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Glossary1
Ballast

Dense material used to stablise a vessel, especially
when it moves without cargo between destinations.

Bareboat charter

A vessel leased without a captain or crew.

Break bulk

Cargo that is packaged as a unit, but not
containerised eg. bags, bales, barrels etc.

Open register

A shipping register which is not limited to the home
nation and allows registration by ships from other
countries. It may offer commercial benefits such as
cheap registration fees, low or no taxes and freedom
to employ cheap labour.

Ship operator

An owner of a vessel.

Shipper

Respresents a cargo interest who typically enters
into a contract with a ship operator for the carriage
of goods.

Time charter

A leased vessel supplied with a captain and crew
chosen by the lessor.

Triangulation

Typically involves a foreign vessel which offloads
overseas cargo at a domestic port, runs a single
voyage on the coastal trade and then embarks on a
full load to another offshore destination.

1

Terms for this glossary have been adapted from: definitions throughout the body of this report;
Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012; Explanatory Memorandum, Tax Laws Amendment (Shipping Reform)
Bill 2012.
ix

Chapter 1
Introduction and conduct of the inquiry
1.1
On 22 March 2012, the Senate referred the provisions of the Coastal Trading
(Revitalising Australian Shipping) Bill 2012 and related bills to the committee for
inquiry and report by 19 June 2012. The committee tabled its report on 15 June 2012.
The related bills include the:


Coastal Trading (Revitalising Australian Shipping)
Amendments and Transitional Provisions) Bill 2012;



Shipping Registration Amendment (Australian International Shipping
Register) Bill 2012;



Shipping Reform (Tax Incentives) Bill 2012; and



Tax Laws Amendment (Shipping Reform) Bill 2012.1

(Consequential

1.2
In his second reading speech, the Hon. Anthony Albanese, MP, Minister for
Infrastructure and Transport, outlined that the bills aim to:
-

promote a viable shipping industry that contributes to the broader
Australian economy;

-

facilitate the long term growth of the Australian shipping industry;

-

enhance the efficiency and reliability of the Australian shipping
industry as part of the national transport system; and

-

maximise the use of vessels registered in the Australian General
Shipping Register.2

1.3
The bills were introduced into the House of Representatives on
22 March 2012 and were also referred to the Senate Standing Committee on
Education, Employment and Workplace Relations (EEWR committee) and the House
of Representatives Standing Committee on Infrastructure and Communications on the
same day.3
1.4
The EEWR Committee tabled a short report on 24 April 2012 and outlined
that, in the interest of efficiency, its members would participate in this committee's

1

Journals of the Senate, 22 March 2012, p. 2351.

2

The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, House of
Representatives Hansard, 22 March 2012, p. 2.

3

Journals of the Senate, 22 March 2012, p. 2351; Votes and Proceedings, House of
Representatives, 22 March 2012, pp 1373–1374, 1384; House of Representatives Selection
Committee, Report No. 49, 22 March 2012, pp 3–4.
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inquiry process and rely on its report to inform it of the content and likely effect of the
bills.4 The House of Representatives committee tabled its report on 24 May 2012.
1.5
The bills were passed in the House of Representatives on 31 May 2012 with a
number of amendments.5 A number of the amendments were made 'in response to
issues raised by stakeholders through the Parliamentary inquiries'.6 The amendments
relating to the Coastal Trading (Revitalising Australian Shipping) Bills 2012 will be
discussed in chapters 4 and 5.
1.6

The proposed commencement date for the package of bills is 1 July 2012.

Conduct of the inquiry
1.7
The committee advertised the inquiry on its website and in The Australian,
and wrote directly to a range of individuals and organisations inviting written
submissions. These included government departments, industry groups and unions,
shipping/maritime organisations and academics. The committee received
26 submissions, which are listed at Appendix 1.
1.8
The committee also held a public hearing in Canberra on 15 May 2012. The
names of the witnesses that appeared are at Appendix 2.
1.9

The committee thanks all who contributed to the inquiry.

Policy context and background to the inquiry
1.10
The Regulation Impact Statement (RIS) to the package of bills noted that the
'need to implement a contemporary regulatory and fiscal regime for Australian
shipping is compelling':
There has been a decline in the Australian shipping fleet and industry over
recent decades, as regulatory drift has allowed a concurrent increase in the
number of foreign registered ships and the proportion of coastal trade they
carry has increased. As a consequence investment in Australian registered
shipping has fallen substantially and is predicted to lead to a situation where
there are very few Australian ships within a few years as the aging fleet is
retired from service. The strategic consequences of a decline in the
domestic maritime industry could be significant for a trading nation such as
Australia, particularly for the viability and longevity of its maritime skills
base.

4

Senate Standing Committee on Education, Employment and Workplace Relations, Coastal
Trading (Revitalising Australian Shipping) Bill 2012 and related bills [Provisions],
24 April 2012, p. 1.

5

House of Representatives, Votes and Proceedings No. 112, 31 May 2012, pp 1536–1542.

6

Supplementary Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping)
Bill 2012, p. 1.
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Our regulatory and fiscal frameworks have not kept up with international
trends and market reforms by other shipping nations, and the rapidly
changing nature of transport and freight logistics have not been able to
counteract that decline.7

1.11
Australian international trade is heavily dependent on shipping, with
99 per cent of international trade volume transported by ship 'reflecting our position as
an island trading nation with rapidly growing exports of coal, gas and iron ore'. 8
Australian ports manage 10 per cent of the world's sea trade.9
1.12
It is forecasted that the shipping task through Australian waters is expected to
double by 2029–30. The RIS for the package of bills highlighted the value of freight
carried by international shipping:
The volume of freight carried by international shipping is predicted to reach
more than one billion tonnes in 2012. The value of the freight attributable to
this task is valued at over $10 billion. The vast majority of freight earnings
are repatriated offshore.10

1.13
The Explanatory Memorandum (EM) to the Coastal Trading (Revitalising
Australian Shipping) Bill 2012 outlines that the increased shipping task will create a
demand for technical maritime skills. It stated that a vibrant domestic maritime sector
is dependent on a consistent supply of these skills including specialist shore-based
roles that draw their skills from the sea-based labour pool. Moreover, that there is a
global shortage of technical maritime skills and Australia cannot rely on immigration
to fill these positions.11
1.14
The EM acknowledged that '[a] viable shipping industry is recognised by a
wide range of OECD and developing countries as critical to national economic
prosperity' and further highlighted the need for reform of the Australian shipping
industry:
The Australian shipping industry has been in decline over an extended
period. The number of Australian registered ships in the major trading fleet
has dropped from 55 in 1995–96 to 22 in 2010–11. Without action, there
are unlikely to be any Australian registered vessels operating in the major
trades within the next five years. This decline stems from the failure of
Australian shipping policy to keep pace with global changes in the industry,

7

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, p. 78.

8

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, p. 10.

9

The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, Opinion piece:
'Reforms to the Australian Shipping Industry', The Australian, 8 December 2010.

10

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, p. 10.

11

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012, p. 1.
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as well as the regulatory and competitive settings faced by the domestic
industry.
...
Since the early 1990s, many developed countries have implemented fiscal
and policy measures to support their domestic industry. Access to beneficial
taxation and other arrangements further entrenches operating cost
differentials. The inability of Australian vessels to compete on a level
playing field with international operators has led to the current decline.
Indicative of this in 2010–11 approximately 417 ships operated on the
Australia coast under permit, compared to 22 Australian-registered and
licensed vessels.12

1.15
In an address to the Maritime Union of Australia Sydney Branch Conference,
the Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport
commented on this decline and acknowledged that 'international shipping is globalised
and highly competitive':
We need to become participants, not just customers. Giving our exporters
opportunities to establish in-house shipping operations or to enter long term
arrangements with Australian shipping companies offers them stable supply
chains.
...
Shipping operators maximise their competitive edge by registering with
countries that provide competitive policy settings. Under our plan,
Australian businesses will be able to invest in Australian registered ships
using a model which has proved successful in other countries. As a
Government, we are determined to remove the disincentives that have made
it uneconomic to operate Australian ships in a global environment.13

Benefits of the reforms
1.16
The Department of Infrastructure and Transport indicated that it was difficult
to predict precisely how many companies will respond to the incentives offered to
ship operators in the reforms. It emphasised however that the reforms provide 'a
strong investment platform'. It outlined that the Australian Shipowners Association
(ASA) 'has indicated publicly that there may be a spike with as much as $4 billion
worth of investment flowing from the reforms'.14 The ASA outlined:
What we know right now is that successful passage of this package will
result immediately in an investment of $180 million in new tonnage in the

12

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012, p. 1.

13

The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, 'The Gillard Labor
Government's Plan to Revitalise Australia's Shipping Industry', AS27/2010 Address to MUA
Sydney Branch Conference, Sydney, 1 December 2010.

14

Ms Karen Gosling, Executive Director, Surface Transport Policy, Department of Infrastructure
and Transport, Committee Hansard, 15 May 2012, pp 5, 7.
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Bass Strait trade. Those new ships will be more efficient, technologically
advanced and LNG fuelled, which is much cleaner.15

Current regulatory environment for Australian coastal trading
1.17
Currently, under Part VI of the Navigation Act 1912 vessels seeking to access
the Australian coast line are required to hold a licence, or for foreign-flagged vessels:
a Single Voyage Permit (SVP) or a Continuous Voyage Permit (CVP).
1.18
Vessels using permits currently perform approximately 30 per cent of
Australia's coastal shipping task.16 Vessels holding these permits are required to meet
the following conditions:
-

there is no suitable licensed ship available for the shipping task; or

-

the service carried out by licensed ships is inadequate; and

-

it is considered to be desirable and in the public interest that an
unlicensed ship be allowed to undertake that shipping task.17

1.19
The House of Representatives Committee on Infrastructure, Transport,
Regional Development and Local Government's 2008 report Rebuilding Australia's
Coastal Shipping Industry noted:
Licensed vessels may be registered (flagged) in Australia or elsewhere but
are required to pay Australian rates of pay when operating in the Australian
coasting trade. Permit vessels are not. This has the effect of making
licensed vessels less competitive with international permit vessels; thereby,
decreasing the number of licensed vessels operating on the Australian
coast.18

1.20
However, since the tabling of the report, the rates of pay for both licensed and
permit vessels engaged in coastal trading has been adjusted.
Seagoing Industry Award
1.21
On 1 January 2010 new remuneration structures for the Seagoing Industry
Award (SIA) were put in place to account for award modernisation legislation. Wages

15

Ms Teresa Lloyd, Executive Director, Australian Shipowners Association, Committee Hansard,
15 May 2012, p. 66.

16

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, p. iv.

17

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, p. 5 as cited in Department of Infrastructure and Transport, 'Coasting Trades
and Licenses and Permits',
http://www.infrastructure.gov.au/maritime/freight/licences/index.aspx (accessed13 April 2012).

18

House of Representatives Standing Committee on Infrastructure, Transport, Regional
Development and Local Government, Rebuilding Australia's Coastal Shipping Industry,
October 2008, pp 5–6.
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on licensed vessels are now determined by Fair Work Australia (FWA) and registered
under the Seagoing Industry Award (SIA) Part A or individually negotiated Enterprise
Bargaining Agreements (EBAs).
1.22
As of 1 January 2011, wage rates on foreign flagged vessels operating in the
coastal trade under SVPs or CVPs were no longer set by the International Transport
Federation (ITF) market rate, instead wage rates on these vessels are in accordance
with the Fair Work Act 2010 — these wage rates are known as SIA Part B rates.19
1.23
The Department of Education, Employment and Workplace Relation
informed the committee that the government's policy position is 'that all seafarers
working regularly on ships in Australian waters should have the benefit of Australian
workplace relations laws and a fair safety net of employment conditions'.20
1.24
A Deloitte Access Economics report, Economic impacts of the proposed
Shipping Reform Package, explained that SIA Part A has more generous provisions
than SIA Part B.21
1.25
Under the provisions of the shipping reform package general licensed vessels
(Australian-licensed) will continue to pay SIA Part A rates, and temporary licensed
vessels (foreign-registered vessels) will continue to pay SIA Part B rates.
Consultation and related inquiries
1.26
Consultation for the package of legislation began in 2008 with the inquiry
conducted by the House of Representatives Committee on Infrastructure, Transport,
Regional Development and Local Government (transport committee) into Rebuilding
Australia's Coastal Shipping Industry. The transport committee made
14 recommendations which 'articulated a comprehensive policy framework aimed at
revitalising the industry'.22
1.27

In response to these recommendations:



a Shipping Policy Advisory Group, comprised of industry and unions, was
established in 2009 to advise the government on how to implement the
recommendations;

19

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, pp 5–7; Department of Education, Employment and Workplace Relations,
Submission 3, pp 2–3.

20

Department of Education, Employment and Workplace Relation, Submission 3, pp 2–3.

21

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, pp 7–8.

22

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012, p. 2.
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the Department of Infrastructure and Transport released Reforming Australia's
Shipping–A Discussion Paper for Stakeholder Consultation in
December 2010 — 46 submissions were received;



three industry reference groups on the taxation, regulatory and workforce
elements of the reform were established and met from February – May 2011
to advise on implementation issues of the reform package;



the Exposure Drafts of the Coastal Trading Bill 2012 and the Coastal Trading
(Consequential Amendments and Transitional Provisions) Bill 2012 were
released on 19 December 2011 — 20 submissions were received;



the Exposure Drafts for the full package of legislation were released on
20 February 2012 — 27 written submissions were received; and



an industry roundtable was held on 28 February 2012, ahead of the close of
public consultation on 5 March 2012, to allow industry to provide feedback
on policy issues arising from the bills — 60 industry representatives
attended.23

Structure of this report
1.28
Chapter 1 of this report has provided an introduction and background to the
inquiry.
1.29
Chapter 2 will give a broad overview of the package of bills and the proposed
new licensing regime.
1.30
Chapter 3 will consider the economic impact of the bills on 'downstream
industries'.
1.31
Chapters 4 and 5 will examine submitters' concerns with the proposed
licensing regime, in particular the provisions on temporary licences.
1.32
Chapter 6 will discuss implementation and scrutiny of the proposed reforms;
the compact between industry and unions; and offer some concluding comments.

23

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 2–3; The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, 'Stronger
Shipping for a Stronger Australia', AS26/2011 Speech to the Maritime Industry, Sydney,
9 September 2011; Department of Infrastructure and Transport, 'Reforming Australia's
Shipping: Regulation Impact Statement', August 2011, p. viii.

Chapter 2
Overview of the bills and the proposed licensing regime
2.1
The Stronger Shipping for a Stronger Economy package of legislation is
comprised of the following five bills:


Coastal Trading (Revitalising Australian Shipping) Bill 2012;



Coastal Trading (Revitalising Australian Shipping)
Amendments and Transitional Provisions) Bill 2012;



Shipping Registration Amendment (Australian International Shipping
Register) Bill 2012;



Shipping Reform (Tax Incentives) Bill 2012; and



Tax Laws Amendment (Shipping Reform) Bill 2012.

(Consequential

2.2
There are four key elements to the reform package: tax reform, an Australian
international shipping register, a new licensing regime and workforce development.1
2.3
The Object of the Coastal Trading (Revitalising Australian Shipping)
Bill 2012 is set out in subclause 3(1) and states:
The object of this Act is to provide a regulatory framework for coastal
trading in Australia that:
(a) promotes a viable shipping industry that contributes to the broader
Australian economy; and
(b) facilitates the long term growth of the Australian shipping industry; and
(c) enhances the efficiency and reliability of Australian shipping as part of
the national transport system; and
(d) maximises the use of vessels registered in the Australian General
Shipping Register in coastal trading.

2.4
A brief overview of each bill is provided below. The Department of
Infrastructure and Transport highlighted to the committee the interlocking nature of
the bills. Although each bill 'may work independently, in terms of the intent of the
reform they work as a package':
...the government's decision to provide taxation incentives for the industry
has been underpinned by reforms to the licensing arrangements as well and,
with the establishment of the Australian International Shipping Register,
they have been designed in response to concerns from industry thinking

1

The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, 'Stronger Shipping
for a Stronger Australia', AS26/2011 Speech to the Maritime Industry, Sydney,
9 September 2011.
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about a range of measures to provide a more robust and strong platform for
investment for Australian shipping.2

Coastal Trading (Revitalising Australian Shipping) Bill 2012
2.5
The Coastal Trading (Revitalising Australian Shipping) Bill 2012 provides for
a regulatory framework for vessels to access coastal trading in Australia. It replaces
the regulatory arrangements currently set out in Part VI of the Navigation Act 1912.3
The bill clarifies that a vessel cannot engage in coastal trading without the appropriate
licence issued under the provisions of the bill. The bill proposes to:


establish three types of licences to authorise vessels to carry passengers or
cargo between Australian ports:


general licences (a period of no more than 5 years unrestricted carriage);



temporary licences (limited to 12 months restricted carriage); and



emergency licences (restricted carriage);



establish processes and decision making criteria for the conditions, and the
application and cancellation of licences, sets out Ministerial exemptions from
the Act and conditions for the enforcement of the Act; and



strengthen the review process by providing for review of decisions by the
Administrative Appeals Tribunal (AAT) and the delegation of powers to the
Minister and Secretary.4

2.6
The restrictions placed on Temporary Licences (TLs) are discussed further
below. In addition, a general licence holder has the ability to nominate for the trade on
any TL application. This replicates the current regulatory environment:
The proposed legislation mirrors the current practice under Part VI of the
Navigation Act 1912, which provides operators of foreign registered vessels
the ability to apply for a permit to carry Australian domestic cargo and
passengers on the basis that there is no licensed vessel available, adequate
and that it is in the public interest.5

2

Ms Karen Gosling, Executive Director, Surface Transport Policy, Department of Infrastructure
and Transport, Committee Hansard, 15 May 2012, p. 1.

