SUBMISSION NO. 157

ALBANY PORT AUTHORITY

SUBMISSION TO THE FEDERAL PARLIAMENTARY STANDING COMMITEE ON
TRANSPORT AND REGIONAL SERVICES

INQUIRY INTO INTEGRATION OF REGIONAL RAIL AND ROAD
NETWORKS AND THEIR INTERFACE WITH PORTS

SHORT TERM FREIGHT FORECASTS FOR ALBANY PORT (2005 - 2014)

Albany Port Authority (APA) has prepared short term forecasts of freight tonnage for
Albany Port (the Port) covering the period from 2005 to 2014. See attached Table 1
entitled “Estimated Cargo Tonnages 2005 — 2014” for details.

The total tonnage of freight that would require handling is forecast to increase from
2.97 million tonnes in 2005 to approximately 5 million tonnes in 2014.

These figures exclude iron ore that would add 7 million tonnes to the total annual
freight tonnage if the Southdown Iron Ore Project proceeds. In the event that this
project does proceed the first iron ore shipment is planned to be exported from the
Port in 2009.

EXISTING TRANSPORT INFRASTRUCTURE

The proportions of grain and woodchips (the major freight types) handled by the Port
that are transported by road and rail are detailed in Table 1.

In general the proportions of grain expected to be transported on rail and road are
respectively one half (1/2) and one half (1/2).

The proportions of woodchips expected to be transported on rail and road are
respectively two thirds (2/3) and one third (1/3).

Grain and woodchips are likely to account for approximately 98% of Port freight
excluding the possible effects of iron ore.

Rail Infrastructure

In general rail infrastructure serving Albany Port is adequate and the Australian
Railroad Group (ARG) advises Albany Port Authority (APA) that with feasible
changes to train schedules and the number and type of rail services the capacity of
rail to deliver freight to the Port is 4 million tonnes per annum.

The forecast increases in Port freight tonnages would place increased pressure on
existing transport infrastructure. The Albany Port Authority has plans to construct a
grade-separated crossing of Princess Royal Drive adjacent to the woodchip terminal
to enable longer woodchip trains to operate. APA plans to construct this structure in

early 2007.




The Port is serviced by a singie raiiway irack that connect Aibany with the wheatbeit
to the north and then to Perth. The railway line into the Port has a termination point
within the Port area, therefore both grain trains and woodchip trains are required to
enter the Port travelling in an easterly direction and reverse their direction of travel to
leave the Port (there is no loop facility to enable trains to access the port area,
unload and continue travelling in one direction to exit the port area).

Road Infrastructure

In general the road infrastructure on which freight is transported to and from the Port
is operating well within its capacity although the main roads entering Albany from the
north pass through a built up area of Albany.

Freight is transported to the Port by heavy vehicle transport from the interior of the
Great Southern Region predominantly via Albany Highway, Albany — Lake Grace
Road (Chester Pass Road) and South Coast Highway (Hassell Highway). There is
currently a bottleneck at the intersection of Albany Highway and South Coast
Highway also known as the Albany Main Roundabout.

Main Roads Western Australia has prepared plans for a ring road to divert traffic from
a point just north of Albany on South Coast Highway in a westerly direction around
Albany town (see details in the next section). Construction of Stage 1 of the Albany
Ring Road linking Chester Pass Road with Albany Highway has commenced and the
work is due for completion in May 2007.

The Albany Ring Road is a major project that has four stages and once the ring road
construction is completed to its ultimate specification road infrastructure for the
transport of freight to Albany Port would have sufficient capacity for decades (see
next section).

FUTURE REQUIRED TRANSPORT INFRASTRUCTURE

Rail Infrastructure

ARG has advised APA that in order to transport by rail to the Port more than 4 million
tonnes per annum of freight, stakeholders would have to construct new rail
infrastructure firstly within the Port and afterwards on sections of the railway system
north of Albany.

Options for required future rail infrastructure are shown on the map entitled “Albany
Port Authority - Existing and Required Future Transport Infrastructure”.

The possible future construction of rail loops at both the Port and at the Mirrambeena
Industrial Estate (Down Road) would have the potential to improve the efficiency of
rail transport of freight to the Port and to complement other rail upgrades such as the
duplication of the railway line between Mount Barker and Albany.

Road Infrastructure
The most relevant project from APA’s perspective is the Albany Ring Road project.

When all 4 stages of the ring road have been completed there would be a ring road
around the north and west of Albany that would enable heavy vehicles to access the
Port with minimal hindrance. Stages 2, 3 and 4 of the ring road are not funded.




Concepi design work is currently being undertaken by Main Roads. The uitimate
specification of the ring road would be a four lane dual carriageway providing priority
for vehicles on the ring road at intersections with all other roads including main roads.
Intersections of the ring road and main roads would be grade-separated.

Required future road infrastructure are shown on the map entitled “Albany Port
Authority - Existing and Required Future Transport Infrastructure”.

LONG TERM FREIGHT FORECASTS FOR ALBANY PORT (BEYOND 2014)

Long term forecasting of bulk freight trade through ports is difficult because of the
rapid development of new industries. Examples of this factor are the growth of the
plantation timber industry during the previous ten years and the imminent iron ore
development north east of Albany.

One worthwhile method of developing long term forecasts is to undertake research of
possible new industries and methods of handling freight.

Coal

APA has researched possible new mineral resources projects and has found that
there is a possibility of the development of a coal resource within South West Region
(the Bunbury Port catchment) that could be exported through Albany Port.

