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CHAIR —Welcome, ladies and gentlemen. In welcoming you here today, | declare open this public
hearing of the House of Representatives Standing Committee on Communications, Transport and
Microeconomic Reform, in its inquiry into the Australian Maritime Safety Authority and in particular its
annual report 1996-97.

In conducting its inquiry, the committee will emphasise ships’ safety by focusing on the following fiv
areas: the quality of ships, operational issues, port state control, crew training and competency and crew
welfare. It is listed in your program on the back of your information brochure. | anticipate spending about ¢
hour on each of these five focus areas. At the end of the day, there will be a plenary session when invitec
participants and other interested individuals—I include those in the gallery—will have the opportunity to rai
matters which they feel might need to be brought to the committee’s attention in relation to the terms of
reference.

Members of the committee wish to express their appreciation to all those who have made submissi
They have been quite extensive. You have obviously gone to a lot of trouble and we want you to know th:
we appreciate the effort you have made, especially those here today who have given up time on behalf of
their companies and organisations to assist the committee with its inquiry.

Before proceeding, | wish to give all witnesses the information that, although the committee does n
require that evidence be given on oath, the public forum is part of the legal proceedings of the parliament
warrants the same respect as proceedings of the House itself. Any false or misleading evidence is a serio
matter and may be regarded as a contempt of parliament.

Today’s proceedings vary little in style from most public hearings. To enable an accurate record to
made, | ask that, as a first step, all invited participants state their names and the capacity in which they
appear before the committee. Then, throughout the day, each time one of you speaks, would you again
identify yourself forHansard It will make for a much smoother operation and orderly conduct of the
meeting.

There is a very important caution which | would like to give to all of you. As you are aware, for
reasons of ensuring that all evidence given before us today is protected under parliamentary privilege, all
guestions and answers must be directed through the chair. I do not want to be heavy about this matter bu
cross-chat across the table does not give you parliamentary privilege. All direction must be through the ch

| would also like to ask that, if you are using any proper names or any quotations today, before you
leave or at one of the breaks, you might refeHansardso that they can record the information accurately
in the record.

| introduce my colleagues here today. On my right is Graeme McDougall, who is the federal memb:
for Griffith in Queensland. On my immediate right is the deputy chairman of the committee and member fc
Shortland, Mr Peter Morris. As you know, prior to my assuming and Mark Vaile assuming chairmanship of
this committee, Peter has been the chairman of this committee or its predecessors for some years and ov
the quite famous repohips of shameOn my left is the committee secretary, Meg Crooks, who is well

COMMUNICATIONS, TRANSPORT AND MICROECONOMIC REFORM



Tuesday, 14 July 1998 REPS CTMR 9

known to all of you. Then there is Stewart McArthur, who is the member for Corangamite in Victoria—
Mr MCARTHUR —A land based sailor.

CHAIR —Yes. We sailed along his railway lines of recent weeks. On his left, we have Colin Hollis,
who is the member for Throsby in New South Wales. We will have two other colleagues joining us during
the day and | will introduce them at the appropriate time.

| have a few things to say from a personal perspective. | think we need to be conscious today that
world’s fleet is ageing, that freight rates and charter rates are falling and with that come economic pressur
on shippers and those using shipping. Shipping is becoming increasingly globalised. The relationship betw
shipowners and crews and vessels is becoming more distant. Bulk carriers are increasing as a proportion
the world’s fleet and technology is changing the very nature of shipping.

This report of AMSA is a good starting point to re-examine those five areas that | spoke of: the
guality of ships, operational issues, port state control, crew training and competency and crew welfare.

To give us a starting point and a focus, | now call on Patrick Quirk to give us a five- to seven-minuf
statement on behalf of AMSA and then members of the committee will follow with questions on the quality
of ships and we will proceed into that first focus area of today’s activities. Would you please make welcon
Patrick Quirk from AMSA.

COMMUNICATIONS, TRANSPORT AND MICROECONOMIC REFORM
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[9.09 a.m.]
Focus area 1: Quality of ships

MR QUIRK —Good morning, Mr Chairman; good morning, industry representatives. My introductory
notes are wide ranging and perhaps form the basis of the context of today’s discussions. | would like to
initially apologise for Clive Davidson, our chief executive. He had planned to come, but unfortunately urge!
business in Canberra prevented him making the trip to Sydney today. We have submitted a detailed
submission to the inquiry and obviously we are prepared to take questions on any issues in that submissic

In general on the quality of ships, you have mentioned some of the economic factors involved with
the operation of shipping and, although we are a safety agency, we in AMSA are fully aware of the econo
factors which involve safety performance.

You have mentioned a poor freight rate and | can confirm that, in terms of the bulk sector, the freig
rates are the lowest they have been for a long, long time. In the liner ship industry, freight rates are very
In the livestock industry in northern Australia, the industry has virtually stopped. So there are strong
economic pressures on operators.

There is a strong supply of shipping in the world marketplace. As an example, at 1 June this year,
there still remained 160 bulk carriers to be delivered to the world’s fleet this year, and next year there are
another 175 vessels to be added to the supply of shipping. So supply is very strong. In terms of vessel
removals, in terms of scrapping, it is not a strong market and it has been made worse recently by the
difficulties with India and Pakistan in terms of border tension due to political unrest in those areas. Natural
the industry is concerned by the Asian economic crisis and the currency instability which makes fixing
medium- or long-term freight fixtures very difficult.