3

Coastal Trading (Revitalising Australian Shipping) (Consequential Amendments and
Transitional Provisions) Bill 2012 repeals Part VI of the Navigation Act.
See Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
p. 4.

4

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012, pp 4,
19, 22.

5

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 6–7.
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Coastal Trading (Revitalising Australian Shipping) (Consequential Amendments
and Transitional Provisions) Bill 2012
2.7
The Coastal Trading (Revitalising Australian Shipping) (Consequential
Amendments and Transitional Provisions) Bill 2012 provides for transitional
arrangements for the provisions in the Coastal Trading (Revitalising Australian
Shipping) Bill (including a transitional general licence). It also makes consequential
amendments to the following Commonwealth laws:


Navigation Act 1912;



Australian Maritime Safety Authority Act 1990;



Occupational Health and Safety (Maritime Industry) Act 1993; and



Seafarers Rehabilitation and Compensation Act 1992.6

Shipping Registration Amendment (Australian International Shipping Register)
Bill 2012
2.8
The Shipping Registration Amendment (Australian International Shipping
Register) Bill 2012 proposes to establish a new Australian International Shipping
Register. It details the register's operation, administration and seafarer employment
conditions. The object of the Australian international register is to:
-

facilitate Australian participation in international trade;

-

provide an internationally competitive register to facilitate the long term
growth of the Australian shipping industry; and

-

promote the enhancement and viability of the Australian maritime skills
base and the Australian shipping industry.7

2.9
An Australian international register is intended to provide an alternative for
domestic ship operators to registering under open registers (which allow ships from
other countries to register, not just those of the home nation).8 An Australian
international register will allow vessels to use crews of different nationalities and still
maintain a link with the national flag. The EM explains that this link will ensure that
the regulators of the 'flag state' continue to monitor and enforce compliance with

6

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) (Consequential
Amendments and Transitional Provisions) Bill 2012, pp 4–8.

7

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, p. 9.

8

'Open registers are often called "Flags of Convenience" and currently 53% of the world fleet is
registered in open registers. The decision to register one's vessel in an open register is often
based on commercial benefit as some open registers offer "cheap registration fees, low or no
taxes and freedom to employ cheap labour"'.
House of Representatives Standing Committee on Infrastructure, Transport, Regional
Development and Local Government, Rebuilding Australia's Coastal Shipping Industry:
Inquiry into coastal shipping policy and regulation, October 2008, p. 9.
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safety and environmental standards and other matters 'which underpin the reputation
of the national flag'. The bill proposes that the Australian Maritime Safety Authority
(AMSA) will regulate these vessels.9 The EM expounds:
Australia’s rapidly expanding commodity trade is driving an increase in the
shipping task. Establishing an Australian International Shipping Register
provides an opportunity for domestic ship operators to increase their
involvement in international trade, without the need to re-register offshore.
...
Consistent with the operation of other quality international registers, vessels
on the International Register will be permitted to operate with mixed crews.
This reflects the global nature of shipping, with crew drawn from across the
world. The Government has determined that at least two senior positions
(engineering and deck officers) are to be filled by Australians. This reflects
the policy intent to build the domestic maritime skills base, by providing an
opportunity for Australians to gain the necessary international seafaring
experience.
To ensure that the International Register is competitive, international labour
terms and conditions will apply to seafarers working on board ships
registered in the International Register while they are engaged in
international trading.10

2.10
International labour terms and conditions will apply to seafarers working on
board vessels that are registered on the Australian International Register while they
engage in international trading. These are provided through the International Labour
Organizations' (ILO) Maritime Labour Convention (MLC) which Australia has
ratified. These conditions are stipulated in the Navigation Act 1912 and the Navigation
Amendment Act 2011.11
2.11
The Fair Work Act 2009 does not apply to AISR vessels when they are
engaged in international trading, and the Seafarers Rehabilitation and Compensation
Act 1992 will not apply to AISR vessels at any time.12 However, in accordance with
the MLC, the bill 'provides for compulsory insurance for ship owners for

9

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, pp 1, 2.

10

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, p. 1.

11

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, p. 2.

12

Supplementary Explanatory Memorandum, Shipping Registration Amendment (Australian
International Shipping Register) Bill 2012, p. 2.
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compensation in the event of death or long-term disability of a seafarer due to an
occupational injury, illness or hazard'.13
2.12
In addition, the bill provides for collective agreements for seafarers on
international voyages. The collective agreements are to be made with the seafarers'
bargaining unit (SBU) 'which will include all employee organisations that have
members on the ship who they are entitled to represent'.14
2.13
The bill proposes that the previous Australian Register of Ships will become
the Australian General Shipping Register (the General Register), and the bill specifies
the transitional provisions for the General Register for vessels currently engaged in
Australian coastal trading.15
2.14
Vessels registered on either the Australian International Shipping Register or
the General Register may apply for the tax incentives specified in the Tax Laws
Amendment (Shipping Reform) Bill 2012 (discussed below).16
Shipping Reform (Tax Incentives) Bill 2012
2.15
The bill establishes a mechanism for members of the shipping industry to
obtain a certificate as an initial step in establishing their eligibility to access a range of
taxation concessions which are outlined in the Tax Laws Amendment (Shipping
Reform) Bill 2012.
2.16
The EM highlighted that there are 30 other jurisdictions which Australian
vessels compete with, many of which receive fiscal support under their home
registrations:
Many of these countries have introduced fiscal support measures as a
means of retaining ships on their national registers rather than see their
national flag ships move to foreign registers over which they have less
direct control. This action has seen their formerly shrinking national
registries attract back many of the defecting ships and is consistent with the
findings of the House of Representatives Committee on Infrastructure,
Transport, Regional Development and Local Government which noted that

13

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, pp 4–5. See also 'Correction to the Explanatory Memorandum',
Shipping Registration Amendment (Australian International Shipping Register) Bill 2012, p.1.

14

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, p. 5.

15

Explanatory Memorandum, Shipping Registration Amendment (Australian International
Shipping Register) Bill 2012, pp 2–3; see also the provisions of the general licence conditions
in Coastal Trading (Revitalising Australian Shipping) Bill 2012, pp 18–22.

16

See Explanatory Memorandum, Shipping Reform (Tax Incentives) Bill 2012, p. 4.
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supportive fiscal measures had resulted in an increase in additional tonnage
back to national registers.17

2.17
Eligibility for the certificate is assessed by the Department of Infrastructure
and Transport (DIT). Initially, an applicant is required to obtain a notice from DIT
30 days before lodging a tax return. A notice is intended to 'provide a certain level of
comfort for the applicant that they will subsequently qualify for a certificate' and
'provide the Department with timely data in order to quantify the extent to which the
Australian shipping industry is being assisted by these tax concessions'. A certificate
is required annually which will include some reporting and allow DIT to collect data
on the use of the tax concessions.18 Key eligibility requirements for the certificate
include:


having a substantial proportion of commercial, technical or strategic
operations and crew management in Australia; and



a training requirement (to be specified in regulations to the bill).19

2.18
The decision to refuse to issue, vary or revoke a certificate or notice is
reviewable by the Administrative Appeals Tribunal (AAT).20
Tax Laws Amendment (Shipping Reform) Bill 2012
2.19
The key taxation measures of the shipping reform package are contained in
the Tax Laws Amendment (Shipping Reform) Bill 2012. The bill amends the Income
Tax Assessment Act 1997, the Income Tax Assessment Act 1936 and the Taxation
Administration Act 1953.
2.20
Currently shipping companies pay a 30 per cent tax rate which is in line with
companies in other industries. In addition, shipping vessels are depreciated at an
average age of 20 years; and while a company can claim salaries and allowances to
seafarers as a tax deduction, they do not have access to refundable tax offset
provisions.21 The bill proposes the following tax incentives:


an income tax exemption for eligible ship operators on qualifying shipping
income as defined by the Shipping Reform Tax Incentives Bill 2012;

17

Explanatory Memorandum, Shipping Reform (Tax Incentives) Bill 2012, pp 1–2.

18

Explanatory Memorandum, Shipping Reform (Tax Incentives) Bill 2012, pp 7, 11;
Explanatory Memorandum, Tax Laws Amendment (Shipping Reform) Bill 2012, p. 9.

19

Explanatory Memorandum, Shipping Reform (Tax Incentives) Bill 2012, p. 8.
The Maritime Workforce Development Forum is developing the criteria for the training
requirement for consideration by the Minister.

20

Explanatory Memorandum, Shipping Reform (Tax Incentives) Bill 2012, p. 13.

21

Explanatory Memorandum, Tax Laws Amendment (Shipping Reform) Bill 2012, p. 9.
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accelerated depreciation of vessels via a cap of 10 years 'providing companies
with a greater depreciation in the early income years than is currently the
case';



roll-over relief from income tax on the sale of a vessel;



an employer refundable tax offset for Australian resident seafarers' salaries,
wages and allowances on qualifying vessels where the seafarer is employed
on the vessel for at least 91 days in the income year; and



royalty withholding tax exemptions for payments made on the lease of
shipping vessels by Australian resident companies on a bareboat basis on
vessels used commercially to ship cargo or passengers (the aim is 'to reduce
the costs for Australian shipping operators of securing vessels that may be
crewed by Australian workers').22

Compact
2.21
The discussion paper for the reforms outlined that that the 'shipping reform
package is conditional on a compact between industry and unions to deliver
productivity and efficiency reforms to better align practices in the Australian shipping
industry with international best practice'. It is intended that the compact should
consider the following:
-

Ship based cost reduction targets, including work practice productivity
and efficiency gains;

-

A process to review minimum manning levels by shipowners, the
maritime unions and the Australian Maritime Safety Authority, to
determine the optimum operational crewing levels on board vessels that
do not compromise safety or environmental outcomes; and

-

Introduction of riding gangs on board vessels involved in the coastal
trade to undertake additional maintenance on terms and conditions of
employment established under the Fair Work Act.23

22

Explanatory Memorandum, Tax Laws Amendment (Shipping Reform) Bill 2012, pp 3, 10–11.
'For the purposes of Australia’s domestic laws, payments under a bareboat charter (where a ship
is provided without crew or captain) constitute a payment for the use of, or right to use the ship
and, therefore, fall within the definition of a royalty. As a result, the non resident ship owner
may be subject to [Royalty Withholding Tax] RWT, imposed on the gross royalty receipts'.
Department of Infrastructure, Transport, Regional Development and Local Government,
'Reforming Australia's Shipping: A Discussion Paper for Stakeholder Consultation',
1 December 2010, p. 10.

23

Department of Infrastructure, Transport, Regional Development and Local Government,
'Reforming Australia's Shipping: A Discussion Paper for Stakeholder Consultation',
1 December 2010, p. 12.
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Overview of the proposed licensing regime
2.22
As part of the shipping reform package, it is proposed that Part VI of the
Navigation Act 1912, which specifies the current licensing regulations, be repealed.
Instead, under the provisions of the Coastal Trading (Revitalising Australian
Shipping) Bill 2012 a three tiered licensing regime is proposed consisting of general
(GL), temporary and emergency (EL) licences. Provision is made for Transitional
General Licences (TGLs) to be issued to licensed vessels currently engaged in
Australian coastal trading.
2.23
Foreign-registered vessels and vessels registered on the Australian
International Shipping Register (AISR) will need a TL to engage in coastal trading in
Australian waters.
Temporary licences
2.24
A TL is limited in both time and the number of voyages (a minimum of five)
authorised by the licence:
Unlike [the proposed] general licence which enables a vessel to have
unrestricted access to coastal trading, a temporary licence is restricted to the
matters authorised in the licence—for example, the number of voyages,
kinds and volume of cargo or number of passengers, ports of loading and
disembarkation etc.24

2.25
Within two business days of receiving an application for a TL the Minister
will publish the application on the department's website and general licence holders
and organisations directly affected by the application will be notified. In response, a
'holder of a general licence may nominate to carry one, or more, of the voyages for a
particular kind of cargo specified in the application'.25 The EM explains:
The purpose of the general licence provisions is to ensure that an Australian
vessel operating under a general licence is given the opportunity to
maximise its trade. It is expected that the applicant of a temporary licence
would disclose truthful and accurate information to enable the holder of a
general licence to determine whether it is able to carry the trade and
nominate to do the service.26

2.26
If one, or more, responses are given in relation to an application for a TL, the
Minister must have regard to:
-

the outcome of the negotiations;

24

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
p. 22.

25

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
p. 24.

26

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
p. 34.

Page 17

-

whether, and to what extent, the vessel authorised under a general
licence is equipped to carry the passengers or cargo;

-

whether those passengers or cargo can be carried in a timely manner;

-

the reasonable requirements of the shipper of the cargo if the application
relates to the carriage of cargo.27

2.27
The Minister is required to make a decision on the application within
15 business days. The details of granted TLs must be published on the department's
website. Decisions to refuse an application will also be published on the department's
website.28
2.28
There is no limit to the number of times an applicant may seek to vary a TL.
However, any application to increase the number of voyages must have a minimum of
five voyages included and general licence holders affected by the variation will be
notified and details of the application will be published on the department's website.
The assessment period for such a decision is seven business days.
2.29
Variation of TLs to include new matters is stipulated in Subdivision D of the
coastal trading bill. Subclause 51(2) (application to vary temporary licence) is
identical to the requirements set out in subclause 28(2) on the application for TLs
which states:
The application must be in writing and specify the following:
(a) the number of voyages, which must be 5 or more, to be authorised by
the licence;
(b) the expected loading dates;
(c) the number of passengers expected to be carried;
(d) the kinds and volume of cargo expected to be carried (if any);
(e) the type and size, or type and capacity, of the vessel to be used to carry
the passengers or cargo (if known);
(f) the ports at which the passengers or cargo are expected to be taken on
board;
(g) the ports at which the passengers are expected to disembark or the cargo
is expected to be unloaded;
(h) such other information as is prescribed by the regulations.29

2.30
For variation to a TL on a matter previously authorised, such as changes to the
port routes agreed upon, the assessment period is limited to two business days.30

27

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 25–26.

28

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 27–28.

29

Coastal Trading (Revitalising Australian Shipping) Bill 2012, pp 32–33.

Page 18

2.31
Table 1.1 provides an overview of the processing times and requirements for
TL applications and variations.

Table 1.1: Processing of Temporary Licence applications and variations
Type of application

Requirements

Processing of application

Temporary licence
12 months restricted carriage

Minimum five voyages.

Within two business days,
published to department's
website.

Specify the kinds and
volume of cargo or number
of passengers, ports of
loading and disembarkation
for each voyage specified
over the 12 month period.

General licence holders and
organisations affected are
notified.
Minister makes a decision within
15 business days; the decision is
published on the department's
website.

Temporary Licence: increase
voyages
Unlimited number of variations
permitted

Temporary Licence: variation (eg.
port routes, type of cargo)
Unlimited number of variations
permitted

Must be increased by a
minimum of five voyages.
The voyages should specify
the kinds and volume of
cargo or number of
passengers, ports of loading
and disembarkation for each
voyage.

Within seven business days.
Details of the application are
published on the department's
website.
General licence holders and
organisations affected are
notified.
Within two business days.
General licence holders and
organisations affected are
notified.
Details of the variation published
on the department's website.

Source: Adapted from Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping)
Bill 2012, pp 22–30.

Transitional general licences
2.32
Foreign-registered vessels that currently hold a licence (as opposed to a SVP
or CVP) are entitled to apply for a 'transitional general licence' as part of the proposed
reforms. The transitional licence may be granted for a period of no more than five
years and the application must show evidence that the seafarers working on the vessel

30

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 23–24, 29–30.
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are Australian citizens or hold permanent or temporary visas with the appropriate
working rights.
2.33
The provisions of the Transitional general licences are stipulated in Schedule
2, Part 3 of the Coastal Trading (Revitalising Australian Shipping) Bill (Consequential
Amendments and Transitional Provisions) Bill 2012. The EM outlines that the
Minister must have regard to the following in deciding on such an application:
-

whether the owner of the vessel intends to register it under the Shipping
Registration Act 1981 but is unable to do so immediately because of
commercial obligations or requirements under a foreign law;

-

whether the applicant held a licence or permit under the old law that
was cancelled;

-

any other matters the Minister thinks relevant.31

2.34
The same conditions that apply to a general licence apply to a transitional
general licence with the exception of the requirement to be registered on the
Australian General Register (as a vessel using a transitional general licence must be
registered in a foreign country). Further, TGLs do not have access to the tax incentives
offered in the reforms.
Table 1.2 outlines the proposed requirements and industrial agreement for each type
of licence.