Were the export of coal through Albany Port to eventuate it is likely that the coal
would be transported by rail given the long haul distance and the potentially greater
efficiencies that could be achieved by rail in transporting bulk minerals freight great
distances. Given that coal trains are up to 2 kilometres in length there would be a
need for stakeholders to make significant modifications to the railway infrastructure
within the Port area. It is also likely that it would be necessary to duplicate long
lengths of the railway line between Albany and approximately Katanning to transport
large quantities of coal economically.

Containerisation
APA has also undertaken some feasibility planning work for the development of a
container terminal facility at Albany Port for the handling of low volume, high value

exports.

Freight handled by a future container terminal might be delivered to the Port by road
or rail but current forecasts of future container freight show that there would be
insufficient traffic to warrant new road or rail infrastructure.

The transport infrastructure needs identified above are detailed on Map 1 entitled
“‘Albany Port — Existing and Future Required Transport Infrastructure Needs’.
Because of the uncertainty surrounding long term freight forecasts, future transport
infrastructure requirements relating to the long term are not shown, whereas for the
short term (ie. 2005 — 2014) since freight forecasts are more certain, future
infrastructure requirements are shown, described as “future” transport infrastructure

(road or rail) needs.
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UNEXPLODED ORDNANCE (UXO) IN PRINCESS ROYAL HARBOUR

EXECUTIVE SUMMARY

Albany Port Authority (APA) attempted to mediate a seftlement with the
Commonwealth in relation to submerged explosive ordnance in Princess Royal
Harbour, but the process was unsuccessful. Therefore APA has commenced
litigation with the Commonwealth over Ordnance in Princess Royal Harbour. APA
has sought Commonwealth assistance in the location and removal of submerged
explosive ordnance in King George Sound in the vicinity of the proposed new
channel for the Grange iron ore project, but the Commonwealth has so far not
provided any commitmentis of assistance to APA.

BACKGROUND

In November 2000 the APA was undertaking dredging operations to construct a new
wood chip berth. In the process of dredging, a large amount of explosive ordnance
(EXO) was uncovered by the dredging machine. This ordnance included small arms
ammunition, large calibre ammunition, mortar shells, artillery shells and a 250lb aerial
bomb. Worksafe closed all dredging operations until a safe dredging method was
developed. The modified dredging method severely limited the rate of dredging and
incurred substantial additional costs for the APA, to ensure that bombs were not
sucked into the dredging machine. Ensuring that bombs were not sucked up by the
dredge meant that the bombs remained on the sea bed, so the problem remained,
incurring the Port a future liability cost in removing these bombs should additional
dredging occur at some time in the future.

The APA undertook extensive historical research and discovered that the origin of
the munitions was a sea-dumping campaign in 1947 and 1948, when the bombs
were meant to be dumped off the continental shelf, well out of Port waters. In the
process of loading the munitions on to a barge, a large quantity was spilt — either
negligently or deliberately by the armed services. The APA has sought
compensation for the exira dredging costs incurred and compensation for the
additional cost of dredging in the future, but the Commonwealth has steadfastly
refused to provide any compensation. The APA has been through an extensive
process of mediation ordered by the Supreme Court and in late 2005 this process
failed leading to a full court hearing.

The Commonwealth has shown no enthusiasm to solve this issue and the Port feels
that the Commonwealth is deliberately delaying a resolution to weaken the resolve of
the Port to pursue the matter.

CURRENT SITUATION

The APA has a Statement of Ciaim lodged with the Supreme Court for damages of
approximately $3 million for the extra costs involved in dredging, and also a claim for
additional costs which will be incurred in future dredging projects due to the presence
of the munitions. The value of the additional dredging has been estimated by an
expert at approximately $3million, but recent advice indicates that the costs could be

double this amount.

The APA has undergone a process of mediation through the Supreme Court in an
attempt to settle the claim without a full court hearing. The process has been
extremely protracted — to date there have been 9 expert reports exchanged, 3
mediation conferences held (over 2 years) and 2 expert meetings conducted.




The final mediation meeting took place on 18 October 2005, and since there was no
satisfactory outcome APA decided to proceed directly to court. This intention to
proceed to court has been communicated to the Commonwealth, and the matter is
being dual tracked, so that a court hearing can be scheduled as soon as possible
after the 18 October 2005 meeting.

Just recently it has become apparent that in addition to the bombs dumped in
Princess Royal Harbour just after the war, another problem exists due to bombs fired
from the Princess Royal Fortress (“the Forts”) on Mt Adelaide, overlooking the Port.
During the life of the Forts, from 1890 to shortly after the second world war, the
battery of artillery guns at the Forts were often fired at targets towed across King
George Sound. It is reasonable to assume that some of these shells did not explode
upon impacting the water, as is common with munitions, and they are now resting in
a dangerous state on the sea bed in King George Sound. It is also possible that
munitions were dumped in King George Sound. This presents a significant problem
if and when dredging of King George Sound for the proposed Grange iron ore project
proceeds. This project will involve an extensive dredging campaign of over 9
kilometres through King George Sound, to a depth of 15 — 17 metres. The Port is
likely to incur substantial additional cost to deal with these munitions and the
Commonwealth has not shown any willingness to assist with their removal.

It has been extremely difficult for one of the smaller ports in the state to seek redress
from such a well-resourced litigant as the Commonwealth Government. Not only
that, but the Commonwealth criticises the State over “bottlenecks” in ports, but at the
same time does nothing to remove bombs negligently placed in Albany port waters
by the Commonwealth.