In terms of the regulatory environment within which shipping operates, the International Maritime
Organisation, the IMO, is taking a much more proactive stand, as are other bodies such as the ILO and st
government bodies such as the OECD. In the last five or six years there has been a greater awareness o
safety and environmental protection, and particularly the emphasis on the human element.

| think the industry and regulators agree that there is little need for new rules and regulations. If the
current rules and regulations were implemented, we would have one of the safest transport modes in the
world. It is more to do with the implementation. Under the terms of international conventions, the flag state
have primary responsibility, but in reality the port and coastal states are taking a much more proactive role
In terms of the regulatory environment also, there is much more economic regulation impacting on shippin
Two examples would be the recent action by the European Community in terms of the P&I club
arrangements and also in terms of the cargo sharing arrangements in the North Atlantic trade.

| come now to the indicators of shipping quality and safety. In the past few years AMSA’s port state
control program has seen a reduction in the detention rate. In 1993, the detention rate was 3.6; it rose to
in 1995, but last year, the last calendar year, fell to 6.5 per cent. We are fully aware in AMSA that our
detention rate is a function of many factors, including our targeting system, and there are a number of shi
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we cover in the more remote ports. We are aware that our statistics, although they reflect the situation, m:
not be the definitive factor in determining ship quality. The detention rate in other administrations is not
reducing, and we are at the moment reviewing our targeting system to ensure that we are inspecting the
suspect ships.

In terms of other indicators of quality, every year we commission a report from Simpson, Spence al
Young who are well-known shipping consultants in London, looking at the iron ore trade to see if our port
state control program is having an effect on the vessels available for that trade. It is very difficult to isolate
the impact of port state control in terms of vessel availability or freight rates. But their studies show that in
the iron ore trade, compared to Canada and South America, vessels trading to Australia are younger vess
Age is only one indicator of vessel quality, but in the very hard trade like the iron ore trade it is an importa
indicator.

In terms of freight rates, there is a premium paid to vessels trading in the Pacific basin. It is not
possible to identify whether or not this premium is due to poor state control or to a number of other very
important factors involved with the equation of supplying demand for shipping in the Pacific basin. | have :
summary sheet of those results available here, Mr Chairman, if you care to have a look at them later.

In addition to AMSA'’s actions, we have a close association with the major commaodity groups in
Australia, the major companies, BHP, Rio Tinto, the wheat shippers, the sugar people. They are all keenly
aware of their obligation in terms of vessel quality, and in association with AMSA they have adopted a mu
more risk based approach to the chartering of ships which leads to safer shipping in Australian waters. Th
in terms of the quality of shipping, Mr Chairman. | can go on to other issues in the report if you want me t
at this early stage?

CHAIR —You might just touch on a few of those.

Mr QUIRK —The major issues are the issues of the flag state responsibilities. As | mentioned
previously, the basis of the conventions through the IMO is the role of the flag state. There is now a flag
state implementation subcommittee. It met three weeks ago in London and | was at that meeting. At a late
stage in the meeting | can give the committee details of the position IMO is adopting in terms of enhancin:
the flag state accountability role. There are aspects in the management of environmental aspects of shipp
in terms of the bunkers convention, compulsory P&l and review of the existing Marpol annexes. | also not
that IMO has now adopted the concepts of sustainability and precautionary principles in determining the
regulatory framework and also | can speak on aspects of water ballast management in Australia, which is
major emerging issue.

On operational issues we can talk in terms of bulk carriers, their losses in the early 1990s and the
operational and structural measures now being adopted to manage the risk of those high risk vessels. In t
of the terminal interface between the ship and the shore, we are about to commence a major program of
enhancing the interface between the bulk terminals and the ships.In terms of operations, the ISM code
became operational on 1 July for phase 1 ships, and since that date we have conducted a concentrated
campaign of enforcement on ISM and | can speak in some detail on the results of that campaign at a late
stage.
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The three major issues | have not mentioned are port state control, from the point of view of both o
domestic programs and our involvement in the regional cooperations. The two final issues are crew trainin
and competency. Crew training obviously comes under the umbrella of the STCW95 convention, but crew
competency takes into account that factor. There are also other factors like fatigue and bridge resource
management.

Finally, there is crew welfare. | can speak on developments in marine order 11 and in terms of wha
we can and cannot do in terms of intervening on ships on matters involving the crew. Having made that e
statement, Mr Chairman, | can expand on other details as requested.

CHAIR —Thank you, Mr Quirk; that was very good. As we start to interact, if you want the call, give
me some signal with your hand, or a nod or something, and | will call on you to speak. To kick off the
guestioning, | would like to pick you up on that point where you mentioned somewhere in the vicinity of 3C
to 350 vessels coming on stream over the next two years. What do you think have been the key factors
driving that? Has it been driven by reform or has it been driven by economic measures to carry more bulk
cargo? You said there was a preponderance of bulk carriers in that. Where has that left the rest of the fles
Has there been attrition from the rest of the fleet or have we got a lot of rust buckets still bobbing around”

Mr QUIRK —'Rust buckets’ is a term we do not use lightly in AMSA. It is an emotive term and |
will not use that term if that is okay.

