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QUEENSLAND ’

resources

COUNCIL

Resourcing Queensiand'’s future

21 January 2019

Committee Secretary

Transport and Public Works Committee
Parliament House

George Street

Brisbane Queensland 4000

via email tpwec@parliament.ald.gov.au

Dear Committee Secretary

The Queensland Resources Council (QRC) is the peak representative organisation of the
Queensland minerals and energy sector. QRC's membership encompasses minerals
and energy exploration, production and processing companies. QRC works on behalf
of members to ensure Queensland's resources are developed profitability and
competitively, in a socially and environmental sustainable way.

QRC welcomes the Queensland Parliament Transport and Public Works Committee's
(the Committee) inquiry into sustainable Queensland intrastate shipping industry (the
inquiry) and thanks the Committee for the opportunity to contribute.

QRC recommends that the Committee:

1.  Adopt a definition of sustainable shipping which is consistent with the legislative
definition already applied to ports in Queensland.

2, Requests more time for the inquiry to allow a thorough audit of the current
infrastate shipping task as well as to better understand the potential to expand
the scope of intrastate shipping if key regulatory and administrative barriers could
be addressed.

3. Consider a staged approach to the development of their report, with an initial
audit stage providing a precursor to a subsequent agenda of proposed reforms.

4, Ensure any response to terms of reference (i) is carefully informed by the work
already underway by AMSA on the implementation of the North-East Shipping
Management Plan.

In summary, QRC suggests that Queensland's coastal shipping policy should daim to
deliver a sustainable integrated, multi-modal freight network. The policy should
promote competition in coastal trading and ensure the efficient movement of cargo
between Australian ports for all types of freight occurs under fair and reasonable access
terms.
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Open regulation should encourage competition in the industry by both domestic and
international ship owners and drive for consistency across international, Commonwealth
and state jurisdictions. This policy would need fo refain existing protections around
safety and security, competition, quarantine, biosecurity and the Great Barrier Reef.

About Queensland's resource industry

To put the resources industry's interest in shipping into context, the Committee needs to
understand that geclogically, Queensland boasts a rich endowment of resource
wealth, which has seen the state develop a world-class and diverse resource industry
that contributes in many ways to our unique quality of life.

Queensland supplies the world with a broad range of elements, energy, minerals and
metals; and is fundamentally in the business of supplying the world's economic
development. Our resource exports are either energy fuels, like thermal coal and gas,
or the building blocks of development (copper. zinc, aluminium and metallurgical coal
for making steel).

In 2017-18, the total contribution to the Queensland economy from the resource industry
was $62.9 billion dollars, supporting one in five dollars in the Queensland economy and
one in eight Queensiand jobs.

High commodity prices and strong export volumes have seen Queensland's resource
industry contribute arecord $5 billion dollars in royalties for 2018-19 (Mid-Year Fiscal and
Economic Review 2018-19, Table 15, page 31). These royalfies help pay for
Queenslanders’ roads, schools and hospitals, and pay for the teachers that educate
our children, the nurses and doctors who look after our health and the police force that
keeps us safe.

ABS stafistics show that the Queensiand resource industry has created 10,000 jobs over
the past year - that’s a new job every 40 minutes (Australian Bureau of Statistics (ABS),
6291.0.55.003 - Labour Force, Australia, Quarterly, Nov 2018). The resource industry offers
well paid, highly-skilled and high-tech jobs — many of which are in Queensland's
regional and rural communities. The same ABS figures show that the mining industry has
the country's highest median weekly wage. And the median hourly wage for men and
women is close to parity with a gap of $1.50 or less.

In the year to November 2018, Queensland posted a record 380 billion export milestone
with an extra $10 bilion earnt through the sale of Queensland coal, minerals and
petroleum across the globe (Queensland Government Stafistician’s Office, Exports of
Queensland goods overseas, November 2018). Queensland now exports more than the
rust-bucket states of NSW and Victoria combined (Premier, Queensland’s exports boom
again, 7 December 2017). The latest Queensland Treasury report shows that the State’s
resource exports had increased to $65.6 billion — or 81% of the State's total merchandise
exports.