31

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill
(Consequential Amendments and Transitional Provisions) Bill 2012, p. 11.
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Table 1.2: Proposed licensing requirements
Type
licence

of

Crew

Registration

Time period

Industrial
Agreement

Restrictions

General

Australian
citizens,
permanent
residents, or
persons with
appropriate
work visas

Australian
General
Shipping
Register

No more
than five
years

Seagoing
Industry Award
2010 – Part A

Unrestricted

Temporary

Mixed crews
(foreign and
Australian), in
the case of
AISR at least
two senior
positions are
to be filled by
Australians

Foreign
registered or
AISR

No more
than 12
months

Seagoing
Industry Award
2010 – Part B

Restricted to the
matters authorised in
the licence—for
example, the number
of voyages (minimum
of five), the type and
volume of cargo or
number of passengers,
ports of loading and
disembarkation.
Subject to whether
general licence holders
nominate for the
voyages set out in any
licence application.

Emergency

Mixed or
Australian

Australian
General
Shipping
Register,
AISR or
foreign

As
specified
for each
licence

Seagoing
Industry Award
2010 – Part A

Restricted

Transitional
general

Australian
citizens,
permanent
residents, or
persons with
appropriate
work visas

A foreignregistered
vessel that
holds a licence
under current
Part VI of the
Navigation Act
1912 (to be
repealed)

No more
than five
years

Seagoing
Industry Award
2010 – Part A

Unrestricted (as per the
general licence).
However, a transitional
general licence may be
renewed only once at
the discretion of the
Minister when preexisting contracts
prevent the vessel
moving to the general
register.
No access to the
taxation incentives.

Sources: Adapted from Explanatory Memorandum, Coastal Trading (Revitalising Australian
Shipping) Bill 2012, pp 18–19, 22–23; Explanatory Memorandum, Shipping Registration Amendment
(Australian International Shipping Register) Bill 2012, p. 11; Explanatory Memorandum, Coastal
Trading (Revitalising Australian Shipping) (Consequential Amendments and Transitional Provisions)
Bill 2012, pp 10–12; Deloitte Access Economics, 'Economic impacts of the proposed Shipping
Reform Package', February 2012, p. 10.

Chapter 3
The economic impact on 'downstream' industries
3.1
A number of submitters expressed concern that implementation of the coastal
trading bills would have a negative economic impact on industries that are reliant on
coastal trading. These arguments consisted of two key elements:


the temporary licence regime will excessively restrict foreign vessels from
accessing the coastline and reduce competition in the freight market; and



the policy intention for shippers to increase reliance on general licence vessels
will increase freight rates due to the higher seafarer rates paid on these
vessels.

3.2
This chapter will examine the broader arguments presented to the committee
on the economic impact on industries that are reliant on coastal trading. In particular,
it will examine arguments pertaining to:


the objects of the bill;



the policy intention to encourage the use of general licence (GL) vessels; and



wages and entitlements of seafarers.

3.3
A detailed examination of the regulatory elements of the reform will be
discussed further in chapters four and five, particularly submitters' concerns about the
operation of the temporary licences (TLs).
3.4
The majority of submitters' views discussed in this and proceeding chapters
relate to the Coastal Trading (Revitalising Australian Shipping) Bill 2012 (CT bill).
As such, references to 'the coastal trading bill' or 'CT bill' will refer to this bill.
Coastal trading
3.5
The Australian Dry Bulk Shipping Users provided a broad overview of the
current scale of coastal trade in Australia:
It is really important to understand the size and the scale of this market that
we are talking about when we are talking about coastal trade. The current
market supports 17 Australian vessels that move Australian product around
the coast. This is around 70 per cent of the total coastal trading market. So
you can see it is quite small. Foreign vessels account for a further 30 per
cent of the market, which I assume would be approximately eight shipping
vessel equivalents. So we are not talking about a massive market here. It is
not the 27,000 international voyages moving product in and out of
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Australia. It is a tiny slither of the market of which we are highly dependent
on.1

3.6
The Maritime Union of Australia offered the following explanation on the
decline in coastal shipping:
Fifteen years ago, when permits were starting to be abused, we were
servicing 95 per cent of our cargo. But then it went to 90, 85 and 80, and
now it is 70. What is going to happen if we do not get a curve in that policy
and start redirecting back into Australia as a shipping nation and start
securing the industry and making fiscal decisions both domestically and
internationally is that that 70 per cent will disappear and we will be a
country that is completely beholden to an industry that is not Australian.
Those percentages are mainly declining because of policy negligence or
policy oversight. We believe this suite of legislation addresses that.2

The object of the coastal trading bills
3.7
A number of submitters recommended that clause 3 of the CT bill (Object of
Act) should be amended to specifically acknowledge the need to foster the viability of
industries reliant on sea freight.3 The Business Council of Australia argued that:
...a key objective of any legislative reform of Australia’s shipping industry
should be to increase the competitiveness of the coastal shipping market
and ensuring globally competitive costs of transporting Australian goods by
ship. We have recommended that this objective be made explicit in any
legislative reforms being considered.4

3.8

CSR Limited, Sucrogen Australia and Sugar Australia argued:
The shipping industry is a service industry to the Australian economy. In
the past 30 years the importance of the integrated supply chain has become
well understood as part of an internationally competitive environment.
Dissecting coastal shipping from the supply chain is likely to lead to a less
competitive supply chain for Australian manufacturing or processing
industries. It is imperative that...all the ramifications of the Minister’s
decisions on the supply chain are considered and that this is reflected in the
Objects of the Act.
Therefore the Objects should include a clause which reflects the role that
the coastal trading framework has in promoting an efficient and effective

1

Ms Margie Thomson, Chief Executive Officer, Cement Industry Federation, Committee
Hansard, 15 May 2012, p. 24.

2

Mr Paddy Crumlin, National Secretary, Maritime Union of Australia, Committee Hansard, 15
May 2012, p. 62.

3

Australian Logistics Council, Submission 5, pp 2, 5–7; CSR Limited, Submission 13, p. 1;
Sucrogen Australia Pty Ltd, Submission 14, p. 2; Caltex Australia Limited, Submission 16, p. 6;
Minerals Council of Australia, Submission 20, p. 1; Sugar Australia, Submission 21, p. 3.

4

Business Council of Australia, Submission 6, p. 1.
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and competitive supply chain for Australia’s internationally trade exposed
industries. The welfare of the coastal shipping industry should not be at the
expense of the industries it is there to serve.5

3.9
Minerals industry suppliers and customers are responsible for up to half of the
bulk cargo (other than containers or break bulk) moved around Australia. The
Minerals Council of Australia commented:
Our priority, which is lacking in the Object and provisions of the Bills, is a
legislative framework that supports the interest of the consumers of
shipping services: flexibility and internationally competitive prices.6

3.10
Caltex raised similar concerns to other submitters about the object of the CT
bill. It argued that the reforms omit consideration of industries reliant on shipping, and
in doing so conflict with one of the objects of the CT bill, paragraph 3(1)(c), to
enhance 'the efficiency and reliability of Australian shipping as part of the national
transport system'. Caltex argued that:
...the objects of the Bill, and reform package as a whole, should include
improving the competitiveness of Australian industry in general and
through an internationally competitive coastal shipping industry.
The reform package should consider the competitiveness of industry reliant
on shipping by providing internationally competitive incentives to invest in
the shipping industry thereby developing a market in which there is an
economic incentive for shippers to use Australian flag vessels. If the
Government wishes to intervene in the shipping market, the costs should be
explicit through concessions to Australian flag vessels rather than hidden
through regulatory burdens on other Australian industries.7

3.11
The Department of Infrastructure and Transport (the department) argued that
the objects of the CT bill does consider the broader Australian economy:
The object of the Bill as set out in clause 3 reflects the Government's policy
intent and the Department believes addresses the increase in
competitiveness and provision of efficient and cost effective freight
solutions. In particular, item (a) in the object identifies the importance of
shipping being able to contribute positively to the broader Australian
economy. The industry will not be able to make a positive economic
contribution if it is inefficient.
It should be noted that the object clause was developed in close consultation
with the shipping industry – both ship owners/operators and users.8

5

CSR Limited, Submission 13, p. 1; Sucrogen Australia Pty Ltd, Submission 14, p. 2; Sugar
Australia, Submission 21, p. 3.

6

Minerals Council of Australia, Submission 20, p. 1.

7

Caltex Australia Limited, Submission 16, p. 6.

8

Department of Infrastructure and Transport, Submission 2.1 to the House of Representatives
Standing Committee on Infrastructure and Communications, p. 3.
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Amendments in House of Representatives
3.12
The object of the Coastal Trading (Revitalising Australian Shipping)
Bill 2012 set out in subclause 3(1) originally stated:
The object of this Act is to provide a regulatory framework for coastal
trading in Australia that:
(a) promotes a viable shipping industry that contributes to the broader
Australian economy; and
(b) facilitates the long term growth of the Australian shipping industry; and
(c) enhances the efficiency and reliability of Australian shipping as part of
the national transport system; and
(d) maximises the use of vessels registered in the Australian General
Shipping Register in coastal trading.

3.13
The object clause of the bill has since been amended with government
members of the House of Representatives agreeing to the following coalition
amendment:
(1) Clause 3, page 2 (line 11), at the end of subclause 3(1), add:
; and (e) promotes competition in coastal trading; and
(f) ensures efficient movement of passengers and cargo between Australian
ports.9

Encouraging the use of general licence vessels
3.14
As discussed in chapter 1, there has been a decline in Australian registered
ships. The Explanatory Memorandum (EM) outlined that this decline is due to the
failure of Australian shipping policy to compete with international competitors and
'the regulatory and competitive settings faced by the domestic industry'.10
3.15
A number of tax incentives have been included within the reform package to
counteract the decline in Australian-flagged vessels. In addition, regulatory measures
have been included in the reforms to ensure that it 'maximises the use of vessels
registered in the Australian General Shipping Register'.11

9

Mr Warren Truss MP, 'Non-government amendment no. 1, Coastal Trading (Revitalising
Australian Shipping) Bill 2012,
http://parlinfo.aph.gov.au/parlInfo/download/legislation/amend/r4784_amend_7d7eac80-006043ac-ade0-3918abf6ab56/upload_pdf/12048Truss.pdf;fileType=application%2Fpdf (accessed
6 June 2012); Mr Warren Truss MP, House of Representatives Hansard, 31 May 2012, pp 37–
39; Votes and Proceedings, House of Representatives, p. 1539.

10

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012, p. 1.

11

Coastal Trading (Revitalising Australian Shipping) Bill 2012, paragraph 3(1)(d) – Object of the
Act, p. 2.
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3.16
Due to a strong reliance on marine skills and experience, Ports Australia is
supportive of the proposed measures to develop Australia's flag fleet. It highlighted
that coastal shipping should be encouraged as a viable modal choice and that 'coastal
shipping has historically performed about 25 per cent of the total domestic freight
task'. It noted therefore, that 'any falling away of this performance could be expected
to significantly impact on landside infrastructure, logistics and operations and come at
a considerable cost to the economy'.12
3.17
It argued, however, that developing Australia's flag fleet should be seen as
quite distinct from strengthening the domestic sea freight task:
The objective of strengthening the role of coastal shipping is sometimes
perceived as the same as strengthening the role of dedicated national flag
shipping in the coastal task. They are distinctly separate issues.
...measures that will unnecessarily restrict the presence of other flags in our
coastal trades run the risk of deterring interest from foreign flagged
operators shipping freight on the coast where they currently address a
significant proportion of the total domestic freight task, while at the same
time stimulating little or no Australian flagged presence. What it is
imperative to avoid, in our view, is a net effect where the role of coastal
shipping in the total domestic freight task diminishes and Australia is left
with what amounts to a double policy failure of considerable significance
and impact.13

The Deloitte report on the economic impacts of the reform
3.18
Shippers of dry bulk commodities have argued that they will be adversely
affected by the proposed coastal trading bill on the premise that the use of TL vessels
will be phased out entirely over a five year period.
3.19
A number of these organisations formed an informal group, the Australian
Dry Bulk Shipping Users (ADBSU), to represent 'industries that are highly dependent
on coastal shipping to move dry bulk products'. ADBSU commissioned a report by
Deloitte Access Economics (Deloitte) on the Economic impacts of the proposed
Shipping Reform Package.14 The key findings of the report was that under the
reforms:


there will be an increase in the cost of coastal shipping, and by extension
freight rates of up to 16 per cent;

12

Ports Australia, Submission 24, pp 1, 2.

13

Ports Australia, Submission 24, p. 3.

14

The companies and industry associations involved include the Cement Industry Federation,
CSR, Penrice, Pacific Carbon, the Fertiliser Industry Federation of Australia and the Minerals
Council of Australia.
The Business Council of Australia and the National Bulk Commodities Group have also
provided in kind support to the Deloitte project.
See Australian Dry Bulk Shipping Users, Submission 4, p. 8
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these costs are likely to be borne by the users of coastal sea freight;



the aggregate impact on Gross Domestic Product (GDP) over the period to
2025 will be between -$242 million and -$466 million; and



an associated loss of employment of up to 200 full time equivalent
employees.15

3.20
While the Deloitte report explored the impacts on the wider dry bulk
commodities, it focused particularly on the dry bulk shipping groups that relied
heavily on Single Voyage Permit (SVP) and Continuous Voyage Permit (CVP)
vessels under the current regime including dry bulk companies that ship soda ash,
retort coke, gypsum, fertiliser, cement, clinker and raw sugar.
3.21
The Deloitte report specified that the large majority of Australia's shipping
task, the producers of bauxite, alumina, iron ore, steel products and liquid bulks, 'are
far less reliant on vessels operating under temporary licences' and as such are not the
focus of the Deloitte analysis.16 The modelling in the Deloitte analysis assumed that
TL vessels' coastal access would be 'severely' limited:
It is suggested that there is an intention of government to severely limit
access to the Temporary Licences under the new arrangements. If this were
to occur, this would reverse the situation that has occurred over the last
15 years where the granting of SVPs and CVP[s] has been accepted as a
necessity to ensure dry bulk cargoes are shipped domestically at
competitive prices.17

3.22
The department argued the Deloitte report had demonstrated a
'misunderstanding' that the bills were intended to limit coastal access for foreignflagged, TL vessels:
The report asserts that it is the intention of the Government to "severely
limit" access to the TL under the new arrangements, potentially removing
access altogether.
This is incorrect. The Government is not "closing the coast". Foreign
flagged vessels will continue to have a role in coastal shipping. It is
understood that Deloitte based its modelling on the assumption that TLs
would not be issued after five years.18

15

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, p. iii.

16

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, pp 14, 31.

17

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, p. 9.

18

Department of Infrastructure and Transport, Submission 2, p. 27. See Deloitte Access
Economics, 'Economic impacts of the proposed Shipping Reform Package', February 2012,
p. 7.
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3.23
The Deloitte report seems to indicate this and noted in its discussion on
modelling for its economy-wide impacts that:
...it should be noted that these estimates relate solely to the impact of the
proposed new licensing regime. While the taxation incentives may
influence the rate of uptake of vessel registration under the Australian flag,
the assumption here is that temporary permits are progressively restricted
over the period to 2015 – consistent with the path adopted in the Regulation
Impact Statement.19

3.24
The ADBSU asserted that the '[Deloitte] report makes the assumptions used
very clear. They are very similar to the Scenario D assumptions outlined in the
Government’s Regulation Impact Statement [RIS]'.20 The RIS based its impact
analysis on four assumptions in relation to TLs that:


Scenario A: there is no replacement of foreign TL ships with Australian ships.



Scenario B: Australian ships gain an additional 10 per cent of total freight
tonnage from foreign TL ships after five years.



Scenario C: As for scenario B but Australian ships gain 20 per cent of the
total freight tonnage in the 'other dry bulk', petroleum products and 'other
liquid bulk' sectors.



Scenario D: Use of foreign ships in the 'other dry bulk', petroleum products
and 'other liquid bulk' sectors is phased out altogether over the first five
years.21

3.25
It was outlined in the RIS that the government does have an intention to
'encourage replacement of foreign ships with Australian ships so some substitution
can be expected'. It therefore deemed scenarios B and C to be most realistic and
scenarios A and D as 'sensitivity tests of more extreme assumptions'.22
3.26
The department summarised the findings in the RIS that the 'combined net
present value of the economic cost of the package under scenarios B and C to be a
gain of between $40 million and $150 million.23

19

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, p. 37.

20

Australian Dry Bulk Shipping Users, Submission 4, p. 4.

21

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, p. vi.

22

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, p. vii.

23

Department of Infrastructure and Transport, Submission 2, p. 26.
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Transitional general licences
3.27
As discussed in chapter 2, TLs are given restricted access to coastal trading
and are limited to a 12 month period. In contrast, GLs are issued for up to a five year
period and are given unrestricted access to coastal trading.
3.28
A Transitional General Licence (TGL) must adhere to the same conditions
imposed on GL vessels, as specified in clause 21 of the CT bill, including that
seafarers working on the vessel are Australian citizens or hold permanent or
temporary visas with the appropriate working rights. As per GLs, TGLs pay Seagoing
Industry Award (SIA) Part A rates and the period of a TGL is determined by the
Minister with a limit of five years.24 A TGL vessel must hold a licence under the
current regime. It is similar to a GL vessel with two key exceptions:


it is not listed on the general register (foreign-registered vessels cannot be
listed on the general register); and



it does not have access to the tax incentives.