CHAIR —It is descriptive though.

Mr QUIRK —I accept that. It is always a wonder to us in AMSA why people build ships, because ir
terms of operating ships there is not much money. But smart shipowners build ships for a whole of life
concept; they get the right financing; they go into the long-term charters; and they sell at the right time. Oy
the life of the ship there is money to be made, but often on the voyages of that ship’s operating life there
no money to be made in terms of profit. The smart shipowners, the ones who are interested in shipping a:
long-term concept, buy a ship for a whole of life cycle exercise. Many of the ships being delivered now we
ordered 2% years ago, when perhaps the freight rates were on an upswing and the outlook, particularly in
Asian market, was much brighter.

As | said in my opening statement, there has been a slowdown in the scrapping rate. Scrapping pri
are not good and there are problems on the Indian subcontinent. | noted recently in the press that the US
government is about to impose environmental constraints on some of the scrapping yards, particularly in t
Asia-Pacific basin. Those scrapping yards utilise work practices and environmental practices which would
be accepted in most OECD nations. The impact of that new restriction will be uncertain on the scrapping
market.

The rate of increase of the fleet, according to my London sources, is reducing, but the fleet is still
increasing, and it is a worry. Oversupply will not be good for the freight rates. The indicators are, from my
contacts in London, that the freight rates are unlikely to go down any lower than they are now, but they ar
unlikely to rise within the next three or four years.
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As | mentioned in my opening statement, we in AMSA are a safety agency, but we are fully aware
that, when people are striving to cut costs, they cut costs in the discretionary areas. The discretionary are
ships are crew costs and maintenance costs; most other costs are fixed. If people stop spending money o
maintenance and crew, then we could develop another spate of safety problems, particularly on the agein
bulk carriers.

CHAIR —Thank you, Mr Quirk.

Mr HOLLIS —When you mentioned that the livestock trade from the north has practically stopped,
that is not because of freight rates, is it? That is because of other considerations in Asia?

Mr QUIRK —In terms of the cattle trade from northern Australia, the collapse of the Indonesian
economy has virtually wiped out the trade of live cattle from Australia to Indonesia. There is a slight
resurgence in this trade, | believe, to the Philippines, but that trade is still pretty low. There was an emerg
trade to Libya in the Middle East, but | believe some problems with the European Community have stifled
that trade. The outlook in northern Australia for the live cattle industry is not strong. The indicators we
receive from the industry peak bodies are that it is unlikely to increase in the next 12 months.

Mr MCARTHUR —We heard in previous seminars that the number of new ships coming on stream
was unlikely to fulfil the international fleet expectations that in fact there would be fewer. | am interested tc
hear you say that you have got another approximately 300 new ships. Apart from rising freight rates why
that, in fact, happen? You mentioned the lack of profitability, and we heard about that before. Why was th
this turnaround in the tonnage coming on stream?

Mr QUIRK —I believe the world economic situation is a volatile one, as we all know. As |
mentioned, the smart shipowners order ships for a whole of life cycle. They do not order a ship to make a
profit next year or the year after. They are looking 15, 18 years down the track. The demand and supply
equation of shipping varies. The best example of that is the oil tanker fleet. A year ago, there was a surpli
of tankers; now the freight rate for tankers is strong and looks likely to be strong for the next six or nine
months. People are actually keeping some of the older VLCCs in trade to reap the benefit of that.

| cannot fully explain the economic circumstances underlying the dynamics of supply and demand i
the shipping industry. It changes on a regular basis. Perhaps my colleagues in the Maritime Transport Grc
could explain some of the underlying economic factors, but | cannot explain the turnaround in shipowner
expectations between this hearing and the hearing three years ago.

CHAIR —Would someone like to take up that point?
Dr FEENEY —I do not really have much to add to what Mr Quirk has already said. We could
provide the committee at a later time with some analysis in relation to Mr Quirk’s issue that he has just

raised.

CHAIR —What about you, Mr Vellnagel?
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Mr VELLNAGEL —I have a couple of points to add to it. The report talks about the enormous
financial and economic pressures facing the shipping industry. The shipping industry is not unique in this
particular aspect. There are fairly significant economic shake-ups of lots of industries around the world. Tt
minerals industry in Australia is actually going through a fairly difficult time at the moment where there are
pressures on it too.

In terms of the ageing of the fleet, | looked at the numbers in the report from AMSA and 72 per cer
of the world fleet is under 20 years of age. If you go back through the statistics, that is probably not vastly
different from what it was 10 or 15 years ago when the age in the world fleet really started to blow out. It
was in that early 1980s period that we actually saw the rapid expansion of new buildings come into the
market and the lower level of scrapping. It did meet the demand that was there for bulk commodities durir
that time. As | recall it, from about 1986 we have had very little difference in terms of saying 72 per cent ¢
the fleet is less than 20 years of age.

| think the important factor which is not in the figures here is how much of that is in the 15- to 20-
year age group. Patrticularly if you have got more than half your fleet under 15 years of age, | do not think
ship under 20 years is an unacceptable position in terms of an evolving market where there are always ne
buildings coming on stream and there must always be some scrapping. There will be overhang at times a
there will be a shortage of vessels and tonnage on the market at other times.