Shipping - the final link in the industry’s complex logistics chain

Shipping is Queensland's gateway to international frade, delivering Queensland exports
to our global markets. Some of Queensland's busiest ports work in and around the
Great Barrier Reef Marine Park. In 2017/18, the ports operating along the Great Barrier
Reef represented around 80% of export value from all Queensland ports (Queensland
Statistician, 2018).
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The resource industry has a strong interest in preserving the biodiversity of the iconic
Great Barrier Reef and recognises that the health of both the reef and the industry’s
operations are intrinsically intertwined. Shipping through a World Heritage area requires
arelentless focus on preserving the Great Barrier Reef's outstanding universal values.
This requires a continuing focus on risk management to address scientifically
documented environmental threats.

Ship movements through the Great Barrier Reef are managed by the world's most
advanced maritime safety surveillance system the Great Barrier Reef and Torres Strait
Vessel Traffic Service (ReefVTS). The real-time system, analogous to air traffic control, is
designed to enhance navigational safety and minimise the risk of accidents or pollution
in the marine environment.

Figure 1: The area of Great Barrier Reef and Torres Strait Vessel Traffic Service (ReefVTS)
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Source: MSQ & AMSA, Great Barrier Reef and Torres Strait Vessel Traffic Service
(Reef VTS)  User Guide, 2017, page 5)

In 2017, 11,412 voyages to and from trading ports along the GBR coast occurred
within the Marine Park and Torres Strait region; a 4% increase since 2015
(Queensland Government, 2017). Nevertheless, ReefVTS has been effective in
managing shipping in the GBR Marine Park. No incidents have occurred within
the coverage area of the system since coming into operation. The only recent
incident was the grounding of the Shen Neng I'in 2010 at Douglas Shoal north-
east of Gladstone. The vessel was outside the coverage of Reef VTS, which has
since been extended further South.
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QRC commends Maritime Safety Queensiand (MSQ) and the Australian Maritime Safety
Authority {AMSA) on the excellent work that they do in protecting the Great Barrier Reef
with ReefVTS. They have a short video on their website that explains how the system
works. QRC would recommend that the Committee take the fime to visit MSQ's
ReefVTS operations centre in Townsville, which is a state of the art facility.

The distribution of Queensland's ports reflects the state's outward focus on trade, with
an extensive network of 20 ports, ranging from small community ports to world-class
coal export terminals and a capital city mulfi-cargo port. The Queensland port system's
total throughput in 2016-17 was 336.6 million tonnes (Trade Statistics for Queensland
Ports, 2017). Exports were down by 0.8% (2.3 million tonnes) fo 291.8 million tonnes.
Imports were down by 1.2% (0.6 million tonnes) to 44.8 million fonnes.

Figure 2: The location of Queensland's ports
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Many of Queensland's exports are sold on a free-on-board (fob) basis, which means
that the ownership of the commodity is fransferred to the customer as the ship is loaded.
As such, the customer is responsible for arranging the shipping of the exports from
Queensland. This means that they select the ship and when it will arrive in Queensland
waters 1o collect the cargo. While these ships must meet dll the stringent conditions for
operating the waters of Great Barrier Reef - including safety, quarantine, environmental
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conditions, compulscry pilotage and the oversight of REEFVTS — the ships are ultimately
working for the customers of Queensland producers and not the preducers directly.

Sustainable intrastate shipping in Queensland

The Committee has been asked to report on “a sustainable Queensland intrastate
shipping industry”. QRC suggests that the appropriate definition of the term sustainable
will be important for framing the committee’s response.

Since the Parliament’s last inquiry into coastal sed freight in 2014, the Parliament has
passed the Sustainable Ports Development Act (2015). The purpose of this Actis to
“provide for the protection of the Great Barrier Reef World Heritage Area through
managing port-related development in and adjacent to the area" (s 1). That purpose is
explained in sections 2 and 3 of the Act as encompassing:

2 (b) ...establish a long-term vision for the future development of priority ports consistent
with the principles of ecologically sustainable development.

3 (a) ...provide a strategic and coordinated approach to managing economic,
environmental, cultural and social values in the Great Barrier Reef World Heritage
Areq.