3.29
Ports Australia argued that developing Australia's flag fleet should not be
considered paramount to, or at the expense of, strengthening Australia's coastal
trading task. It therefore emphasised the need for sound transitional arrangements for
the reforms:
Our view is that there is a strong national interest in the promotion of
coastal seaborne freight and there is a strong risk of failure if this goal were
to be subsumed to the prospect that at best may bring one or two Australian
ships onto the coast. If dedicated coastal shipping were not to be successful,
international lines should not be discouraged or prevented from carrying
coastal cargo. In this regard we have suggested more consideration of
transitional arrangements.
The members of Ports Australia have strong empathy with the idea of a
stronger role for Australian vessels and seafarers in the coastal trades but
see the answer lying in the delivery of a competitive Australian shipping
industry to which there is an enduring commitment, rather than draconian
and cumbersome measures applying to the coast that might stifle that
trade.25

3.30
The Maritime Union of Australia asserted that TGLs are a fundamental part of
the reforms to assist in balancing the use of Australian and foreign vessels on the
coastline and to 'make sure we get that right mix':

24

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) (Consequential
Amendments and Transitional Provisions) Bill 2012, p. 11.
The provisions of the Transitional general licences are stipulated in Schedule 2, Part 3 of the
Coastal Trading (Revitalising Australian Shipping) Bill (Consequential Amendments and
Transitional Provisions) Bill 2012.
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Nothing is going to happen in five years. They are not going to shut down
the rollers so the industry is then in the hands of pure Australian operators.
The fundamentals of the package are that transitional licences will balance
out the economies of that use of Australian ships, and there is a dynamic
connection between those two things... And they [TGL vessels] will still be
there, as defined by the legislation, but complementing the use of
Australian shipping, not undermining it. That is the big difference.26
....
In five years time there are still going to be transitional licences. They will
still be operating closer to TCC rates under part B of the Fair Work Act
than part A and they will also be used to supplement and support the use of
Australian shipping, not to replace it. This whole [Deloitte] predication was
based on the doors coming down in five years time, and there is nothing in
the legislation to say that is going to happen. In fact, as I said before, the
legislation is based on the transitional licences using foreign ships and
foreign crews and maybe Australian international ships—our own version
of foreign ships, if you like—that are operating to support the Australian
content in the domestic area. So they [Deloitte] do not get it right. They
were not paid to get it right; they were paid to make the legislation wrong,
in my view.27

3.31
The department confirmed that the assumption in the Deloitte model (that TLs
will be phased out over five years) was incorrect. It strongly asserted therefore, that
Deloitte's findings on increased wages, and by extension freight rates, were inaccurate
and built on false assumptions.28 These arguments will be discussed further below.
Committee view
3.32
The committee considers that the transitional arrangements provided in the
coastal trading bills allow for adequate stability during implementation of the shipping
reforms. TGLs allow foreign-registered vessels currently engaged in coastal trading to
continue to service the industries that are dependent on their services. This approach
respects current commercial practices that are in place yet also provides an incentive
for these vessels to move to the general register, and full general licences, in order to
receive the proposed tax incentives.
3.33
In relation to temporary licences, the committee notes the arguments from the
department that the Deloitte report was based on a misunderstanding that temporary
licences would not be available after five years. The committee is assured that there is
no intention to entirely phase out the use of temporary licences.
26

Mr Paddy Crumlin, National Secretary, Maritime Union of Australia, Committee Hansard,
15 May 2012, p. 60.
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15 May 2012, p. 64.
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3.34
The committee recognises that the bills allow for foreign-flagged vessels to
have continued access to the coast using temporary licences, albeit restricted access. It
notes that vessels using the current permit regime are also subject to certain
restrictions, including allowing GLs to nominate for foreign-flagged vessels' trade.
3.35
The committee does acknowledge, however, that submitters deem the
proposed regime as more restrictive than the current permit system. These arguments
will be discussed further in chapters four and five.

Seafarer wages and entitlements
3.36
The Department of Education, Employment and Workplace Relations
(DEEWR) outlined that it had received advice from the Department of Infrastructure
and Transport 'that it is not intended that there be any discernable change in the
current level of Fair Work coverage under the Bill'.29
3.37
The Department of Infrastructure and Transport (DIT) asserted that the coastal
trading bills 'will not change the current coverage of the Fair Work Act' for vessels
engaged in coastal trading and 'it is expected that the shipping reform bills will not
impact on employment costs for ship owners or operators'.30
3.38
Some submitters were concerned that the policy intention to encourage the
use of GL vessels will drive up freight costs due to the higher seafarer rates required
on these vessels.31
3.39
Under the provisions of the shipping reform package, GL vessels will
continue to pay SIA Part A rates, and TL vessels (foreign-registered vessels) will
continue to pay SIA Part B rates. Under the current regime permit vessels are also
required to pay SIA Part B rates. The Deloitte report outlined the differences in
seafarer rates between SIA Parts A and B:
...the Seagoing Industry Award 2010 provides for more generous wages and
conditions in Part A than it does in Part B, with this generosity estimated to
be in excess of 62%. In light of this, the proposed licensing regime would
result in a greater reliance on vessels operating under a General Licence,
with associated higher wage costs under Part A of the Award.32
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Department of Education, Employment and Workplace Relations, Submission 3, p. 3.
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Department of Infrastructure and Transport, Submission 2, p. 16.
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Shipping Australia, Supplementary Submission 1, p. 3; Australian Dry Bulk Shipping Users,
Submission 4, pp 3, 4; National Bulk Commodities Group, Submission 10, pp 8–10; Deloitte
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February 2012, p. 13.
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3.40
Deloitte stated that seafarers under SIA Part A have more generous
entitlements and 'accrue leave at a rate of approximately one day of leave for each day
worked in addition to a range of other benefits for eligible employees including
handling allowances, disturbance of sleep allowances, meal allowances and study
allowances'.33
3.41
The Deloitte report argued that as a result, vessels operating under SIA Part A
have 'operated at some degree of competitive disadvantage to foreign vessels
operating on SVPs and CVPs'.34 The RIS acknowledged this disadvantage for
Australian-flagged vessels in the current regime:
The current regulatory system requires licensed ships to pay Australian
wage rates while carrying coastal cargo. In contrast, ships operating under
permit are able to pay their seafarers at international wage rates (consistent
with Part B of the Seagoing Industry Award) [with] substantially lower
crew costs. The cost differentials can be exacerbated when ships operating
on international trading routes, operate incidental Australian coastal
voyages, under permit, at marginal cost.35

3.42
The National Bulk Commodities Group (NBCG) provided an example in
different rates of pay in a profit and loss statement from one of its members. One line
item detailed the four different daily rates paid for employing 12 crew on a particular
coastal voyage. An additional line item from the statement projected the adjusted
freight costs required (per tonne) in order to 'break-even' under each wage rate paid.
These are outlined in Table 3.1 below.
Table 3.1: Example of wage and freight rate assumptions for July 2012
ITF Market
Rates

Aus Part B

Aus Part A

Typical EBA
rates

Crew daily rate Total 12 crew

$1,494

$2,764.60

$4,450.00

$8,939

Freight rate
increase/decrease
to break-even

- $1.75

$1.05

$4.76

–

Source: Extract from National Bulk Commodities Group, Submission 10, attachment 2, p. 1.
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Page 32

The impact of increased seafarer rates
3.43
The Deloitte analysis projected that freight rates could increase as much as
16 per cent under the reforms.36 Some submitters, and Deloitte, outlined some of the
options shippers have if faced with increased freight costs including:


withdrawal of services;



using alternative modal options;



import substitution;



passing costs on to consumers; and / or



industry absorbing the costs.

3.44
Shipping Australia specified that the introduction of SIA Part B rates in
January 2011 resulted in a substantial increase in the cost of carriage of cargo, and in
some cases the withdrawal of services.37 The NBCG foreshadowed the impact of any
further increases:
The increases in wage rates (ITF market rates to SIA Part B) resulted in
permit vessels increasing their freight rates by approximately A$5.00 per
tonne for a shipper chartering a mini bulker and A$2.00 per tonne for a
shipper chartering a handy size bulker on known domestic voyages of
known duration.
The reality of increasing freight rates results in either import substitution
becoming more commercially attractive or the gap between seagoing freight
rates and road haulage closing – in some cases significantly.38

3.45
Diagram 3.2, taken from the Deloitte report, outlined the potential economic
impacts that Deloitte suggests could flow-on to the dry bulk shipping industry as a
result of an increased 'cost base for coastal shipping'.
Diagram 3.2: Overview of the economic flow-on
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Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
February 2012, pp iii, 13.
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Source: Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform
Package', February 2012, p. 30.

Withdrawal of services
3.46
Deloitte noted that the impacts of the reforms 'rest heavily on the commercial
decisions of a range of industry players' which makes precise determinations
difficult.39 However, the committee has received some early indication from Sucrogen
Australia Limited that the molasses market may be forced to export offshore under the
reforms:
The balance of north Queensland molasses is sold and exported through a
single desk entity, Australian Molasses Trading which is managed under
contract by Sucrogen. The molasses business is highly trade exposed. A
Bill which has the effect of driving up the cost of coastal shipping will force
a potential re think of where this product is sold. All Australian molasses
could be exported into existing global markets in preference to supplying
domestic markets. This could cause the Australian market to import
molasses in cheaper international vessels. There is no benefit to the
shipping industry from this legislation if higher coastal shipping costs
encourage a change in trade flows from domestic to international.40

Alternative modes of transport
3.47
The Australian Logistics Council (ALC) submission cited government figures
that around 25 per cent of the domestic freight task (on a per kilometre basis) is
carried by ships. ALC highlighted that choice of transport mode within the freight
sector is dependent on a number of factors:
...including price, timeliness and reliability, availability (frequency) and
flexibility of service, suitability of mode for product and pick‐up and
delivery times falling within preferred windows of time for transport
customers.41

3.48
Taking this into consideration, the Deloitte report acknowledged that 'it is
unclear to what degree these modes of transport [rail and road freight] provide a
competitive and practical alternative to coastal bulk freight':42
For each of the commodities and freight routes included in the analysis, the
cost of road or rail freight was higher than the cost of shipping – even after
the 10 to 16 per cent increase – or was not an option due to location etc
(e.g. for those freighting commodity out of Tasmania to other states). As

39

Deloitte Access Economics, 'Economic impacts of the proposed Shipping Reform Package',
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such, intermodal substitution is not regarded as an option for managing the
freight cost increase for these commodity producers.43

Import substitution, cost absorption or costs passed on
3.49
Deloitte predicted that should an increase in freight rates occur, due to the
rising value of the Australian dollar, a switch to imports was highly likely. It noted
that due to thin margins within industry the scope to absorb costs is limited and 'if
they are passed through, competiveness will be diminished':44
For many of the commodities and freight routes included [in] the analysis,
the delivered price of competing imports was comparable even before the
increase in the delivered price of locally produced product. This is mainly
due to the current high exchange rate, which makes imports cheaper, and
the current low international shipping rates, which makes the cost of
importing goods cheaper. In light of this, the potential for these commodity
producers to pass on the cost of the increased freight rate is regarded as
minimal and the likelihood of substitution to imports high.
That said, in many cases, the industries’ thin margins mean the scope to
absorb a cost increase is limited. The ultimate outcome therefore is one
where either
(i) producers absorb cost increases and reduce output (partially or
wholly) as production becomes unviable; or
(ii) increase prices (pass on the cost impacts) to maintain margins.
In the case of the latter, an increase in the domestic prices raises the
probability that these intermediate commodities will be imported rather
than supplied domestically. As the discussion throughout other parts of this
report notes, the scope of import substitution is in many instances high.45

3.50
The NBCG commented on the impact of a potential wage increases, and by
extension freight rate increases. It emphasised the potential impact on smaller dry bulk
shipping users and further highlighted the likelihood of import substitution under the
reforms:
These increases would flow-through to freight rates with the knock-on
effect of making import substitution competitive leading to an outcome of
fewer Australian registered ships undertaking coastal transport tasks and a
significant loss of jobs in dry bulk manufacturing sites and within locally
based ship-management offices, which employ administrative and technical
personnel...
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The progression from the use of temporary licensed vessels to general
licensed vessels is unacceptable to smaller dry bulk shipping users, because
the freight rate adjustment (to accommodate the ship operator’s increased
crew costs – SIA Part B to SIA Part A) would render their product
uncompetitive when benchmarked against their international competitors.46

3.51
Mr David Trebeck, Chairman of Penrice Holdings, provided an example of
where imports or alternative modes of freight may be considered a preferred, and
more economical, option:
Penrice is an Adelaide based company which ships soda ash to other
destinations around Australia. We have a preference for using coastal
shipping where we can. The economic break-even is at about Newcastle. In
other words, if we tried to use coastal shipping to take product up to
Queensland it would get knocked off by imports of soda ash from the US,
which predominantly fill the Queensland market. The potential
development of coal seam gas and the extraction of soda ash out of the
water stream is an interesting variant on that, but that is outside today's
activities. We can just get product to Newcastle competitively. In fact, we
are a bit less than competitive with imports at Newcastle but our customers
stay with us because of other aspects of the service, such as reliability.
...
Further south than Sydney, it is cheaper now to send the product by road.
From an environmental viewpoint and other factors there are advantages in
sending it by ship, we all understand that, but road wins out to Melbourne,
for example. That is why the company has a relatively small geographical
area that it services by ship, and any action that results in extra costs being
loaded onto our coastal shipping providers, existing or new, will reduce that
window to the point where we will lose the market. It is as simple as that.47

Proposed wage rates maintain existing regime
3.52
The Maritime Union of Australia asserted that the High Court has already
found that the shipping industry 'is within the domestic remit of labour regulation and
the Fair Work Act'. It highlighted that that this 'was in no way determined by this set
of bills... and was put in place by the Fair Work Act and previously the Work Choices
act':
There was some confusion about the Deloitte report. They are obviously a
very important and pervasively influential group but they do not understand
shipping. Some of the things that they were commenting on, in terms of the
juxtaposition of costs, had nothing to do with this set of bills. It is
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something that had previously been determined in labour law in this
country.48

3.53
The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport,
in an earlier media release, asserted that:
Foreign ships operating on the Australian coast are already required to pay
Australian wages and our reforms make no change to this.
It appears the Deloitte modelling commissioned and released today by the
Australian Dry Bulk Shipping Users is based on the assumption that this is
not currently the case.49

3.54
In response to the Minister's statement, the ADBSU emphasised that the
Deloitte report does use Australian wages in its modelling and that these wages
include higher crewing costs for Australian flagged vessels due to seafarer
entitlements:
Following the public release of the DAE report, the Australian Government
has incorrectly claimed that the report compares international wages with
domestic wages. The Minister has used this incorrect claim as a basis for
the Government to dismiss consideration of the DAE report findings.
The Australian wages of the Seagoing Industry Award have been payable to
employees operating a coastal voyage under permit since 2011 under the
Fair Work Act. As per the Government’s Regulation Impact Statement,
Australian wages are also used in the modelling of the DAE report.
However, The Government must acknowledge that Australian flagged
vessels do face higher crewing costs than international vessels operating on
the coast as a result of the ‘conditions’ outlined in the Seagoing Industry
Award that do not apply to foreign vessels.
These conditions include some very generous elements including:
-

Approximately one day off for every day worked (including travel from
home to port); and

-

An additional five weeks annual leave.

These conditions represent expenses that are faced by Australian Flagged
vessels only.50

3.55
The department reiterated that the modelling for the Deloitte analysis was
based on an assumption that access to TL vessels would be phased out over a five year
period (forcing a total reliance on vessels paying SIA Part A rates), and that this was

48

Mr Paddy Crumlin, National Secretary, Maritime Union of Australia, Committee Hansard,
15 May 2012, p. 57.

49

The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, 'Shipping Reforms
Will Rebuild Australian Industry', Media release AA033/2012, 14 March 2012.

50

Australian Dry Bulk Shipping Users, Submission 4, p. 4.

Page 37

incorrect. The department informed the committee that the government had no
intention to entirely phase out the use of TL vessels:
...there is, as I mentioned before, an assumption that the government intends
to phase out temporary licences after a period of five years—that is,
arrangements for access for foreign vessels to the coast. This is not correct.
There is nothing in the legislation and there has never been anything in the
government's policy to that end.
...
Given that the underpinning assumption is that temporary licences will be
phased out, the modelling is predicated on the idea that wages will increase
between 60 and 100 per cent, which is based on moving from part B of the
Seagoing Industry Award to part A. That seems to underpin a number of the
cost assumptions. We would argue that that starting assumption is
incorrect.51

Committee view
3.56
The committee questions the findings of the Deloitte analysis on increased
freight rates and the reduction in competition for industries reliant on coastal trading.
The modelling used in the Deloitte analysis is based on a flawed assumption that
temporary licences will be entirely phased out within five years. This is incorrect.
Under the reforms, coastal trading will remain open to Temporary Licensed vessels.
3.57
The committee emphasises the interlocking nature of the package of bills. It
highlights that any economic analysis of the reforms should consider the full suite of
bills, including the tax incentives in the package. The Deloitte analysis fails to do this.
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Ms Karen Gosling, Executive Director, Surface Transport Policy, Department of Infrastructure
and Transport, Committee Hansard, p. 11.

Chapter 4
Regulation of temporary licences
4.1
The majority of the evidence received from submitters has been directed
towards the Coastal Trading (Revitalising Australian Shipping) Bill 2012 (CT bill). In
particular, submitters have expressed concerns on the operation of temporary licences
(TLs). This is consistent with evidence received by both the House of Representative's
transport committee inquiry undertaken in 2008 and the government's recent
consultation on the reforms.1 Evidence relating to the operation of the proposed
licensing regime and TLs will be discussed in this chapter and the following one. This
chapter will examine:


the voyage details required for temporary licence applications and variations;
and



the minimum five voyage requirement for temporary licence applications and
variations.