At the moment | think the shipping industry is having to restructure. | see the economic pressures &
such that they do have to look at the market. There is not much profitability in cargo any more so one
presumes that there cannot be too much profitability in actually moving that cargo.

CHAIR —Mr Filor, you might have a perspective on this?

Capt. FILOR —Not really. The economics do not perhaps enter too much into the accident
investigation area.

CHAIR —Do you see this trend starting to reflect now on the safety side or making the older sector
of the fleet more prone to accidents?

Capt. FILOR —If we look internationally as opposed to particularly an Australian perspective, then,
particularly in the area of bulk carriers, the losses of bulk carriers are associated with the older ships. In
particular, in relation to 1976 losses, all the ships—and | believe there were four that were total losses—iju
broke up at sea. They were all in the 18- to 20-year-old group. Yes, there is that in the formula, but in
general accidents are more complicated than just age.

Mr PETER MORRIS —Mr Vellnagel, listening to what you are saying, it seems to be that everythin
in the garden is okay, that it is not too bad—that we have a large percentage of over-age ships, many of
which are undermaintained, but that is the way business goes. Is that what you are really saying?

Mr VELLNAGEL —No, that is not what | was saying.
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Mr PETER MORRIS —It sounded very much like it.

Mr VELLNAGEL —Peter, you and | have been colleagues and | think at one stage you actually
called me gamekeeper turned poacher.

Mr PETER MORRIS —Yes—very appropriate sometimes.

Mr VELLNAGEL —I think, over time, the shipping industry saw me as the poacher even when we
were in a regular forum together. Perhaps | have come full circle—I am not so sure.

That is not what | was saying. What | was saying was that in a growing market where volumes
continually increase, you will never have an expectation that the vessel fleet will progressively get younge
As you have to meet demand for more tonnage, new buildings will increase, but while the new building is
coming on stream there will be a capacity to continue to use some older vessels to keep them in the trade
a bit longer. | do not think that bears any relationship to a suggestion that those fleets would be poorly
maintained. You can maintain an older vessel nearly as effectively as you can a new vessel.

Mr PETER MORRIS —But the incidence of older vessels is always much greater in the area of
casualties. What | am suggesting is that, given that your industry is looking to better quality ships and the
pastors want to see a higher scrapping rate, that seems to be a contradiction. You seem to have shifted &
from that view.

The other thing | want to say is that, as far as competitiveness across the industry is concerned, if
only trucks available are all good quality trucks then everybody is on an equal footing. What the shipping
industry says, and what the major exporters, shippers, have to say is that they want to see more reliable,
better quality shipping across the industry. What we have had before us repeatedly is these fringe elemen
old—not necessarily only old, but substandard—shipping with substandard practices that undermine the
efforts to bring better quality across the industry. We are looking for your help on that.

Mr VELLNAGEL —Through you, Mr Chair, | concur with the view: the Australian minerals industry
and the bulk shipping industry would actually like to have very well maintained, good quality ships. We
actually like our cargoes and we like our cargoes to get to their markets. But | do not think there is any
difference there and | think we get into this area again later. In terms of the quality of ships servicing
Australian exporters, and indeed our importers of bulk commodities, | think there has been a significant
improvement—particularly, albeit perhaps belatedly—in the last few years.

Part of this is related to port state control in Australia, but | think part of it is also related to the
ability to fix better quality ships in our market. We heard from Patrick Quirk that some of the statistics seel
to suggest that there is actually a premium in the Pacific basin. | do not think that is entirely due to port st
control; it is probably partly due to the fact that we are looking for better quality ships.

The difficulty our industry faces in a competitive situation is that, where we might be fixing ships at
slightly higher rate than our competitors, the ability for our competitors to actually trade in older, cheaper
ships puts our industry at a competitive cost disadvantage in final markets. We would like to see the whol
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world clean up into better quality ships. It will take time. | think we are doing it in the Australian market. |
think we need to look at other markets.

Mr PETER MORRIS —That raises the question | was going to ask of you next but you have
answered it already. Your submission can be interpreted in a way that says, ‘Because there is a competiti
disadvantage, or what we perceive to be a competitive disadvantage, the standard should be lowered to
embrace those ships being used by our competitors.” That is not what you want to say but that is how |
interpreted what you had in your submission.

Mr VELLNAGEL —No, that is not what | am trying to say in the submission. What | am trying to
say in the submission is that we would like to have that cost disadvantage reduced. The best way to do tt
to lift the standard of ships worldwide, not to lower the standard of ships worldwide. It makes very little
difference to our industry if our costs are the same as somebody else’s. The final market then has to bear
increase in quality of ships. At the moment we are tending to meet the increase in quality of ships in the
Australian market vis-a-vis our competitors.

CHAIR —BHP, you have got a multifaceted interest in this. How do you see the situation?

Mr CAMPBELL —I think we have supported for quite a number of years now the concept of having
better quality shipping in the world. We obviously are shipowners. We are obviously large charterers. So v
have a dual responsibility, but we see that we can enhance our quality, which we have done since the eal
1990s, by introducing our vetting system. We understood some of the issues around the structures—
particularly in large bulk carriers—and the losses that were occurring in the 1980s and we were determine
then to avoid those sorts of incidents with any business that we were doing. We have certainly been
enhancing our own vetting system since the early 1990s and we are continually improving it.