Schedule 1 of the Act defines ‘ecologically sustainable' by reference to section 3A of
the Commonwealth Environment Act (1999), which sets out these principles of
ecologically sustainable development:

(a) decision-making processes should effectively integrate both long-term and
short-term economic, environmental, social and equitable considerations;

(b) if there are threats of serious or irreversible environmental damage, lack of full
scientific certainty should not be used as a reason for postponing measures to
prevent environmental degradation;

(c) the principle of inter-generational equity—that the present generation should
ensure that the health, diversity and productivity of the environment is maintained
or enhanced for the benefit of future generations;

(d) the conservation of biological diversity and ecological integrity should be a
fundamental consideration in decision-making;

(e) improved valuation, pricing and incentive mechanisms should be promoted.

Clearly thisis a very comprehensive definition of sustainable but given that the definition
already applies to ports in Queensland, QRC suggests that it sets a consistent basis for
defining sustainable shipping. QRC recommends that the Committee adopt a
definition of sustainable shipping which recognises the principles of ecologically
sustainable development, that considers economic, environmental, cultural and social
values, and just as critically, the best use of valuation, pricing and incentive
mechanisms.

Sustainable infrastate shipping also needs to be defined so that it is sufficiently broad to
capture the upstream and downstream effects of the intrastate shipping industry. As an
activity, shipping is generally an enabler of other industries, as a means and not an end
in itself. If the sustainability focus is too narrow, there is a risk that it overlooks the
importance of the industries and communities that rely on intrastate shipping.
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Three examples of Queensland industries that depend on responsive, efficient, reliable
and cost-effective intrastate shipping are the processing of bauxite, making cement,
and Incitec Pivot's production of ferfilizer and explosives. The Port of Gladstone hosts
substantial volumes of intrastate deliveries of bauxite from Weipa as well as Australia's
largest cement kiln at Fisherman's Landing. The kiln provides lime as a key input to
Gladstone's two alumina refineries. Incitec Pivot estimate that each year they transport
more than a million tonnes of fertilisers and raw materials along the East Coast.

Each of these industries rely on shipping services as a critical part of their logistics chain.
QRC contends that an infrastate shipping industry which does not serve these industries
well as customers should not be considered sustainable. In the past, intrastate shipping
has suffered from regulatory mandates that have diminished the price and standard of
service that they have been able to offer. A transport service that imposes inefficiency
and extra costs on their customers should not be considered sustainable.

The importance of an efficient logistics chain is illustrated in a graph reproduced below
from Aurizon’s 2018 Sustainability Report (page 28). This graph (Figure 12) shows for
metallurgical coal landed in India the components of fransport cost and the substantial
comparative advantage that Australia enjoys over four leading competitors. Any
disruption to the shipping service, or increases in the cost of these shipping services, not
only affects the sustainability of the shipping industry, but also affects coal industry these
ships service and the Indian steel industry that rely on the delivery of Queensland's high-
quality coking coal. Inefficiency or regulatory distorfions are quickly amplified once
their upstream and downstream impacts are considered.

Figure 12 — Land Transport, Port and Sea Freight Costs from Major
Metallurgical Coal Export Countries to India (USD/t)**

$9 l$4 il 7_J $23 austraia

$19 [ $8 | $40 Canada

' $301 551 $11 [TIErS—
$22 !' $5 e ; ’ | “, “ $46 United States

LI N $48 rusie
-73'1'"'3”-4&‘ -Fuet ﬁjE-ﬁFr:wFr

QRC suggests that the Committee’s contemplation of an expanded intrastate shipping
industry, under terms of reference (g), needs fo encompass the consequences for the
Queensland industries those ships service like bauxite, cement, fertiliser and explosives.
QRC endorses the more detailed discussion of this point in the submission from the
Australian Aluminium Council.

Audit current shipping task

Terms of reference (b) for the inquiry provides for the Committee to not only audit the
current intrastate shipping task, but also consider how this potential task could be
sustainably expanded by addressing any existing barriers. QRC strongly supports this
focus in the Committee's report and recommends that the Committee request more
fime for the inquiry to allow a thorough audit of the cumrent intrastate shipping task as
well as to better understand the potential to expand the scope of intrastate shipping if
key legislative, regulatory, policy and administrative barriers could be addressed.
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QRC was surprised by the paucity of readily accessible data on the current infrastate
shipping task in Queensland and suggests that the Committee's recommendations
could usefully address this apparent information deficit.

