Strategic Value of Enterprise Asset Management
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" ... And here's one of the
arlist's earliest paintings.”

*Mowr might be a good time to lel your wile,
whare vou keep yous insurance polices”




Our assets

Assets funded by the community several decades ago...
sold to shareholders...
expected to be sustained....
profitably
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A division of Asciano

Asciano

1 1
Pacific National Coal [=PYS TR EX I NLe1 Patrick
19BNTK 26BNTK 2.5MTEU

[FRITY]

250 Inter-city services per week LA
' i NORTHERN .
550 Regional services per week Ll S Vi Townsville
440 locomotives
6,500 WagonS {Alice Springs
. Gladstone
50 properties QUEENSLAND
SQUTH
AUSTRALIA BRISBANE
Geraldtan "L . (
e NEW SOUTH | -
- WALES ]
FPrErnRaTn't-lle i | ~/ Newcastle

¥

| Esperance ADELA|DE y (P e SYDNEY
A”; : t =" Pari kKembla
ariy L CANBERRA
“VICTORIA
Heelong B E

MELBOURNE Part Hastings




[ S ———
|||_——=——_—__ e —

Pacific National Rail
What's so special about Rail

» Special equipment
»Long life cycle

» Slow technology renewal
» Constantly moving assets
» Restricted supply market

»Pacific National Rail competes with trucks...
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Pacific National Rail
An ageing asset base

Commercial ageing

Technical ageing

Compliance ageing

Automotive models

Container sizes

Grain types

Obsolescence

Metal fatigue

Safety

Gas Emission

Radi

Noise emission
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Pacific National Rail
Linking Asset Management KPI to financial metrics

Identify the Total Cost of Ownership (TCO) components within the P&L.
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Pacific National Rail
Cost of defect

Safety
Maintenance m m

Rescue
Fatality Or

Cancelled
Stop on track or

Lost Days disturbed depart
& late arrival
Stop on track or

Injury disturbed departure I

& arrival on time
Within Operation

Near Miss No stop on track or

disturbed departure
Within Maintenance

Unsafe Act During PM inspection or
provisioning
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Pacific National Rail

An ageing asset base

Commercial ageing | Automotive models

Container sizes

Technical ageing

Compliance ageing

Total

Cost of
Ownership
Per NTK

Grain types

Obsolescence | | Metal fatigue

Safety | | Gas Emission || Radi

0)

Noise emission

Converted into $

For example for locomotives:
» Volume loss

» Reliability cost

» Maintenance cost (capital and expense)

Existing assets

Asset Allocation
& Deployment

>
Time

Maintenance
Operation




Pacific National Rail
Alternative new assets

Economic ageing | Design software | | ectronic brakes || AC versus DC || Hybrid

A
Total | New assets .
Costof| — Supplier Base
Ownership I Transformation

Per NTK Technology
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Pacific National Rail
The replacement decision

Commercial ageing

Technical ageing

Compliance ageing

Automotive models

Container sizes || Grain types

Obsolescence

Metal fatigue

Safety

Gas Emission

Economic ageing| Design software

Radi
o)

Noise emission

Total
Cost of

Ownership

Per NTK

Electronic brakes

AC versus DC || Hybrid

TCO existing assets > TCO new assets
ROCE / Cash Flow / IRR
Risks

New assets

>

Existing assets

Time

11



—

Pacific National Rail
Applying Asset Management to the wagon fleet

TCO
(not real)

AGE
» Would the old wagons design miss recent improvement in ride quality?
» Are wagons specific to freight?

» How long can wagons live? asaa@



Pacific National Rail
Applying Asset Management to the locomotives fleet
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AGE

» What will trigger the next acquisition?
» Can we swap locomotives across corridors and duties? -
» How will the supply market change alternative assets? ascia 9



Pacific National Rail
Summary

»Educate stakeholders on asset ageing

»Look at all costs, especially beyond maintenance costs

»Explore all engineering, technology and commercial opportunities

» Do not under-estimate compliance ageing driven by communities
»|f you have a fleet of assets, explore asset allocation and capabilities
»|f you have young and old asset, correlate TCO to age

»Finance can help calculate TCO of existing and alternative assets