In terms of shipowning, ship chartering, | think in the future you would probably see, as was
mentioned earlier on, that shipowning is probably not where we want to be. Certainly ship chartering is ve
possible for us in the way of bare boat chartering, and we can maintain a quality fleet. Other people can
the owners but we certainly would like to control our own destiny and do the maintenance, do the crewing
and manage the ships in a proper fashion.

CHAIR —Mr McDougall, do you have a question?

Mr McDOUGALL —Could | just start off by saying | am pretty new to this game and around the
table everybody has probably been in the industry a hell of a long time. Can that be one of my observatio
| wonder sometimes how many industries can improve by some new changes to industries to be able to s
some advantages come forward.

From an outsider’s point of view, can | ask this question, and | do not direct it at anyone in particulz
While | acknowledge that the airline industry might have some problems, it has some international
agreements and international standards in relation to construction, in relation to operation, in relation to
guality and performance of equipment. Why does that not happen in the shipping industry? Is there not ar
ability for the industry to come to an international standard—whoever wants to take it up?
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Mr QUIRK —Ships are constructed and operated under a complex matrix of agreements between t
IMO conventions and classification rules. | might add that in the last year or so that relationship has becor
formal with the SOLAS convention—the safety of life at sea convention—now containing the provision tha
ships must be constructed and maintained under class society rules.

Whereas with aircraft—and | am talking about the major passenger planes—there are perhaps thre
major builders of aircraft in the world, there are an endless number of yards around the world that constru
ships of convention IMO size. It is one thing to have a rule, but the interpretation of that rule is another
thing—and the way it is interpreted by the classification society, who in many cases act for the flag state
authority.

So we have hundreds of shipyards building ships nominally under the one standard, but under a
myriad of interpretations. Even when that ship is constructed, launched and commissioned, it then falls un
the flag state to ensure that that vessel operates within the broad parameters laid down in the various IMC(
conventions. Some flag states will fill that role better than others. | must admit, in terms of the aviation
industry as well, ICAO—the International Civil Aviation Organisation—is just about to formalise what is
called an oversight enforcement program because there are some nations of the world which operate quit
large aircraft in a way which does not satisfy ICAO standards.

Because most ICAO delegates fly to their meetings in Montreal, they are all very aware of air
standards and they are all very keen to see all nations comply to the same standards. The US Civil Aviati
Authority has actually banned a number of nations from flying aircraft of their nationality into American
airspace. So the airline industry is not immune from the problems we have seen in the shipping industry. |
the shipping industry they are perhaps more magnified because of the global nature of the industry: the
vessels are owned in one nation, operated by another nation, chartered by another nation. The problems .
more magnified. | will be plain by saying that the value of life on some of the ships in Third World countrie
does not seem to register in terms of the value systems of some of the Western countries. | think that is a
well recognised fact as well.

So there is a myriad of factors involved. The aviation industry is not totally immune, but we have
problems in the shipping industry. | must comment that in the last 10 years the industry itself has made
substantial moves to tighten up. As | said in my opening statement, the issue of flag states and how they
operate is a major problem for the shipping industry in the world.

Mr CHARLES —I would just like to follow on from what Patrick has said and ask him to give us the
benefit of his knowledge on some moves that are being made at the IMO and internationally in respect of
identifying those flag states that are not taking up their responsibilities, and the move towards port state
denial for those flags.

Mr QUIRK —The ship industry already knows who the negligent flag states are, even through our
port state control statistics, the casualty statistics, the vetting reports of either the oil or the bulk industry. |
am pretty sure | could name the 10 worst flag states now if | chose to. So the industry already knows in a
commercial sense who the good guys are and who the bad guys are.
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In a formal sense, there is the International Maritime Organisation, which is a UN agency, which
operates very much on UN principles. It operates by consensus. The delegates of the various nations con
the IMO with a consensus nature—they are not forced to be there—to agree on safety regulatory issues &
environmental regulatory issues. The hard part comes when some nations are knowingly not fulfilling their
flag state responsibilities. We come to the very sensitive issue of sovereign right. The IMO nominally does
not have an enforcement arm. It is a body of consensus, of cooperation.

There is a flag state implementation subcommittee which meets every year. It has only met the last
five or six years. At the last meeting in London, after much opposition from a number of nations, it was
agreed that a flag state self-assessment form would be developed and referred to its parent committee for
approval. We in Australia expect that self-assessment form to come under considerable opposition in the
parent committees in December this year at a meeting in London. It is by no means certain that the
assessment form will go on. But it is a first step in terms of the IMO recognising that, for the IMO to have
long-term future, it must address the problem of flag state compliance. Without the flag states complying,
some of the IMO conventions are not worth the paper they are written on.

CHAIR —Let us swing to Lloyds. What other imperatives can you see to enforcement?

Mr RIDLAND —We are a member of IACS, the International Association of Classification Societies
This is 11 classification societies. We are guided by them to give a standard of service, by means of laid
down requirements as well as by auditing by the IACS body. Recently we had one of the IACS members
actually withdrawn from some of their role because their standard was not up to IACS requirements. To
answer your question, | think IACS is the main party that is giving us direction to give a more global
response to criticism, as well as improving standards.