The 2014 Parliamentary Inquiry did a comprehensive job of summarising the snarl of
regulatory barriers to increased infrastate shipping. At the fime of the inquiry, there
were several reforms afoot at both the State and Federal levels. QRC suggests that in
addressing terms of reference (b), that the Committee could usefully update the
current state of regulation for infrastate shipping. Addressing this aspect of terms of
reference (b) then provides an excellent baseline for considering how these barriers
might be streamlined and reformed under terms of reference (g).

Given the complexity of some of these legislative, regulatory and policy matters across
a range of jurisdictions, QRC recommends that the Commitiee consider a staged
approach to their report with the initial audit stage providing a precursor to a
subsequent agenda of proposed reforms.

Finally, the ninth terms of reference (i) provides for the Committee to turn their mind to
how the impacts of a sustainable intrastate shipping industry could minimise any
potential impacts on the Great Barrier Reef. QRC suggests that an ongoing assessment
of risks to the Great Barrier Reef are already well in hand under the aegis of the joint
Commonwealth-Queensland Reef 2050 Plan. The overarching vision of the Reef 2050 is

"to ensure the Great Barrier Reef continues to improve on its Outstanding Universal
Value every decade beftween now and 2050 to be a natural wonder for ecch
successive generafion to come”.

An important part of how the Reef 2050 Plan addresses this vision is through the North-
East Shipping Management Plan (the plan) which is convened by the Australian
Maritime Safety Authority (AMSA). The North-East Shipping Management Plan aims to:

"give Australians confidence in how the growth of shipping area is managed
concomitant with growth in commodity flows and associated infrastructure such
as ports. It outlines measures currently in place to manage the safety of shipping in
the sensifive marine environments of Australia’s north-easf region and proposes
options and action to further minimise the environmental impacts of these
activities and related risks to the Qutstanding Universal Value and integrity of the
Great Barrier Reef World Heritage Area in the years to come.”

Further, at the end of 2018, the plan was updated to provide an even greater
connection with the shipping components of the Reef 2050 Plan.

The Great Barrier Reef is vulnerable to damage from shipping if it is not properly
managed. Recognising this vulnerability, the Great Barrier Reef was the world's first
declared particularly sensitive sea area (PSSA) to be recognised by the International
Maritime Crganisation (IMO). That area has been twice extended to protect a total
area of around 968,000 square kilometres (AMSA).

QRC commends the Australian Maritime Safety Authority (AMSA) on their work in
administering protective measures including:

e compulsory pilotage;
e mandatory ship reporting;
® the Great Barrier Reef and Torres Strait vehicle fraffic service (ReefVTs), in

conjunction with Maritime Safety Queensland (MSQ);
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. a two-way route in the Great North East Channel;
. recommended areas to be avoided (ATBA);

o designated shipping areas;

o a network of visual and electronic navigation aids;
) areas of no anchoring; and

o emergency response assets.

A good example of the way in which the two agencies, AMSA and MSQ work together
is the Queensland Coastal Passage Plan, which provides details around the operation of
pilotage and ReefVTS as well as a detailed set of planning chartlets.

QRC recommends that the Committee's response to terms of reference (i) needs to be
carefully informed by the work already underway by the Australian Maritime Safety
Authority (AMSA) on the implementation of the North-East Shipping Management Plan.

In summary

QRC suggests that Queensland's coastal shipping policy should aim to deliver a
sustainable integrated, multi-modal freight network. The policy should promote
competition in coastal trading and ensure the efficient movement of cargo between
Australian ports for all types of freight occurs under fair and reasonable access terms.

Open regulation should encourage competition in the industry by both domestic and
international ship owners and drive for consistency across international, Commonweadlth
and state jurisdictions. This policy would need fo retain existing protections around
safety and security, competition, quarantine, biosecurity and the Great Barrier Reef.

QRC notes that QRC member Rio Tinto have made their own submission to the inquiry
and fully supports that subbmission.

QRC would like to thank the Committee for the opportunity to provide a submission. We
would welcome any opportunity to appear before the Committee and address any
additional questions that Committee may have. The contact at QRC is Andrew Barger

I /- confirm that this submission is not

confidential and would welcome the Committee publishing it on their welbsite.

Yours sincerely

1
AN~

lan Macfarlane
Chief Executive

Attachments:
1. Resource contribution to Queensland (or at link)
2, Working alongside the Great Barrier Reef (or at link)
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Attachment One: Resources in Queensland.
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Attachment Two: Working alongside the Great Barrier Reef (or at link).
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