4.2
The Explanatory Memorandum (EM) to the CT bill acknowledged that
industry had expressed a range of concerns on the application process for a TL and
that as a result a number of models for the process were discussed with industry. The
EM explained that the CT bill is intended to balance these needs and those of general
licence (GL) vessels:
The provisions of the Bill are designed to balance the needs and priorities
of these businesses and industries whilst providing ample opportunity for
general licence holders to nominate to carry passengers or cargo that would
otherwise be carried by either foreign-registered vessels or vessels
registered on the Australian International Shipping Register.2

Submitters' views on the current regime
4.3
A number of submitters expressed satisfaction with the level of flexibility
provided in the current permit system.3 BP Australia commented:
BP operates Australian-licensed vessels supplemented with the use of
Single Voyage Permits (SVPs). The resulting flexibility is a key enabler for
the Australian hydrocarbon shipping sector to ensure continuity of physical

1

Department of Infrastructure and Transport, Submission 2, p. 10.

2

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 22–23.

3

Shipping Australia, Submission 1, p. 2; National Bulk Commodities Group Inc, Submission 10,
p. 10; Australian Shipping Consultants, Submission 17, p. 2.
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supply of fuel across Australia and to optimise the performance of our
Australian refineries and terminal infrastructure.4

4.4
The Minerals Council of Australia highlighted that minerals industry suppliers
and customers are responsible for up to half of the bulk cargo (other than containers or
break bulk) moved around Australia. The council commented:
Companies use a variety of shipping arrangements: some use Australianflagged and Australian-licensed vessels; others use occasional, foreignlicensed vessels on limited permits. This mix of types of vessel is critical
for creating competition and providing for flexibility.5

4.5
The Australian Logistics Council highlighted that the current permit system
has provided benefits to shippers through having easy-access to foreign vessels
undertaking triangular voyages which include an Australian coastal leg:
This freight carrying capacity has led, amongst other things, to keeping a
downward pressure on prices, particularly with regards to the carriage of
freight between the eastern seaboard and Fremantle.6

4.6
The National Bulk Commodities Group argued that the current permit system
provides choice and availability in the supply chain:
Transport logistics is extremely sensitive to a supply chain, which is
dependent on a service that is both competitive and reliable. These
attributes explain why Australian dry bulk shipping users are supportive of
the Permit system whereby competitive tension is maintained through
choice and availability. Turning the clock back to an era where dry bulk
shippers are deprived of competitive options and reliability is seen as a
retrograde step.7

4.7
In contrast, the Maritime Union of Australia argued that the current licensing
regime is ineffective and lacks transparency:
The permit system, until about 10, 12 or 15 years ago, was a reasonable
mechanism to get the balance right...
...the permit system basically was disintegrated in terms of its application
and it became a laissez-faire approach to the awarding of permits. There
was no transparency and there was no direct connection between the
awarding of permits and the nurturing of the domestic industry. In fact, it
was actively used over an infamous period of 10 years when really with
permits the exception then dominated the rule, and in fact with investment
in the Australian shipping industry we went from a shipping industry that
had one of the youngest fleets—on average about six or seven years—to
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one of the oldest fleets, where we now have these creaky old ships floating
around the place that are 20 to 25 years old.
So effectively industry policy that had been longstanding for generations in
this country had been undermined by what I would say was a negligent
approach to the issuing of permits. There was no transparency. There was
no ability for the Australian shipowner to position their ships to their own
advantage. There was no effective notice given for where parcels of cargo
would be moved. There was an ability to nominate the size of the cargo and
say, 'We will only carry that size of cargo, and the Australian ships aren't
the right size.'
So effectively, by the use of permits, they bypassed an existing fleet that
was efficient.8

4.8
The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport,
recognised these flaws in the current permit system when he announced the reforms:
It is important that Australian coastal shipping is competitive and that
shippers can make use of foreign-registered vessels when Australian ships
are not available.
But the current permit system is broken. It creates uncertainty and serves as
a disincentive to capital investment. Permits are too easy to obtain.
The alleged policy objectives are observed in the breach. It is not clear what
permits are being issued and for what trade. The rules aren’t clear and are
not set out in legislation. There are no incentives to encourage a long-term
commitment to working the Australian coast.
Reforms I am announcing today provide clarity and transparency to
shippers and operators and enable them to plan long-term. The new
licensing regime will support Australian shipping and set clear boundaries
around the necessary role of foreign vessels in our coastal trade.
Licensing requirements and conditions will be set clearly in legislation,
giving certainty and clarity to all operators.9

Temporary licence applications and variations
4.9
Some submitters argued that, in contrast to the present regime, the proposed
three tier licensing regime was restrictive and impractical. Key issues with the
licensing regime were directed towards TL applications and variations and included
concerns that:


any requirement for a TL applicant to forecast the number of voyages and the
types of cargo are impractical and do not allow for adequate flexibility;10
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the requirement to have a minimum of five voyages for a TL application is
unworkable and discriminates against smaller shippers (cargo owners);11 and



the requirement to have a minimum of five voyages when seeking to increase
the number of voyages on a TL is impractical.12

Voyage details required for a Temporary Licence
4.10
Subclause 28(2) and subclause 51(2) outline the details required for a TL
application and a TL variation respectively:
(2) The application must be in writing and specify the following:
(a) the number of voyages, which must be 5 or more, to be authorised
by the licence;
(b) the expected loading dates;
(c) the number of passengers expected to be carried (if any);
(d) the kinds and volume of cargo expected to be carried (if any);
(e) the type and size, or type and capacity, of the vessel to be used to
carry the passengers or cargo (if known);
(f) the ports at which the passengers or cargo are expected to be taken
on board;
(g) the ports at which the passengers are expected to disembark or the
cargo is expected to be unloaded;
(h) such other information as is prescribed by the regulations.
Note: The Minister may ask the applicant to provide further information,
see section 77.

4.11
Shipping Australia argued 'it is impossible to forecast the movement of such
cargoes' and questions how 'information can be provided over a twelve month period
when significant volumes of cargo come up for carriage at short notice'.13
4.12
Wallenius Wilhelmsen Logistics considered that the requirement to forecast
the movement of cargoes will lead to the termination of services by international
carriers and stated that '[i]t is completely impractical to provide this data with
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certainty and the Bill needs to be re drafted to reflect the realities of international and
coastal markets'.14
4.13
Australian Shipping Consultants also opposed the requirement and
highlighted that these projections are likely to be the subject of variation, which would
be a time consuming process. It argued that these variations would be contrary to the
'much heralded outcome of "greater transparency and recording of data"'.15
4.14
The Fertiliser Industry Federation of Australia informed the committee of the
difficulties its industry would face with the requirement and the flexibility that is
required for its seasonal industry:
We have problems with seasonality and unpredictability in the fertiliser
industry, so it is not just about cost but also about availability.
Approximately 55 per cent of our product is sold in four months of the year.
It is very difficult to get regular shipping which would suit an Australian
coastal vessel so the availability of foreign vessels is important in providing
the capacity at times when it is needed, so it is for a short period. The other
issue is that it is very common for us to reschedule shipping in all sorts of
ways. If we get an early break in Victoria and we empty the sheds in
Melbourne and we organise a vessel to go there, but if it suddenly pours
with rain the farmers stop picking it up. The vessel has to go to Adelaide
instead because there is no space in Melbourne, and you then have to book
another vessel for two weeks later to resupply Melbourne when it starts to
dry out again. So shipping decisions are being made on an almost daily, and
certainly weekly, basis. There is a difficulty in trying to predict ahead, and
the initial proposal for your five voyages 12 months ahead is going to be
difficult or impossible for our industry to meet.
...
From the fertiliser industry's perspective, it [the licensing regime] would
need to be as flexible as the existing system in terms of time frames because
that is why it is critical for us.16

4.15
Ports Australia noted that shipping companies involved in container trades
may adjust to the regime more readily, however it highlighted the bulk trades may
encounter more difficulties to accurately predict its trade over an extended period:
We believe therefore that a first tier issue is the effectiveness of the
temporary licence system and that its success or otherwise will lie very
much in the timeliness and responsiveness the regime demonstrates. At first
glance the complexity and perhaps the draconian nature of the reporting
requirements inherent in the coastal licensing permit system is an issue. Our
engagement with the shipping industry on this matter has drawn a mixed
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response but generally it is fair to say that the response to us has been that
shipping companies involved in the container trades may be able to adjust
to these requirements over time but that shipping lines and shippers
involved in the bulk trades will find it more difficult to predict precisely
their cargoes in advance given spot market and seasonal conditions.
While we see it as appropriate to leave it to the more expert opinion of
representatives of the shipping industry to suggest how the legislation might
be tweaked to make it more workable it is imperative in our view that if the
regime is to respond appropriately to the commercial realities of the coastal
trades including the container trades (particularly east/west) then it is
important to have fast turnaround times and to avoid the risk of the
regulators being bogged down in subjective argument about national
interest and what, at this juncture, constitutes the long term interests of
Australian national shipping.17

4.16
In concurrence with this observation, ANL Container Line who are currently
one of the largest users of SVPs and CVPs stated:
We move a lot of cargo around the coast at the moment for a large number
of clients. If you think of a container load, we are moving container loads in
the hundreds during the week. Each one of those has one client attached to
it, so it is not a bulk cargo, such as in some of the other submissions today.
...we support the package of bills. We think it is good that the government
is doing something. The industry as a whole has really lacked any
government sponsorship or any government interest over the years, and we
have finally got a government that actually is taking an interest in the sector
and realising that, as an island continent and a shipping nation, we need to
have a maritime policy. You cannot be an island continent with, as Paddy
Crumlin said, the fourth largest shipping task in the world and not have a
maritime policy. To date we really have not had that, until this package of
bills has come forward.18

4.17
The Australian Shipowners Association (ASA) represents 'companies whose
primary business is to provide sea transport services to the freight market as well as
companies whose shipping operations form an element of their supply chain, hence
some of ASA’s [m]embers are very large cargo interests' and are active in both
domestic and international trade routes under both Australian and foreign-flagged
vessels. The ASA submission noted that on matters of controversy among members, it
had opted to represent the views of the shipowner, as distinct from the shipper or
cargo interest.19
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4.18
The ASA expressed support for the enhanced transparency in the new
licensing regime to allow for GL vessels to nominate for trade.20 It acknowledged,
however, that there is an increase in administration within the proposed regime for
both industry and the responsible department. It argued that '[m]atters resulting in
excessive "red tape" for no demonstrable benefit should be reviewed to remove
onerous and unproductive requirements':21
The timeframe of the TL application (12 months) could make the provision
of data for that entire period little more than a "best guess" and, in many
circumstances, is unlikely to resemble the actual voyages required. This is
due to the unknown nature of many shipping movements. The result will be
a raft of variations being sought to the originally provided "voyage"
requirements, which will trigger the process of review by General Licence
(GL) holders. In total, this process would increase the administration
required in order to undertake a voyage with a non-GL ship from that
required under the existing legislation/permit regime. Such unproductive
red tape must be avoided. It is understood that one means of mitigating
this provided for under the Bill is to initially only apply for voyages
that are known and to apply for variations to add voyages at later
stages.22 (Their emphasis)

Acceptable tolerance limits
4.19
Following comments from industry during the consultation period an
'acceptable tolerance limit' was included for the projected volume of cargo or
passengers on a TL vessel, as well as for loading dates. 'Acceptable tolerance limits'
are defined in clause 6 of the CT bill. The EM outlined:
In relation to a cargo, the acceptable tolerance limit is plus or minus 20% of
the volume of cargo authorised to be carried on a vessel under a temporary
licence. In relation to passengers, the acceptable tolerance limit is plus or
minus 20% of the passengers authorised to be carried on a vessel under a
temporary licence.
In relation to a loading date, the acceptable tolerance limit is five days
before or after the loading date authorised under a temporary licence. While
current arrangements provide for a tolerance in regard to the sailing date,
this Bill uses the loading date. This is consistent with industry advice that
the loading date may in certain circumstances be more critical to the
ongoing management of operations (clearing a stockpile/empty storage
tanks etc), including upstream production.23
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4.20
Clause 37 (issue of temporary licence) and clause 48 (issue of varied
temporary licence) both allow for acceptable tolerance limits.
Balancing freight needs with General Licence nominations
4.21
The Department of Infrastructure and Transport (the department) informed the
committee that the coastal trading bill is intended to strike a balance between
recognising the freight needs around the coastline, as well as allowing for GL holders
to nominate for trade:
...what we have tried to do with that bill is to ensure that there is a balance
struck in terms of giving Australian general licence holders the opportunity
to nominate to be able to carry cargo, but the arrangements for temporary
licences also recognise that freight needs to move and it needs to move in a
timely fashion. We have ensured that there is a balance in terms of keeping
that freight moving but having a more visible and transparent process for
operators to be able to put their hands up and compete for that work...
In fact, having sat through the large number of consultations on these
reforms and trying to develop this legislation with industry, the department
can be left in no doubt about the importance of ensuring that freight
continues to move and the requirements of shippers. That is very clear to
the department and it has probably made this aspect of the reform the most
contentious in terms of trying to work with the industry to reach a final
position to put to government. Industry has made that view very, very
clearly known to us and we have taken it into account, having regard also to
the government's intent of trying to ensure that there is a better process than
currently exists for Australian vessels to be able to compete for cargo.24

4.22
The department clarified that while a TL was valid for 12 months, applicants
were not expected to forecast the detail of every voyage for the duration of the licence.
The department explained to the committee that it had allowed for flexibility in TL
applications and variations within the 12 month period:
Ms Gosling: ...I just want to be clear. I do not want to leave the committee
with an impression that an operator has to see 12 months out. The licence is
issued for a 12-month period, but the operator can come back as their
voyages are known, as it suits them. They do not have to anticipate. This
was a key change from bill 1 to bill 2. They no longer have to anticipate
their voyages 12 months out. They have to have a minimum of five, but
they could come back on a monthly basis if that suits them as the detail of
those voyages are known to them, in terms of going for the next suite of
approvals.
Senator BUSHBY: So they just have to undertake that they will do five
voyages?
Ms Gosling: Yes.
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Senator BUSHBY: They do not have to provide details until they know
what they are?
Ms Gosling: They have to provide enough information to ensure that a
general licence holder could seriously compete for that cargo, but they do
not have to anticipate on 1 July what they are moving [the following year]
on 30 June.25

Minimum of five voyages for applications and voyage variations
4.23
As discussed above, paragraph 28(2)(a) and paragraph 51(2)(a) of the CT bill
outlines that a TL application and variation of additional voyages must include the
detail of a minimum of five voyages. The department outlined the policy intent for
this requirement:
These provisions seek to address the long standing concerns that the permit
system, specifically SVPs, have enabled foreign registered and crewed
ships to operate in the Australian coastal trade almost without restriction.
As noted earlier in this submission, this has facilitated the long term decline
of the Australian shipping industry.
Although a TL will continue to allow foreign ships to be used to engage in
coastal trading, it is not simply a permit re-badged. Industry participants
will have greater visibility of what voyages these vessels are undertaking.
Currently, SVPs are issued without any regard to what previous voyages the
same vessel may have undertaken, or whether these vessels are undertaking
regular scheduled services that could be supported by an Australian
licensed vessel.
The CT Bill provides for a more rigorous application process for a TL.
Authorising the number of voyages also makes the role of foreign
registered vessels in the domestic trade more transparent.26

4.24
Australian Shipping Consultants, however, deemed the requirement of a
minimum of five voyages for TL applications and variations as 'wholly inappropriate
and unworkable in practice'.27 Shipping Australia also raised concern with the
requirement and argued that it discriminates against smaller coastal shippers who may
have a limited number of voyages per year.
4.25
Shipping Australia recommended that the provision be removed entirely, or
alternatively, that the parameters for the information required be more general than
those specified in the CT bill and that variations should be permissible on a single
voyage basis:
...the criteria for the original application of the temporary licence [should]
be based on best endeavours and the provision of full information, (where
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known). The temporary licence should be varied for one off voyages on the
basis of new information.28

4.26
Shipping Australia argued it would like to see the minimum voyage
requirement completely removed from the bill but stated 'our emphasis would be on
the variation'.29
4.27
Caltex also argued that a minimum voyage requirement 'is not practical or
reasonable' and recommended that the minimum number of five voyages per TL be
removed from the CT bill:
The only way for these shippers to obtain a TL would be to include "bogus"
or "fictitious" voyages in their applications so that they meet the minimum
voyage requirement. This places needless administrative burden on the
applicant as well as the Department for, what would seem, no benefit. This
also goes against one of the aims of the shipping reform package to increase
transparency and enhance the efficiency of the Australian shipping industry.
...
Clearly the intent of the minimum voyage requirement is to allow GL
holders to determine if they want to nominate to carry cargo outlined in a
TL application. However, if this requirement forces TL applicants to
include inaccurate or "fictitious" voyages then the intended outcome of this
requirement will not be achieved.
The government cannot expect accurate information when the needs of
industry have not been adequately taken into consideration and unnecessary
requirements are imposed in the Bill, such as requiring details of coastal
movements 12 months in advance and the minimum voyage requirement.
This places applicants in a difficult and untenable position.30