CHAIR —What you are saying is then that the self-regulation of the classification societies can have
cascading effect into other areas of safety? Is that what you are saying?

Mr RIDLAND —Yes, | think IACS is very important in the work we do. As well as that,
classifications do get audited by the Norwegian inspectorate and various other authorities.

Mr CHARLES —I just wanted to go back to my original question to Patrick. You gave us a very
complete answer in respect of the first part of the question, but nothing in respect of the possibility of
moving as an enforcement process to those flag states that deny their responsibilities or avoid them. We
probably, as Patrick says, all know who they are. We could name the top 10 in that respect. Is there the
possibility of picking them off one at a time, with the question of port state denial and what that means, ar
where we are heading, given that in your previous presentation prior to the question period you also made
very aware in respect of the lowering of charters and the obvious consequence of that—neglect of
maintenance and also crew welfare in respect of wages and conditions. They are the areas that will be ur
pressure now that we are moving into that period. So we could link the two together and look at where we
are heading in both those areas, where you think we in Australia should be moving in respect of both of
those areas and what steps are in place.
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CHAIR —Before you answer that, Mr Quirk, what do you mean by ‘picking them off one at a time’?

MR CHARLES —I think it is internationally accepted that the easiest way to get the flag states that
are denying their responsibilities, rather than naming them holus-bolus, is to audit them one at a time and
pressure on them in an international sense through the IMO. In the process of giving the IMO some teeth,
those flag states are identified and audited one at a time. If the international area picks out one flag state
audits it, and if it needs port state denial or some further teeth, it will probably make the rest of those state
address their own situations on a voluntary basis rather than be put under this enormous fishbowl type of
effect.

CHAIR —What do you say to that, Mr Quirk?

MR QUIRK —I will just explain what flag state denial is as | understand it. Under the interaction of
domestic law and international law, primarily through the United Nations Convention on the Law of the Se
UNCOLS, a coastal state—Australia, being a coastal state with ports—can theoretically deny access to a
of a particular flag if it chooses to do that. | need to explain that | am not talking possible policy for
Australia; | am only commenting on what | have heard overseas in terms of discussions.

CHAIR —We understand that.

MR QUIRK —There are discussions taking place which would link a flag state’s compliance with
international conventions, in terms of how it operates its vessels, to the right of that nation to send its ship
into the ports of its trading partners. For example, a ship of country X, which we all know would be a bad
performer, may be denied access to the European Community ports until that nation fulfils its flag state
responsibilities. It raises a lot of economic issues, a lot of trade issues under the World Trade Organisatio
and a lot of issues even for the IMO in terms of the legal framework that could be done. But the issue is
being discussed in an almost open nature now about nations exercising flag state denial, which may be o
means of enforcing certain states to comply with international conventions.

CHAIR —Have we ever denied a particular flag state access to Australia?

MR QUIRK —To the best of my knowledge, | cannot recall a situation where we have ever actually
denied access to a ship.

Mr PETER MORRIS —A ship being on the basis of flags.
MR QUIRK —On the basis of flags, yes.

Mr PETER MORRIS —But we do target particular ships, the flag of the vessel and the agent of the
vessel in a milder fashion than does the US Coast Guard.

MR QUIRK —Yes, we have a targeting regime and flag is an element.

Mr PETER MORRIS —It is much milder than the US Coast Guard, isn't it? Why don’t you and Mr
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Charles stop beating around the bush and tell us who these flags are? It would help a little bit.
MR QUIRK —I could read from thdPort state control reporin terms of the tension.

Mr PETER MORRIS —What page? | have been looking through it while | have been listening to
you.

CHAIR —AnNd you are addressing this particular reading through the chair, aren’t you? It is a very
sensitive reading.

MR QUIRK —That is correct. Table 5 on page 13 lists ships detained by flag. We have not listed
them in any sort of league table, but there is a list there and it is quite obvious that some countries have
troubles: Antigua, Cyprus, Indonesia, St Vincent in the Grenadines and the Ukraine, just to name a few.

Mr PETER MORRIS —Through you, Chair, do you concur with that, Mr Charles? Would you like to
add to that?

MR CHARLES —Through the chair, | think we could probably add a couple of more well-known
flags: Panama and Liberia would probably be fairly well up the top of anybody’s list.

MR QUIRK —I need to clarify my position. We are talking in terms of safety and performance. Fron
our perspective, | know there are difficulties in certain Liberian management companies. In terms of safety
performance, they would not be in my top 10 list. Some issues are objective, some are subjective and sor
are particular issues for particular groups.

CHAIR —Before | come to you, Captain Filor, | would be interested to talk to Mr Bohn. You are a
new player in this field. Does this talk spook your operations in any way or have you got an action plan th
keeps your particular registrations out of that mire? As a new player in the field | would be interested to he
your perspective on this because you must see the potential difficulties for your country further down the
track if you get lumped in with some of these more dissident ones that have been spoken about today. | &
not suggesting that you would, but | am asking what quality control you have put in your own operations ti
make sure that this never happens to your particular fleet.

