in the forward-looking cost
base

Type.of Treatment Rationale
expenditure
Government Government | cHeavy vehicle charges
loanstoprivate Pri vate sectcprinciple of cost reco

in a PPP thatare set thotmi niamdesre v er
sector ; .

. . desigmede re recovery. Failure to o
partlclpar\t(s)— (with interesfrom other sources aga
commercial be recovered revenue requirements W
terms revenue requibe recovered -t &codealic)

the arrangemet hrough direct revenue
broadly commeand once through the b
system
Government Government | cWhere governments | end
loanstoprivate Pri vate sectcat an interest rate be
in a PPP wherof borrowing, the NTC
sector

. . arrangements costs should be recove
participant(s) -, . .Gy commeSimilarly, if the gove
non- there is a deprivate sect art par tiindis
commercial private sectcsignificantly above it
terms considered acsany administration cos

government ccfrom its | ending) then
revenues (as deducted from the reve
Further detaijfecovered from road us
need,edajmrdisdi(“”a’”or erveecrovery achiev
and the NTC (! ending to the private
with the NTC fequire the magnitude
the correct c9overnment to be ident
reflected in P€& provided.
This treatment is cons
second proposed princi
Payments by I f the goverrThe governmento6s payme
government specifically charges have not fully
recognising a payment to fcrroad durlng t he per|oq
sector particgovernmento6s payment i
e start or end the shortfall in reven
infrastructure . opncession thran ex ante ptehres pteicnei vwe
asset’s value recognises tltcontract was signed).
the asset (e.government that are no
or a payment users/ beneficiaries sh
asset value (Lroad users. This treat
through otherthe first and second p
souersc)y upon t
this payment
recovered frc
users
Gifted assets Gifted assetc<These costs have alrea
by other partother sources (e.g., t
to the goverrestate) Subsequent op
roads built tmaintenance/renewal / up
subsequently borne by government sh
to governmentfrom road users becaus
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O('DD“Q.:TSD_‘:SQ_CO

Type.of Treatment Rationale
expenditure
be added to tgovernment costs that
base. Howeverel sewhere. This treat
costs incurrethe first proposed pri
government or
mai ntenance ¢
are relevant
be recovered
users througt
Recurring Recurring payRecurring costs such
government by the goverrrepresent a genuine
payments to prlyate's'ectcundertaklng the PPP
. availability structure, as oppose
the private shadow tolls,constructing/ maintai
sector for minimum c(more 6traditional 6 p
participant(s) guarantees, €egovernmerts nteoddéi or v
be recovered revenue in return, t
model each yededucted from the mo
are incurred.requirement (in acco
and proposed treat me
treatment is consi st
second proposed prin
Early In the event Early termination of
terminationof t( e€r mi nati on c¢(several reasons, inc
a PPP (including-ccdefault by the priva
outs), costs force majeure or a d
government (lby a government. The
revenues receincurred by govkednine
be included irecovered through ro
and recoverecrevenue received by
road charges. (e.pgpayments from the
participant(s) or in
treat ment is consi st
second proposed prin

=0 => —
O(‘DU).O'_"QJ:SU)
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Appendix D. Expenditure categorisation
guidelines

Notnonol
“Transport ‘
Commission

“'l ?

Expenditure Reporting Guidelines

Forward-Looking Cost Base

Economics Team | July 2025
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Appendix E. Breakdown of registration
charges revenue by jurisdiction

Table 22: Option 1 Registration revenue by jurisdiction

Sub-option A
Year 2027-28 2028-29 2029-30
($ million) ($ million) ($ million)
ACT 55 59 62
NSW 587. 628. 668&.
NT 3 2. 3 5l. 3 71.
Qld 578. 6165. 652.
SA 208. 219. 238.
Tas 4 72. 5 (3. 5 2.
Vic 658. 693. 734.
WA 408. 430. 458 .
Total 2,592. 2, 666. 2,88B1.
Sub-option B
Year 2027-28 2028-29 2029-30
($ million) ($ million) ($ million)
ACT 55 59 62
NSW 5817. 623. 668.
NT 3. 3 2. 3 3.
Qld 578. 618. 655 .
SA 208. 218. 236.
Tas 4 72. 5 0. 5 3.
Vic 658. 696 . 738.
WA 408. 430. 458 .
Total 2,592. 2683. 284 4.
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Table 23: Option 2 Registration revenue by jurisdiction

Sub-option A

Year

ACT
NSW
NT
Qld
SA
Tas
Vic
WA

Total

Sub-option B

Year

ACT
NSW
NT
Qld
SA
Tas
Vic
WA

Total

185 | Implementing a forward-looking cost base for heavy vehicle charges

2027-28

($ million)

57

603 .

3 4.

598.

216 .

4 8.

674.

418.

2,5®8.

2027-28

($ million)

57

6083 .

3 41.

598.

216 .

4 8.

674a.

41 8.

2,5®8.

S[[f!

2028-29

($ million)

60

645.

3 &.

639.

228.

5 19.

718.

448,

2,7%0.

2028-29

($ million)

61

648 .

3 63.

633.

228.

52.

718 .

445 .

2029-30

($ million)

64

682.

3 &.

672.

233.

5 48.

7589.

469.

2029-30

($ million)

6 4

684.

3 8.

678a.

238.

5 0.

759.

472 .

2, 926.



Table 24: Option 3

Sub-option A

Year

ACT
NSW
NT
Qld
SA
Tas
Vic
WA

Total

Sub-

Year

ACT

NSW

Qld

SA

Vic
WA

Total

186 | Implementing a forward-looking cost base for heavy vehicle charges

-28

($ million)

59

6380.

3 5.

621.

216.

5 07.

699.

431%.

2027- 8

($ million)

59

6380.

3 5.

621.

2186.

5 07.

699.

431%4.

§[[f"

2,696.

S[[f!

2028-29

($ million)

63

668.

3 7.

658.

23a.

5 3.

742.

460.

2028-29

($ million)

63

668.

3 5.

659.

233.

5 3.

748.

460Q.

2,8%3.

2029-30

($ million)

66

703.

3 A

699.

248,

5 6.

788.

484.

3,0408.

2029-

66

708 .

3 %.

698.

246 .

5 68.

7886.

4886 .

3,0&0.