4.28
Clause 42 of the CT bill outlines that a breach of TL conditions, however, is
subject to civil penalties of 50 units for an individual and 250 units for a body
corporate. In addition, clause 59 states that '[i]f the Minister believes on reasonable
grounds that a condition of a temporary licence has been contravened' the Minister can
issue a written notice and following this, if deemed appropriate, cancel a licence.
Clause 63 details items that would be considered for an alleged inappropriate use of a
TL. Where it is deemed a TL has been used inappropriately it can be cancelled.
4.29
The department informed the committee that the views of industry
participants had been considered and the minimum voyage requirement had been
adjusted accordingly:
The first exposure draft of the CT Bill provided for a minimum of
10 voyages, however, following industry consultations and feedback, the
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minimum was lowered to five. This has received general support from
industry.
Stakeholders who currently operate under one or more, but less than five,
permits will be impacted by this requirement in the CT Bill; based on
2010–11 data, up to 15 operators are likely to be affected. It is expected that
there will be a need for these stakeholders to revise their business
operations to adapt to the requirements of the new legislation.31

4.30
The department emphasised the small number of operators likely to be
affected and informed the committee that three percent of permits over the last
12 months were issued to companies that used five or fewer permits over the year:
We are talking about a small number of operators, but we understand that it
is important to their business models. They want to understand what the
changes will mean for them. We are happy to continue working through
with them in terms of how they will be able to make this system work for
them. We have been doing that and we will continue with that industry
consultation as we go through the implementation details of the new
changes.
One option for them would be that they may be able to have some
arrangement with a general licence holder and that would give effect to the
sort of overall object of the government's reform in having greater use of
general licence holders of Australian vessels. Another option that may be
available to them is to work with an agent to see whether they can access
temporary licence approval that another operator has already secured. But
we are certainly happy to continue to work through those options with that
small number of operators who have a requirement for a small number of
voyages over a given period.32

4.31
The ASA informed the committee that any removal of the minimum voyage
requirement was unlikely to deter potential investment in two Australian vessels
operating in the Bass Strait. Ms Lloyd, Executive Director of the ASA asserted that 'as
long as the overall premise is that a GL holder is advised every time there is a
variation and has an opportunity to reply, that would meet the needs of that particular
shipping company'.33 The ASA further clarified this position with the committee:
...the five is a reasonably arbitrary figure and...we have never been
particularly sold on the concept of having a number. Whether it is five or 10
or 20 or two, we do not understand the policy intent of requiring a set
number of voyages.
...
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I think that, in many ways, the 12-month issue and the five-voyage issue are
quite mutually exclusive in that with the 12-month permit you are really
putting your hand up to play the game, so to speak, and then you apply for
voyages. You will only ever get approval for voyages that you know all the
detail about and for many, many operators that is not going to be a full
12 months worth. What the bill is suggesting, I suppose, is that you should
know for at least the next five. Maybe that works in some circumstances,
maybe it does not. We are saying that we do not really think it will help the
Australian shipping industry by confining it to five voyages.34

Committee view
4.32
The committee acknowledges the efforts made by the department to adjust the
'tolerance levels' in the CT bill for temporary licence (TL) applicants projecting the
volume levels and loading dates for voyages specified in TL applications and
variations. The committee commends this approach and the consideration given to
members of the industry during the consultation of the bills.
4.33
The committee also notes comments from the department that members of
industry are not expected to forecast cargo movement and volume for the full
12 month duration of a TL. Members of industry can include the details of voyages
that are known, and variations thereafter will be accommodated.
4.34
The committee recognises that industry's views on the minimum voyage
requirement were taken into consideration during the consultation process. This
resulted in the minimum voyage requirement being reduced from 10 to five. The
committee is concerned however, that the inclusion of a minimum voyage requirement
may encourage details of 'falsified' voyages in TL applications and variations. This
would compromise the objective to enhance transparency and assist GLs to nominate
for trade. Further, it may well result in an unnecessary increase in variations to the
detail of TL applications. This would be burdensome to the ship operator, shipping
industries and the department.
4.35
The committee notes the arguments that a number of stakeholders will be
adversely impacted by this requirement and recommends that the department reexamine these legitimate complaints from industries reliant on coastal shipping, as
well as those of the ship owners, to establish whether the minimum voyage
requirement is necessary to improve transparency arrangements.
4.36
The committee commends the policy intention which is 'designed to balance
the needs and priorities of these businesses and industries whilst providing ample
opportunity for GLs to nominate to carry passengers or cargo that would otherwise be
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carried by either foreign-registered vessels or vessels registered on the Australian
International Shipping Register'.35
4.37
However, the committee advises the department to consult more widely, and
in greater detail, to determine whether a minimum voyage requirement for TL
applications and variations is superfluous to other transparency measures outlined in
the CT bill to allow GLs to nominate for coastal trade.

35

Explanatory Memorandum, Coastal Trading (Revitalising Australian Shipping) Bill 2012,
pp 22–23.

Chapter 5
Operation of Temporary Licence provisions
5.1
As mentioned in chapter four, the majority of evidence gathered by the
committee related to the Coastal Trading (Revitalising Australian Shipping) Bill 2012
(CT Bill), and in particular the provisions relating to temporary licences (TLs).
5.2
This chapter discusses concerns raised by submitters on the impact of the
proposed licensing regime on specific aspects of shippers' enterprises including:


accommodating urgent variations and emergencies;



publishing general licence (GL) details to facilitate communication with TL
holders;



consideration of health and safety standards when a GL nominates for trade;



exemptions for certain classes of vessels when there is no Australian
registered vessel in that class; and



protecting integrated supply chains and avoiding voyage segmentation.

Urgent variations and emergencies
5.3
A number of submitters, in particular members of the petroleum industry,
recommended amendments to the CT bill to accommodate unforeseen circumstances
in the supply chain. The industry suggested this could be avoided by increasing the
flexibility of variation provisions or extending emergency licences (ELs) to the
maintenance of supplies for commercial purposes.
Urgent variations
5.4
In response to requests from industry to 'provide sufficient flexibility to
accommodate late scheduling changes or other upstream/downstream events that may
occur in the supply chain', the CT Bill now provides for expedited processing of two
categories of variations:


variation of matters already authorised by TLs such as voyage details to be
made within two business days (clauses 43–49); and



variation of licences to include additional voyages to be made within seven
business days (clauses 50–58).

5.5

GL holders will be able to nominate for trade in both categories.1
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5.6
Submitters from the petroleum industry argued that these should go further,
and that an urgent variation provision should be included in circumstances where a
vessel has already departed, especially in the maintenance of liquid fuel supply
security.2 In addition, Caltex argued that urgent approvals should be accommodated
on non-business days.3 The Australian Institute of Petroleum (AIP) commented:
The variations provisions of the bill have delivered a degree of flexibility
for temporary licence holders. Unfortunately, the flexibility only allows
prevoyage changes. The variation process will impose red tape and
administrative burdens that will not facilitate the policy objectives of the
bill and may require the specification of low-probability voyages in order to
meet the five-voyage requirement. Most importantly, it will not permit the
industry to make voyage changes on the water or efficiently respond to
unplanned urgent supply situations.4

Emergency licences for commercial activities
5.7
Clauses 64–75 of the CT Bill outline the provisions for ELs including the
applications, variations, decisions, granting, issuing, refusals and conditions of ELs.
No specific definition is provided on what constitutes an emergency. However
Subclause 64(2) sets out the details that must be included in an EL application,
including that the application must specify the emergency is 'a kind prescribed by the
regulations':
(2) The application must:
(a) be in writing; and
(b) specify:
(i) details of the emergency, being an emergency of a kind
prescribed by the regulations; and
(ii) the number of voyages for which the applicant is seeking
the licence (if known); and
(iii) the number of passengers expected to be carried (if any);
and
(iv) the kinds and volume of cargo expected to be carried (if
any) and the shipper of the cargo; and
(v) the ports at which the passengers or cargo are expected be
taken on board (if known); and
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(vi) the ports at which the passengers are expected to
disembark or the cargo is expected to be unloaded (if known);
and
(c) set out the reasons why the voyages cannot be undertaken by a
vessel authorised to be used to engage in coastal trading under a
general licence.

5.8
The Explanatory Memorandum for the CT bill states that 'the regulations will
prescribe the emergency situations for purposes of section 64; examples of an
emergency would include flooding, bushfire or other natural disaster'.5
5.9
As a possible alternative to amendments for urgent variations of TLs,
members of the petroleum industry asserted that ELs should be provided for certain
commercial activities.6 The AIP stated:
...we propose that emergency licences be granted on the criterion of liquid
fuel supply reliability and that this be codified in the legislation. This
requirement is not recognised in the current bill, though it does feature in
the ministerial guidelines under the current legislative regime.
AIP further propose that these emergency licences be automatically granted
upon notification to the department, based upon the need for urgency.
Alternatively, more flexibility could be provided around the requirements
for securing a temporary licence and for seeking variations to a temporary
licence, including changes and diversions that may need to be made after an
approved vessel movement has commenced, in order to minimise the risk of
fuel supply disruptions.7

5.10
The Ministerial Guidelines for Granting Licences and Permits to Engage in
Australia's Domestic Shipping state that issuing of a permit will consider the public
interest which includes:
...having regard to a requirement for maintenance of supplies, production or
service that could not be met by the use of licensed ships...8

5.11
The Australian Shipowners Association (ASA) also recommended that ELs
should 'be made available for commercial activities in genuine emergency situations,
which should include the GL check occurring prior to the application being made'.9 It
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suggested that 'on balance the emergency licence provisions are a little too tight to
provide the flexibility that many different cargo types might need'.10 The ASA
outlined in its submission:
While every attempt to accommodate urgent voyages has been made in the
draft Bill, and the variation process being able to be expedited to 2 days is
supported and appreciated, there will be circumstances where the approval
process for a variation will not be rapid enough to meet every need.
Throughout the consultation process the position has been maintained by
the Government that ELs are only available for humanitarian disaster /
relief etc.
ASA is of the view that it is entirely foreseeable that a trading ship with
commercial cargo may be required in "emergency" circumstances (such as
an unplanned shutdown of a plant, delivery of contaminated product
(thereby requiring immediate replacement), inability of contracted ship to
deliver goods, etc). Such circumstances would necessarily be limited to the
need to move cargo within a 2 day window (otherwise a TL could be used
via a 'matters authorised' variation which includes the due process that goes
with that).
Clearly in those circumstances the genuine nature of the emergency would
need to be articulated, such as the impact on the community of a 2 business
day delay. It is proposed that in order to ensure the integrity of the objects
of the Bill are upheld, in such circumstances the EL applicant will include
in their application a statement regarding the GL vessel checks that they
have done prior to seeking an EL. That way, if there is a GL ship available
(and suitable) it will have been considered without the need for a
'nomination' process that takes up valuable time in an emergency situation.
It is expected that the standard appeals and penalty provisions would apply.
The criteria for grant of an EL could be dealt with in the regulations that
need to be developed to define an emergency situation.11

5.12
The Department of Infrastructure and Transport (the department) has
highlighted that it is currently examining the concerns raised by the petroleum
industry in relation to fuel security, and intends to provide further advice before the
bills are debated in parliament:
While the Department considers that many of the concerns raised by the
petroleum industry can be effectively managed within the provisions of the
Bill before Parliament, further consideration is being given to how specific
"energy security/emergency" situations may be better addressed. In this
regard, the Department is consulting with the Department of Resources,
Energy and Tourism. Final advice will be provided to the Minister for
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Infrastructure and Transport before the resumption of the second reading
debate.12

Amendments in the House of Representatives
5.13
The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport
submitted 19 government amendments to the coastal trading bill to the House of
Representatives on 31 May 2012. These 19 amendments were passed. He told the
parliament that the amendments were in response to this inquiry, and the inquiry by
the House of Representatives Standing Committee on Infrastructure and
Communications.13
5.14
In response to concerns by the petroleum industry on the need to make urgent
variations where there is a threat to Australia's energy security, the Minister told the
parliament that:
To address this legitimate concern, the government is moving to amend the
bill to include an expedited variation process for temporary licences in
circumstances in which a vessel is loaded and about to sail or has already
sailed and is required due to a defined energy incident to load or unload a
liquid fuel product at a port not authorised by the licence. The variation will
be decided within 24 hours from receipt of the application and would only
apply in special circumstances to be prescribed in the regulations. These
circumstances would include incidents such as unscheduled refinery
outages.14

Promoting negotiations between temporary and general licensees
5.15
Some members of the petroleum industry suggested that GL holders should be
required to provide information as per the requirement for TL holders for
publication.15 Caltex and the ASA advocated a model of "conversation" rather than
"contest" between temporary and general licensees.
5.16
Caltex argued that '[t]he Bill imposes requirements and restrictions on how
TL and GL holders engage with each other post-application rather than promoting and
facilitating negotiations prior to applications'. It argued that '[t]his creates a level of
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uncertainty and operational risk for TL applicants'.16 Mr Frank Topham, Government
Affairs and Media Manager for Caltex, told the committee:
...we propose that the bill be amended to require that general licence vessels
that wish to contest coastal voyages should register their interest, including
details of the vessel, the cargo type and availability. This provides
information that could then be drawn upon by other parts of the bill,
suitably amended.17

5.17
The ASA promoted a model of "conversation" between licence holders, rather
than "contest":
We would like to change the regime from one of a contest, which creates a
very combative environment—that is, a general licence holder is to
"contest" a temporary licence application. It would be much more workable
if the temporary licence applicant sought out the general licence holders
before they put their application in and had a reasonable business-tobusiness conversation, as opposed to waiting for a contest.
...
The way that the Coastal Trading Bill is set up, and certainly the way the
permit system works now, is that, if and when a ship that is not a licensed
ship is sought, they must do a general licence check. So they must check to
see if there is an Australian ship available and, if there is, then I guess a
contest ensues. Some operators use that model. Some operators actually go
out to the market before they seek a permit to see if there is an Australian
ship that is available to do the work that they want done, because they
understand that the way the regime is structured is that, if there is an
Australian ship, that Australian ship should have, if you like, preferential
access to moving that cargo. The way the new bill is structured—and
certainly the way it is being talked about—is very much the other way of
doing business, which is that you go and ask for permission to use a foreign
ship and then fight the contest later if a general licence ship happens to pop
up.18

5.18

The ASA offered a specific recommendation in its submission:
In order that TL applicants can undertake suitable checks prior to making
an application for a TL it would be helpful if a register of GL holders was
publically available. This should be a function of the Department
responsible for issuing GLs. Such a list exists under the current coasting
trading regime and we would expect that it would continue. It would be
necessary that this list was up to date at all times and include an appropriate
level of detail so as to allow potential TL and Emergency Licence (EL)

16

Caltex Australia Limited, Submission 16, p. 15.

17

Committee Hansard, 15 May 2012, p. 35.

18

Ms Teresa Lloyd, Executive Director, Australian Shipowners Association, Committee Hansard,
15 May 2012, pp 66, 67.
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applicants to understand certain specifics of the GL ships available (type of
ship, capacity, company contact details, etc).19

5.19
Caltex Australia specified that it would be beneficial if 'general licence
vessels that wish to contest coastal voyages... register their interest, including details
of the vessel, the cargo type and availability'.20
5.20
Subclause 16(2) of the CT bill stipulates the detail of GLs that will be
published on the department's website. This does not include details on the type of
vessel or cargo type, or its availability. It does, however, include 'any other
information prescribed by the regulations':
If the Minister grants an application for a general licence, including renewal
of a general licence, the Minister must cause the following information to
be published on the Department’s website:
(a) the general licence number;
(b) the holder of the licence;
(c) the holder’s business name and business address;
(d) the vessel to which the licence relates;
(e) the period of the licence;
(f) any other information prescribed by the regulations.

5.21
Subclause 35(2) stipulates the augmented details a TL will have published on
the department's website in comparison to a GL:
If the Minister grants an application for a temporary licence, the Minister
must cause the following information to be published on the Department’s
website:
(a) the temporary licence number;
(b) the day the licence commences;
(c) the number of voyages authorised by the licence;
(d) the loading dates;
(e) the number of passengers (if any) authorised to be carried under the
licence;
(f) the kinds and volume of cargo (if any) authorised to be carried under the
licence;
(g) the ports at which the passengers or cargo will be taken on board;
(h) the ports at which the passengers will disembark or the cargo will be
unloaded;

19

Australian Shipowners Association, Submission 7, p. 9.

20

Mr Frank Topham, Government Affairs and Media Manager, Caltex Australia, Committee
Hansard, 15 May 2012, p. 35.
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(i) any other information prescribed by the regulations.

Committee view
5.22
The committee sees much merit in providing ample opportunity for business
to business "conversation" between general and temporary licensees to further
facilitate opportunities for GL holders to nominate for trade. In addition, the ability for
temporary licensees to have these negotiations prior to applying for a voyage may
provide increased certainty for shippers.