Mr BOHN —Firstly, Vanuatu has been involved with ship registration internationally for 17 years so
we are not totally new. In fact, we have been in the business quite a bit longer than some of the more rec
entrants, some of the ones that have been named. We believe that we have got administration and safety
policies in place that prevent vessels that are substandard from coming onto our registry. But even more t
that, we follow on with surveys and inspections, using classification societies and our own facilities to enst
that we have vessels that are maintaining their quality and maintaining the international conventions apply
them. Ultimately, we have the right to—

CHAIR —Very briefly, how do you do that? You are fairly remote from the centre of Europe or the
centre of the Americas. How do you enforce that? How do you carry out those inspections? Do you have
agents? What is the methodology?
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Mr BOHN —We would certainly apply those rules in the same way as Australia might apply those
rules, being quite a bit distant from those areas of operation. Certainly, Australia would have more facilitie
as far as administrative control is concerned, but they would work with their own authorities, with
classification societies. We would tend to use more agents working on our behalf in those areas.

CHAIR —Captain Filor, you had something to add.

Capt. FILOR —On page 127 of the MUA submission to you, there is a list of those flags we are
talking about. What we have done in the MIIU is to try and make a threshold and compare the number of
accidents with the ships at risk. Panama is a flag which has by far the largest fleet in the world and so on
could reasonably expect them to have the most accidents.

In Australian waters, Panamanian ships, for instance, account for something like 13 per cent of all
ships visiting Australia and they also account for 13 per cent of the accidents which we investigate—that i
not to say substandard ships or anything that comes under the port state control regime. So they are not
represented. One would obviously like to see them not represented at all.

This is the table | was referring to on page 127. The fourth mentioned—I have talked to Mr Coomb:
about this and | think he agrees—should read Belize and not Bahamas. If we then compare internationally
we actually find that those vessels in that list all account for or are over-represented by nearly twice. | hav
not expressed that very well, but those flags are almost all twice as likely to have an accident as they sho
be. In Australia it seems that they are not over-represented but internationally it does seem that they are
almost between 1.5 and two times over-represented in accidents which are investigated, and total losses.
hope that makes sense.

CHAIR —Do you want to add to that, Mr Coombs?

Mr COOMBS —Obviously, we were attempting to point out what is appropriate in this particular
section and the problems that port state control has with flag of convenience. There is a huge amount of
figures.You can go well beyond Australia and have a look at the experience, for example, in the UK with t
decline of the fleet from 75 and 1,614 nationally flagged vessels to 226 in 1998 and the fact that 80 per ce
of the problems that they experience are of flag of convenience shipping, which they would not have
experienced, in their view, if—

CHAIR —That document could be very handy. When you have finished referring to it, could we wor
it into the record?

Mr COOMBS —That is not a problem—certainly.
CHAIR —We will let the committee consider working it into the record.
Mr COOMBS —That is why | brought it along. The argument there is rather graphic because of the

fact that we are very much smaller and that perhaps people can somewhat be more dismissive of the prol
in terms of the Australian situation.
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When you go to a country like the UK, one of the leading maritime nations of the world, and see th
level of decline, then see their studies and the reflection of the figures in respect of problem vessels and
a look at their port state control results in terms of their trading patterns, their ship visits and their flag of
convenience operations, you get a true picture of the magnitude of the problem that we are confronted wit
That is if we focus solely on that aspect. Of course, we will have something more to say about the ques
of the capacity of the crews and the competency of crews and the element that introduces into the questic
ship safety.

Can | just say, in respect of this focusing on the age of vessels, that we have just purchased a 21-\
old vessel to be our flagship to go around the world to highlight the flag of convenience problems. It is a Z
year-old vessel which, | have to say, is in very good condition. It would not be carrying a British flag on
behalf of the International Transport Workers Federation if it were not.

So it was not a question of meeting some standard in purchasing some vessel within a much young
timeframe. A 21-year-old vessel—properly maintained, properly crewed and competently crewed—meeting
of the requirements, of course, reduces dramatically the level of problem that we are focusing on here. Th
identifies relatively the importance of the condition of the ship as opposed to the question of the competer
of the crew and the human element factor.

CHAIR —That is a very good point and | know that it will spill over into another topic later. Just on
this point, Mr Ridland, you said in your submission that you had noted deficiencies in on board maintenan
Could you expand on that? Is that the point that Mr Coombs is making? What is it? Is it the cutback in cre
size, the competency of crews or other factors?

Mr RIDLAND —I think it would be the cutback in crews if you reflect on the fact that, probably 20
years ago, the same size of vessel had a crew of 30. You are back to 17 or 18. So there would be a
considerable bout of ongoing maintenance which is not accomplished by the crew members. | think this is
reflected in the port state detention list where there is a lack of maintenance on fire flaps and a whole ran
of things which come up; every detention you see them listed. To answer your question, | would say, yes,
crew size and competence would reflect on the standard of the vessel.

CHAIR —We have only got a couple of minutes left. Is there anything in this particular segment tha
someone wants to touch on before we move on to the next topic?

Mr CHAMBERS —I think we really should be focusing more on substandard shipping of any flag.
Mr Coombs and Mr Charles keep raising open register vessels, or flags of convenience as they are called
sometimes, but of course the list that Mr Quirk read out included a number of national flag countries, and
think the focus needs to be more on that. From a shipowner’s perspective internationally, we are concerne
and we have had discussions with the ITF in London, about focusing on substandard ships and substand:
operators no matter what the flag. So | think we need to just focus back in on that component of it and no
necessarily get carried away by the idea of open registers.