Consideration of health and safety standards
5.23
Subclause 34(1) of the Coastal Trading (Revitalising Australian Shipping)
Bill 2012 outlines that the Minister decides on a TL application by granting or
refusing the application. Subclauses 34(2) and (3) detail what the Minister may have
regard to when making a decision on a TL application:
(2) In deciding an application, the Minister may have regard to the
following (whether or not the Minister receives a notice in response in
relation to the application):
(a) whether the applicant has previously held, or applied for, a
temporary licence;
(b) whether the applicant has previously held a licence that was
cancelled;
(c) whether the applicant has been issued with an infringement notice
under this Act;
(d) any written comments received by the Minister in relation to the
application;
(e) any report given to the Department by the applicant under
section 62;
(f) the object of this Act;
(g) any other matters the Minister thinks relevant.
(3) If the Minister receives one or more notices in response in relation to an
application, the Minister must have regard to the following in deciding the
application:
(a) the outcome of negotiations, as notified by the applicant under
paragraph 32(2)(b);
(b) whether, and to what extent, the vessel authorised by the holder’s
general licence is equipped to carry the passengers or cargo specified
in the application;
(c) whether those passengers or cargo can be carried in a timely
manner;

Page 61

(d) if the application relates to the carriage of cargo—the reasonable
requirements of a shipper of the kind of cargo specified in the
application.21

5.24
A number of submitters asserted that, when deciding on a TL application, the
Minister should go beyond considering freight rate and volume and include the needs
of the shipper and the standards of the vessel.22
5.25
Sucrogen Australia submitted that it had particular quality requirements for
the vessels it uses, and the CT bill does not adequately enforce these standards in GL
vessels that may nominate for Sucrogen shipments:
We have a food-grade product that moves. We have very strict quality
requirements around that. It goes into a range of products—
pharmaceuticals, mouthwash, cough syrups, tablets, beverages—so we are
very, very careful about the quality control we have in place through our
supply chain. We do not see within the current legislation that there is
provision for those requirements to be maintained. If there were a locally
flagged vessel, for example, that had space, we would be forced to use it
regardless of whether it had the right lining or previous-cargo provisions.
...
There is no Australian ship at the moment which can do it, but, if someone
wanted to bring an Australian chemical tanker in that had an epoxy lining,
for example, which we do not use, we would be forced to use that ship or
not ship at all, and that is a quality standard that is below what we currently
do. It is not something that we will entertain.23

5.26
Some submitters argued that GL vessels should be required to demonstrate
minimum safety requirements as per international standards, and shippers should have
the right to refuse vessels that do not meet these standards.24 The AIP commented:
AIP and its member companies acknowledge that there may at some stage
in the future be a General Licence application for a petroleum products
vessel. We strongly request that GL holders are required to continue to
meet minimum safety requirements as required by individual product
handling companies in order to maintain the registration of vessels (under
the Australian Register of Shipping) that meet international standards for
safety and construction.

21

Coastal Trading (Revitalising Australian Shipping) (Consequential Amendments and
Transitional Provisions) Bill 2012, pp 25–26.

22

Australian Institute of Petroleum Ltd, Submission 12, p. 6; CSR Limited, Submission 13, p. 2;
Sucrogen Australia Pty Ltd, Submission 14, p. 3; Sugar Australia, Submission 21, p. 4.

23

Mr Garry Mulvay, Executive General Manager, Sucrogen BioEthanol Pty Ltd, Committee
Hansard, 15 May 2012, p. 15.

24

Australian Institute of Petroleum, Submission 12, p. 6; CSR Limited, Submission 13, p. 2;
Caltex Australia Limited, Submission 16, p. 9.
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Under this scenario shippers should have the right to refuse vessels that do
not meet individual company safety requirements. We acknowledge that
s.32 (4) requires that applications by a GL holder must have regard to the
requirements of the shipper of the cargo, however, we consider that to
ensure safety standards are maintained, s.32(4) should be strengthened to
say "must comply with" rather than "have regard to".
Safety and environmental protection are paramount concerns for the
Australian downstream petroleum industry and we would consider it to be
counter‐productive for a diminution of safety requirements by potentially
allowing lower safety standards for any Australian registered vessel.25

Committee view
5.27
The committee believes that paragraph 34(3)(a) of the CT bill is adequate to
consider the unique needs of shippers, including particular health and safety standards.

Exemptions for certain vessels or persons
5.28
Subclause 11(1) of the Coastal Trading (Revitalising Australian Shipping)
Bill 2012 outlines that the Minister may direct, by a legislative instrument, that the bill
will not apply to a vessel or class of vessels; or a person or class of persons. Subclause
11(2) details:
An exemption under subsection (1) may be confined to one or both of the
following:
(a) one or more specified periods;
(b) one or more specified voyages.26

5.29
A number of submitters conveyed that a specific exemption should be
included in the CT bill where there is no Australian registered vessel in that vessel
class.27 An exemption from certain TL requirements, for example, would allow a
shipper to have less restrictions in its access to the coast until an Australian-flagged
vessel in the required class became available. Caltex Australia commented:
...we recommend that the bill be amended so that, where there are no
vessels of a particular capacity and type on the general licence register, then
no temporary licence would be required to carry a cargo. In practice, crude
oil cargoes would be exempt, as there are no general licence vessels on the
coast. Petroleum product cargoes would be exempt if, as is likely, those

25

Australian Institute of Petroleum, Submission 12, p. 6.

26

Coastal Trading (Revitalising Australian Shipping) (Consequential Amendments and
Transitional Provisions) Bill 2012, pp 11–12.

27

Australian Institute of Petroleum, Submission 12, p. 5; Sucrogen Australia Pty Ltd,
Submission 14, p. 3; Caltex Australia Limited, Submission 16, p. 7; Mobil Oil Australia Pty
Ltd, Submission 23, pp 2–3.
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vessels with general licences did not place themselves on the availability
register.28

5.30
Mr Paul Barrett, Deputy Executive Director of the AIP reiterated these
concerns. He added that if an exemption was provided its members would be willing
to continue to report voyage details to improve transparency for potential ship
investors:
...we propose that the petroleum shipping sector be exempt from the
proposed legislation because we consider there is little chance of an
additional crude oil or petroleum product tanker operating on the Australian
coastal trade for the foreseeable future. A further reason to exempt
petroleum shipping from the requirements of the bill is that domestic
refineries are under significant competitive pressure and it is important not
to impose additional and potentially costly requirements on the domestic
shipment of crude oil and petroleum products. AIP consider that this
accords with the policy principles of the bill because, as we understand it,
there are no general licence holders available to carry cargoes or reliant on
the voyage information provided by the temporary licence applicants.
However, we acknowledge there may be potential operators who could be
assessing voyages for business opportunities and as such, if exempted, we
are willing to continue to provide voyage information to the department ex
post for publication on the department's website.29

5.31
CMX Global Logistics is a logistics provider to the mining industry which
ships RoRo (roll on/roll off) break bulk cargo. Many of its voyages do not include full
shiploads. It also highlighted that there are currently no Australian flagged vessels that
could carry its cargo. CMX provided an example of the benefits of a typical shipment
it would undertake:
Over the past 12–18 months the mining and construction industries in
Western Australia have experienced enormous backlogs at the QAP
(Quarantine Approved Premise) facilities in Western Australia for the
cleaning, inspection and release of their cargo by [the Australian Quarantine
and Inspection Service] AQIS. As an alternative and to expedite the
delivery of equipment to the end user we were offloading the equipment
and machinery in Brisbane, cleaning and passing it through AQIS and then
coastally shipping the cargo to Western Australia which reduced the
waiting time for our clients by some 2-3 months. Thus enabling the cargo to
be delivered to the end users, i.e. mining companies, contractors etc. and
put the equipment to work.30

28

Mr Frank Topham, Government Affairs and Media Manager, Caltex Australia Limited,
Committee Hansard, 15 May 2012, p. 35.

29

Committee Hansard, 15 May 2012, p. 34.
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CMX Global Logistics, Submission 25, pp 1–2.
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5.32
CMX highlighted that '[t]here are no coastal AU flag vessels that could carry
this cargo and even if there were they would not be financially viable because it’s
been tried before'.31
5.33
Sucrogen Bioethanol also informed the committee that there is currently no
suitable Australian-flagged vessel for moving its product. It suggested that the
proposed regime creates uncertainty regarding the availability of vessels to move its
product, and that most of these uncertainties are founded in the minimum voyage
requirement for TLs:
There is no Australian wet chemical tanker that can take our product. It is
about having certainty that we will get a licence and then we will be able to
negotiate with those foreign flagged vessels to make sure that we can ship
that product when we need to. And if we need one or two voyages we
cannot get a licence for one or two voyages; we must get a licence for five.
...In essence, we would have to use all five voyages or we would have to
apply for a licence for five voyages fully knowing that we are not going to
use them.32

5.34
Sucrogen Bioethanol told the committee that the removal of the minimum
voyage requirement would 'appease' its concerns.33
Committee view
5.35
The committee recognises that members of the shipping industry require
vessels with a variety of specific capabilities to suit the many forms of cargo that
move along the coast. It recognises that there may be cases where a suitable class of
vessel is not available on the general register. Currently, for example, the Australianflagged fleet does not offer a chemical tanker.
5.36
When there is no Australian registered vessel in a particular vessel class the
committee emphasises that members of industry should still be required to provide
voyage information to the department for publication. This will allow potential ship
operators to assess business opportunities and is in keeping with the object of the CT
bill to 'facilitate... the long term growth of the Australian shipping industry'.34
5.37
The committee considers the case for an exemption, where a certain class of
vessel is not available, is primarily based on the difficulties imposed by the minimum
voyage requirement for temporary licences. Some shippers that are currently facing

31
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Mr Garry Mulvay, Executive General Manager, Sucrogen BioEthanol Pty Ltd, Committee
Hansard, 15 May 2012, p. 14.
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this situation in the proposed regime have indicated that an exemption from this
requirement would appease their concerns.
5.38
The committee refers the department to its comments on the minimum voyage
requirement in paragraphs 4.34–4.37 and again queries whether the minimum voyage
requirement is superfluous to other transparency measures outlined in the CT bill.

Protecting integrated supply chains
5.39
A number of submitters raised concern with the provision which allows GL
holders to contest a voyage where cargo or shipping supply chains are integrated.35
This was of particular concern to the petroleum industry. The AIP outlined:
We are also concerned about the potential segmentation of voyages, where
parts of multiport, multiproduct voyagers could be won by another shipping
operation. We consider that this could increase safety risks by increasing
vessel movements, increase costs or make certain journeys uneconomic,
and reduce the ability to respond to urgent supply situations.36

5.40
Caltex asserts that this could be overcome by defining voyages on an emptyto-empty basis, rather than on a port-to-port basis:
Defining voyages on a "port to port" basis provides GL holders with the
ability to give notice in response to segments of an entire voyage. This
means that when an oil company is moving multiple cargoes to multiple
ports on one voyage, a GL may give notice that they are able to carry part
of the cargo...
Caltex proposes that a voyage be defined by the entirety of a movement on
an "empty to empty" basis rather than on a "port to port" basis. This could
be provided for certain classes of cargo only, such as crude oil, petroleum
feedstock and finished petroleum products, where the segmenting of cargo
would lead to increased operational risk, as well as uneconomic and
inefficient supply chains.37

Committee view
5.41
The committee considers that these concerns are adequately addressed in the
CT bill, and balanced with the objective of the bill to 'maximise... the use of vessels
registered in the Australian General Shipping Register in coastal trading'. 38 The
committee highlights in particular the following elements that are considered when the

35

BP Australia Pty Ltd, Submission 11, p. 2; Australian Institute of Petroleum, Submission 12,
pp 3–4; Caltex Australia Limited, Submission 16, p. 15.
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Mr Paul Barrett, Deputy Executive Director, Australian Institute of Petroleum, Committee
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37

Caltex Australia Limited, Submission 16, pp 15–16.

38

Coastal Trading (Revitalising Australian Shipping) Bill 2012, paragraph 3(1)(d), p. 2.

Page 66

Minister receives one or more notices to nominate for the trade of a temporary licence
applications:


paragraph 34(3)(c): 'whether those passengers or cargo can be carried in a
timely manner'; and



paragraph 34(3)(d): 'the reasonable requirements of a shipper'.

5.42
The committee encourages the department to consider these arguments and to
provide guidance to industry members on the decision making criteria for potential
voyage segmentation. This may be included in regulations to the bill, or in guidance
material published on the department's website.
Triangulation – ensuring the coastal leg for AISR vessels
5.43
Sucrogen offered a similar argument on the need to protect its supply chain.
Sucrogen, the former CSR Sugar Division, was recently acquired by Wilmar
International — a large agribusiness in Asia. Wilmar also holds a majority interest in
Raffles Shipping which operates 120 vessels.
5.44

Sucrogen has three main business interests in Australia:



Sucrogen cane products (sugar milling, molasses and renewable energy
production);



Sucrogen Bioethanol (ethanol production); and



a 75% stake in Sugar Australia (sugar refining).39

5.45
Sucrogen informed the committee that Raffles Shipping had determined it is
unlikely it would build a new vessel using the incentives offered through the
Australian International Shipping Register (AISR). Vessels on the AISR are required
to use TLs when undertaking coastal trading in Australian waters, therefore a GL
vessel could nominate for the trade of any AISR vessel on the coast.
5.46
Sucrogen outlined that triangulation of its Raffles' vessels cannot be assured
on the Australian coast leg of its voyages. It argued that 'if you own a cargo and you
own a ship, when it is on the coast you have no guarantee that you can carry your own
cargo in your own ship':40
We see an opportunity—and we flagged this with the department—to put a
vessel on the coast, on the second register, to carry that triangular task that
we refer to. However, without the protection of carrying our own cargo and
not allowing general licence holders to oppose that, it is difficult to make a

39

Sucrogen Australia Pty Ltd, Submission 14, p. 1; Mr Martin Jones, General Manager,
Government Relations, CSR Ltd, Committee Hansard, 15 May 2012, p. 13.
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$20 million or $30 million investment in a vessel on that second register if
we are not afforded protection.41

Amendments in the House of Representatives
5.47
As discussed above, 19 government amendments to the coastal trading bill
were passed in the House of Representatives on 31 May 2012.42
5.48
The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport
asserted that the issues raised by the sugar industry on triangulation of AISR vessels
had been addressed in the amendments:
...we are also making an amendment to clause 34 that will enable
consideration to be given as to whether the applicant owns the cargo and
owns a vessel registered in the Australian international shipping register
which will be used to carry the cargo. This will encourage investment in
vessels on the Australian international shipping register and support
increased participation by Australian flagged vessels in the triangular
trades.43

41

Mr Paul Gregory, General Manager, Finance and Supply Chain, Sugar Australia, Committee
Hansard, 15 May 2012, p. 13.
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House of Representatives Hansard, pp 35–36; Votes and Proceedings, House of
Representatives, p. 1539; Supplementary Explanatory Memorandum, Coastal Trading
(Revitalising Australian Shipping) Bill 2012.
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Chapter 6
Improved productivity, scrutiny
and concluding comments
6.1
This chapter will examine a number of facets relating to the implementation
and scrutiny of the proposed reforms including:


the commencement date and adequacy of the transitional provisions;



assessment and surveillance of the proposed reforms; and



the productivity benefits of the proposed compact between the industry and
unions.

Commencement date
6.2
A number of submitters suggested that the truncated commencement date
should be extended or a six month transition period should be implemented to assist
both industry and the department.1
6.3
The Australian Shipowners Association (ASA), in the context of discussion
on the consultation process, highlighted the need for prompt attention to the serious
decline in Australian-flagged vessels:
ASA believes that the consultation undertaken in the development of this
policy package was comprehensive, having progressed continuously since
2008. In fact, if we have anything to say about the consultation we might
say it has taken too long. In that context, since 2006—that is, in the past 5½
years—22 ships have left the Australian coast; that is, 1,100 seafaring jobs
have been lost from that industry. Any further delay in putting forward a
package of measures will further decimate the local industry.2

6.4
The ASA did, however, suggest that the coastal trading bill have a six-month
implementation period, as opposed to the three or four months that are currently in the
bill.3
6.5
The Department of Transport and Infrastructure explained that extending the
transition period to six months would result in two regulatory regimes operating for an

1

Shipping Australia, Submission 1, p. 2; Australian Shipowners Association, Submission 7,
p. 11; BP Australia Pty Ltd, Submission 11, p. 3; Australian Institute of Petroleum,
Submission 12, p. 7; Mobil Oil Australia Pty Ltd, Submission 23, p. 4.
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Ms Teresa Lloyd, Executive Director, Australian Shipowners Association, Committee Hansard,
15 May 2012, p. 66.
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extended period and argued 'this may cause ambiguity and confusion with both the
shipping and freight industries'.4
Committee view
6.6
The committee deems any delays to implementation of the reforms as adverse
to the development of the maritime industry.
6.7
The committee notes that transitional provisions have been included in the
Coastal Trading (Revitalising Australian Shipping) (Consequential Amendments and
Transitional Provisions) Bill 2012 (CATP bill). These include transitional measures
for permits, licences and declarations currently in force. It also provides transitional
measures for pending applications and cancellations for permits, licences and
declarations. As discussed in previous chapters, generous transitional provisions are
proposed for current licence holders.
6.8
The committee considers the transitional provisions stipulated in the CATP
bill are adequate.

Continuous monitoring of reform measures
6.9
A number of submitters requested that the reforms, or elements of the
reforms, be subject to a review or a Productivity Commission inquiry before they
proceed through parliament.5 The National Bulk Commodities Group commented:
...there are several parties who have a commercial interest in the passage of
the shipping reform bills. However, dry bulk shipping users and the NBCG
were excluded from the detailed consultation process, resulting in the
Department of Infrastructure and Transport giving no credence to the
negative commercial consequences that would have resulted if the reform
package was passed without amendment. It is for this reason that the NBCG
has continued to advocate that the shipping reform bills must be reviewed
by the Productivity Commission.6

6.10
A number of members of the Australian Dry Bulk Shipping Users expressed
concern that the wider economic impact of the reforms on their industries had not
been adequately considered. The dry bulk shippers argued that the Productivity
Commission would be best placed to consider the wider impacts:
We recommend that the Senate committee request that the bill be referred
to the Productivity Commission to ensure that its productivity and

4

Department of Infrastructure and Transport, Submission 2.1 to the House of Representatives
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economic consequences are properly scrutinised; that the bill be deferred,
pending the outcome of this assessment; and that the existing provisions of
single voyage and continuing voyage permits continue to operate in the
interim.7

6.11
As detailed in the Regulation Impact Statement (RIS), a review of the package
has been proposed for within five years of commencement of the bills. The RIS
outlined that the review:
...should be designed to allow time to assess whether the transitional
arrangements set out in paragraph 62 [on GL licensing statements] are
likely to be effective and whether the regulatory and tax measures are
proving effective in concert with reforms developed under the Compact.8

6.12
During the hearing, the department confirmed that the proposed time frame
for the review is five years.9
6.13
The Maritime Union of Australia (MUA) hotly contested assertions that a
review should take place before the legislation commenced, and that adequate
consultation had already taken place on the package of bills:
...the sums have been done; the incentives are in place; the fiscal
encouragement has been defined. So what is the role, given that there had
been a pretty forensic process and an involved process for that, to then go
and refer it back? All it is is a spoiling tactic, in my view, to make sure the
legislation does not go forward. It is this constant hacking away by small
interest groups at something that really has momentum and enjoys
tremendous support across the board.10

6.14
The MUA asserted, however, that it could see benefit in a continuous review
of the industry and suggested it should begin within 12 months of commencement of
the package:
...we would rather have a review within the first 12 months, if there were
lapses. As I said before, it is a very complicated package domestically
because you have an amount of Australian content supplemented by
transitional licences. Now the state of the economy—or, for example, the
dollar—will largely be dependent on the size of the Australian industry and
the size of the transitional licences. There is a dynamic connection. And
that is where the transparency comes in. If everybody is not playing their
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part in a mature fashion to ensure we are building an industry that is
productively carrying, in ballast, and maximising the use of that tonnage in
long-term contracts that are countercyclical in terms of delivering—for
tough industries, like cement and others—then we are missing the point
about how to build an Australian economy.
...
Yes, we think it should be under constant review, like productivity on the
waterfront—continuous improvement. We do not walk away from it. We
get the message. And, if we are going to build this quite extraordinary raft
of fiscal certitude and innovation with a view of building an international
industry—we are already the fourth largest in the world—and bringing that
back on our shores, including domestically, an international industry that
can support domestic industry, it has to be a process of continuous
improvement, and that means review. And we commit to that.11

6.15
The ASA outlined that it too would support a 'continuous review' of the
reforms:
Since the very beginning of this process, we have said to the government
that this is the start not the end of something. Other nations review their
shipping legislative and regulatory regimes all the time. So we would like
to see it under continuous review, as opposed to a five-year or a two-year or
a three-year review. We think it is very important that we do measure the
success of the package via investment, and we think that we should be open
to making sure that the package is working the way it was intended to, at
whatever given point in time that may be.
...
One caveat on a review is that the way the financial structures are put in
place is that there is a lock-in period attached to some of the tax measures.
So, once you are in, you have committed for particular periods of time or
rather you will be locked out if you leave. We would have to consider very
carefully the impact of a review that might change the operating
environment during the periods when businesses have entered into, in good
faith, the taxation arrangements at this point.12

Committee view
6.16
The committee acknowledges that the package of bills is the result of an
exhaustive consultation process. It argues, therefore, that further review of the
package prior to implementation is unnecessary and will only delay these essential
reforms.
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6.17
The committee recognises that the reforms offer considerable tax incentives.
The use of tax-payers' funds should duly be monitored to ensure the desired objectives
of the bills, including the intended wider economic benefits for Australia, are
achieved. Such surveillance of the reforms should include the economic impact on
industries reliant on coastal shipping as discussed at length in this report.
6.18
The reforms are intended to revitalise Australian shipping and address the
serious decline in Australian-flagged ships. Continuous oversight of the reforms is
necessary to ensure that this key objective is met.
6.19
Accordingly, the committee argues that the proposed five year review is
insufficient. It recommends that a body or a unit within a body be given the
responsibility for reporting to government annually on the progress on the objects of
the bill and on investments into new Australian owned vessels. Government should
inform the parliament of the details of these developments within two months of
receipt of each report.
6.20
The monitoring unit may exist within, or be supported by, the Productivity
Commission, the Department of Infrastructure and Transport or the Bureau of
Infrastructure, Transport and Regional Economics (BITRE). Regardless of its
location, the emphasis should be on the skills set and industry expertise within the
body and that it remains at arm's length from government.
Recommendation 1
6.21
The committee recommends that an independent body be established to
monitor the progress of the shipping reform bills. Following commencement of
the bills, the unit should report regularly, at minimum annually, to government.
Within two months of receipt, the government should inform parliament of the
details of these reports.

The compact between industry and unions
6.22
As part of the announced package, the Hon. Anthony Albanese, MP, Minister
for Infrastructure and Transport noted that '[t]he final element of the reform package is
labour productivity':
We are committed to aligning Australian productivity practices with the
best in the world. To do this, we will need a compact between industry and
unions.
I have previously said this compact must include changes to work practices,
a review of safe manning levels and the use of riding gangs on coastal
vessels. This compact is essential to the reform agenda.
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I am aware that negotiations between industry and the unions are
progressing. I offer these words of encouragement to the parties[:] With this
package the Government has done our bit; now you must do yours.13

6.23
A number of submitters argued that implementation of the bills should be
conditional on achieving the outcomes of the industry/union compact.14 Shipping
Australia argued:
The overall effectiveness of the Bills taken as a whole is, in our view,
dependent on the productivity improvements that will arise from the
proposed compact between the unions and employers.15

6.24
The Australian Dry Bulk Shipping Users highlighted that the Deloitte Access
Economics analysis it commissioned does not include any benefits from the proposed
compact between unions and ship operators (as the details are unknown).16 In contrast,
the RIS identified the compact as a major productivity component of the suite of bills:
The benefit estimates are based on a large number of assumptions,
including those relating to the productivity reforms outlined above under
Productivity Compact, and therefore should be considered indicative.
Indeed without the reforms Australian shipping will have difficulty in
competing with foreign ships on the coast and cannot expect to achieve the
benefits outlined above.17

6.25
The RIS provided the following overview of the expected benefits of the
compact:
A compact between industry and unions to deliver productivity and
efficiency reforms is envisaged to better align practices in the Australian
shipping industry with international best practice. This would include but
not be limited to:
-

Ship based cost reduction targets, including work practice productivity
and efficiency gains;

-

The development of a process to review minimum manning levels by
shipowners, the maritime unions and the Australian Maritime Safety
Authority, to determine the optimum operational crewing levels on
board vessels that do not compromise safety or environmental
outcomes; and

13

The Hon. Anthony Albanese, MP, Minister for Infrastructure and Transport, 'Stronger Shipping
for a Stronger Australia', AS26/2011 Speech to the Maritime Industry, Sydney, 9 September
2011.

14

CSR Limited, Submission 13, p. 3; Sucrogen Australia Pty Ltd, Submission 14, p. 4; Sugar
Australia, Submission 21, p. 4.

15

Shipping Australia, Submission 1, p. 2.

16

Australian Dry Bulk Shipping Users, Submission 4, p. 4.

17

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, p. vii.
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-

The introduction of riding gangs on board vessels involved in the
coastal trade to undertake additional maintenance at terms and
conditions of employment established under the Fair Work Act.

A number of existing agreements between shipping companies and unions
already embody some or all of the reforms described above while others
provide framework agreements under which the issues can be progressed. It
is intended to extend these reforms to other parts of the domestic fleet.18

6.26
The MUA told the committee that the compact was 'on the cusp of delivery'
and the ASA stated that '[w]e are very close to reaching an agreement'.19
Committee view
6.27
The committee is mindful that the compact is not a government responsibility
and the onus is on industry and unions to finalise the compact before the proposed
commencement date for the bills.
6.28
The committee notes, however, that the original announcement of the reform
package was underpinned by a compact between industry and the unions. It also
recognises that the RIS analysis identifies the compact as a major component of the
productivity benefits of the reform.
6.29
Therefore, the committee is in agreement with recommendations from
submitters, that the compact should be a condition precedent to proclamation of the
package of bills.
Recommendation 2
6.30
The committee recommends that the compact between industry and
unions is finalised before the suite of shipping reform bills are proclaimed.

Concluding comments
6.31
As an island nation, Australia is highly dependent on the maritime sector.
Currently 99 per cent of Australia's international trade is carried by ship yet only 0.5
per cent of exports are carried on Australian flagged vessels. This is also reflected in
the dramatic decrease in Australian flagged vessels since 1996 with a reduction in
vessels from 55 to 22.
6.32
In relation to coastal trade, approximately 25 per cent of Australia's domestic
freight task (on a tonne kilometre basis) is carried by ships. Over the last 15 years the

18

Department of Infrastructure and Transport, 'Reforming Australia's Shipping: Regulation
Impact Statement', August 2011, pp 47–48.

19

Mr Paddy Crumlin, National Secretary, Maritime Union of Australia, Committee Hansard,
15 May 2012, p. 59; Ms Teresa Lloyd, Executive Director, Australian Shipowners Association,
Committee Hansard, 15 May 2012, p. 68.

Page 76

amount of this task undertaken by foreign vessels has increased from 6 per cent to
30 per cent.20
6.33
The committee applauds measures taken in this suite of reforms intended to
revitalise Australian shipping and bolster the Australian fleet.
Recommendation 3
The committee recommends that, subject to other recommendations in this
report, the bills be passed.

Senator Mark Bishop
Chair

20

Department of Infrastructure and Transport, 'Stronger Shipping for a Stronger Economy',
September 2011.

Coalition Senators' Dissenting Report
1.1
The Coalition strongly supports Australia’s shipping industry and recognises
that coastal shipping is integral to Australia’s freight network.
1.2
Coalition Senators support constructive measures to revitalise the shipping
industry and increase the number of Australian flagged vessels, with dwindling
numbers currently standing at only 22 ships. However, after consideration of the
government’s five shipping reform bills, we are concerned that these bills will fail to
meet their proposed objective of revitalising the Australian coastal shipping industry.
1.3
The recommendations made by the Committee do not adequately address
additional issues raised by stakeholders at the hearing. Further flaws are highlighted
below that have not been addressed in the Committee’s recommendations.
Significant increase in costs and regulatory burden for users of coastal shipping
1.4
A number of submitters to the inquiry expressed concern over the level of
additional expense and red tape that will be imposed on the coastal shipping industry
as a result of these bills, with a particular focus on the proposed three tier licensing
regime. Many labelled the proposal as inflexible and impractical.
1.5
As the current system stands, non-Australian flagged vessels can be granted
permits to operate single and continuous voyages in Australian coastal waters. Under
the proposed regime, Australian flagged vessels will have unrestricted access to
coastal trade; and foreign vessels can be granted a year-long temporary licence to
operate.
1.6
According to a report prepared by Deloitte Access Economics, which was
commissioned by the Cement Industry Federation, foreign vessels operating on single
and continuous voyage permits make up about thirty per cent of coastal shipping.1
This report also found that the new scheme will increase shipping costs and freight
rates by up to 16 per cent.2
1.7
In its submission, Sucrogen Australia Pty Ltd stated that an increase in the
cost of coastal shipping would force offshore trading within the molasses market. 3
Other submitters gave similar evidence that this suite of bills would impose significant
downstream economic impacts on industries reliant on coastal shipping trade, which
will have a detrimental impact at a time when the Australian manufacturing industry is

1

Deloitte Access Economics, ‘Economic Impacts of the proposed Shipping Reform Package,’
February 2012, p. iv.

2

Deloitte Access Economics, ‘Economic Impacts of the proposed Shipping Reform Package,’
February 2012, p. iii.

3

Sucrogen Australia Pty Ltd, Submission 14, p. 1.
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struggling with the high Australian dollar, weaker global demand and the imminent
Carbon Tax.
1.8
The proposed scheme also requires parties seeking a Temporary Licence to
carry out a minimum of five voyages per year.4 Caltex argued that the minimum
voyage requirement is not practical or reasonable and suggested that this could reduce
transparency within the industry, by encouraging shippers to include bogus voyages in
their applications to meet the licensing requirements.5
1.9
Representatives from seasonal industries such as the Fertiliser Industry
Federation of Australia gave evidence to the Committee that the proposed three tier
licensing regime would not provide the industry with the necessary flexibility required
to transport seasonally demanded goods.
1.10
Submitters from the fuel industry also expressed concern over the inflexibility
of the proposed licensing system, stating that it will impact the security of Australia’s
fuel supply:
It is critical the hydrocarbon sector is able to quickly divert cargos to meet
changing supply and demand levels to maintain Australia’s energy security.
These occurrences may take place within a 24 hour period after a vessel has
departed and the Bill currently has no provision for meeting this need.6

1.11
Coalition Senators are concerned that the proposed licensing scheme will
prove costly and burdensome for industry, with the consequence being higher costs
and reduced competition and transparency for both the shipping industry and
manufacturers and producers.
The Bills will fail to revitalise the Australian shipping industry
1.12
The Government has stated that the purpose of the new scheme is to revitalise
the Australian shipping industry by stimulating growth in the number of Australian
ships on our coast and maximise the use of Australian flagged vessels, however Labor
has failed to demonstrate how the new scheme will achieve this.
1.13
It is of particular concern to Coalition Senators that officials in attendance at
the hearing from the Department of Infrastructure and Transport avoided confirming
that the bills will actually revitalise the Australian shipping industry and preferred to
refer to the bills as "a good investment platform"7 stating that they expected "some"
pick up in the industry.

4

Committee Report, paragraph 4.23.

5

Caltex Australia Limited, Submission 16, pp 7–8.

6

BP Australia Pty Ltd, Submission 11, p. 2.

7

Department of , Committee Hansard, 15 May 2012, p. 5.
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1.14
Coalition Senators recognise the Committee’s positive recommendations that
an independent body be established to monitor the progress of the bills and that the
compact between industry and unions is finalised before the suite of shipping reform
bills are proclaimed. However, these recommendations do not address the higher costs
and regulatory burden these bills are likely to impose on industry, nor do they go far
enough to address the need for a root and branch review of coastal shipping practices
in Australia, which we believe can only be effectively achieved through referral to the
Productivity Commission.
1.15
Based on the reasons outlined above, Coalition Senators recommend that the
Senate does not pass these bills.
Recommendation 1
1.16

That the Senate does not pass these bills.

Recommendation 2
1.17
That a Productivity Commission inquiry be undertaken in relation to
coastal shipping in Australia.

Senator David Bushby
Deputy Chair
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Submission
Number
1

Submitter
Shipping Australia Limited
Supplementary Submission



2

Department of Infrastructure and Transport
Supplementary Submission



3

Department of Education, Employment and Workplace Relations

4

Australian Dry Bulk Shipping Users

5

Australian Logistics Council
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Business Council of Australia
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Australian Shipowners Association
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Australian Institute of Marine and Power Engineers
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National Bulk Commodities Group Inc
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BP Australia Pty Ltd
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Australian Institute of Petroleum Ltd
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CSR Limited
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Sucrogen Australia Pty Ltd

15

Suncorp Group

16

Caltex Australia Limited

17

Australian Shipping Consultants Pty Ltd

18

ANL Container Line Pty Limited

19

Maritime Union of Australia

20

Minerals Council of Australia

21

Sugar Australia Pty Ltd

22

Company of Master Mariners of Australia
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23

Mobil Oil Australia Pty Ltd

24

Ports Australia

25

CMX Global Logistics Pty Ltd

26

Department of Immigration and Citizenship

Additional information received


Clarification of evidence from a public hearing held in Canberra on 15 May 2012,
received from Mr Sid Marris, Director - Industry Policy, Minerals Council of
Australia on 15 May 2012.



Opening statement from a public hearing held in Canberra on 15 May 2012, received
from the National Bulk Commodities Group Inc on 17 May 2012.



Answer to a Question on Notice taken at a public hearing in Canberra on 15 May
2012, received from the Department of Education, Employment and Workplace
Relations on 23 May 2012.



Answer to a Question on Notice taken at a public hearing in Canberra on 15 May
2012, received from the Cement Industry Federation on 24 May 2012.
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LLOYD, Ms Teresa, Executive Director, Australian Shipowners Association
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McNALLY, Mr Bill, Solicitor, Maritime Union of Australia
MULVAY, Mr Garry, Executive General Manager, BioEthanol, Sucrogen BioEthanol
PICKETTE, Mr Rod, National Policy Executive Officer, Maritime Union of Australia
RUSSELL, Mr Llewellyn, Chief Executive Officer, Shipping Australia Ltd
SALVESTRO, Ms Alisha, Government Affairs and Media Analyst,
Caltex Australia Ltd
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SCHULTZ, Mr Chris, General Manager Business Development,
ANL Container Line Pty Ltd
SHELLEY, Ms Colette, Branch Manager, Workplace Relations Policy Group,
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SPITTAL, Mr Iain, Tax Adviser (LP Tax), Australian Shipowners Association
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