CHAIR —Thanks. That is a good point. Colleagues, any other questions?
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Mr PETER MORRIS —Yes, | have got a couple of questions—both to Mr Chambers and to Captair
Quirk. Mr Chambers, on page 222 of your submission you are saying that the Australian government shot
be using its persuasive powers on other governments to speed up the process of appropriately implement
existing international regulations via flag states. What is the implication—that we could be doing more that
we are doing? And, Captain Quirk, that bears upon your responsibility and that of your colleagues. Are yo
just going through the motions at IMO in respect of flag states? And what has been the result of that flag
state implementation? This is the weakness in this whole system. Is that going anywhere? Is there going t
another convention or are we still continuing a talkfest over there?

Mr CHAMBERS —From the Australian perspective we support the government’s activities in
conjunction with a number of other countries—the UK and others—who are looking to introduce a possible
convention on flag state implementation into IMO. We are fully supportive of that activity. From the
operator’s point of view generally, the International Chamber of Shipping has had discussions amongst its
members—its members are national shipowner associations around the world—with the idea of possibly
looking at providing a code to ship operators which points to the well operated flags as opposed to the no
well operated flags, so that there is some information in the marketplace that ship operators can use to m
a decision on the flag that they will operate their ship under.

So there is activity going on. Mr Quirk will probably follow up with some of the very recent
discussions that have gone on about flag state implementation in London.

Mr QUIRK —I make one issue first about final points. Age of ships is important—it is an important
factor in the profile of a ship—but | think we at AMSA appreciate that age is only one factor. As we get or
today in discussions, we talk about how the ships are operated and how they are crewed, and although ax
important there have been substantial changes in survey standards in the last four or five years to catch
ageing ships, particularly bulk carriers and tankers that perhaps are past their due by date. That is importz
when we look at how ships are operated, how they are crewed and, more importantly, how they are mana

In terms of the flags implementation subcommittee, we are dealing there with issues of national
sovereignty. From Australia’s perspective, it can be a very frustrating exercise. | make comment here—it i
the public domain—that one of the editorials in Lloyds list London three or four days ago, maybe a week
ago, commented that Liberia made a very emotional intervention at the last committee meeting saying tha
the IMO tries to get involved in enforcement, then it is the end of the IMO as we know it today. Those sor
of emotional statements are unusual from the IMO. This is generating an intense debate on whether or nc
IMO has a future in terms of enforcement.

So we are making slow progress, but | might add that in other areas of its operations the
subcommittee has made substantial progress. Maybe Captain Filor can comment on the code of casualty
investigations—also in terms of the process in the port state control data. The committee has made progre
on a number of fronts. Where it has the most difficulty is coming to terms with whether or not it has a
political mandate or whether or not it is a technical committee, and that has yet to be resolved by the IMO
assembly.

CHAIR —We may come back to this issue in the fourth focus group on crew training competency. |
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would just like a quick comment from Dr Lewarn. We talked about the size of crews and the age of vesse
Mr Hollis and | were involved with a particular vessel—I think it was an Indian registered vessalRhe
Anand—that became a bit of an icon issue when it was impounded at Gladstone in my electorate. The thir
that came through there was not just the regulatory misdemeanours on the part of that vessel; they did nc
even have the equipment. Even if they had had a bigger crew, they did not even have the equipment. The
had to be auxiliary power plants and things brought on to the wharves to help them load and unload.

My question to you is this, and we might expand on this later on in section 4. In the training of crew
today, has sufficient emphasis been given to making sure that the right equipment is on ships? Surely tod
you do not just chip the rust away with a chisel? There are other methods of doing it. Is that happening or
some maintenance caught in a time warp?

Capt. FILOR —I think the answer, coming backwards, is yes, some maintenance is caught in a time
warp. Our experience with relatively large numbers of overseas students is that you would have to say the
you wonder if some of them have actually ever set foot on a properly operated ship. | would not for a
moment blame those particular individuals. There is quite clearly a very significant range of operators out
there in the world shipping environment, some of whom quite clearly provide almost no equipment for
maintenance at all. In answer to the first part of your question—whether we pay attention to maintenance
issues and the need for proper equipment, and indeed training, for Australian seafarers—the answer is ye
very much so.

CHAIR —On Mr Coombs’s evidence, obviously the British are doing the same?
Capt. FILOR —Indeed, that would be the case.

CHAIR —So that is another dimension of this, is it not? It is not just being regulatory with these
particular countries that are playing up, but making sure there is a culture of training and proper equipmer
involved as well.

Capt. FILOR —Indeed, I think that is correct. | think the word ‘culture’ is very important in all of
this. It is the culture of the operators, the trainers, the seafarers and all involved, which, in the end, go to
make up the differences between the good and less good players.

Mr PETER MORRIS —Mr Chairman, you raised the question of the ship &) Anand a single
voyage permit vessel. In this representation here and submissions, there is hardly any reference at all to ¢
voyage permit vessels. Mr Quirk, we do not inspect single voyage permit vessels before they are operatec
Are there any statistics on the incidence of single voyage permit vessels? Maybe we will come to that in [
state control later in the day? Would that be a more appropriate time, Mr Quirk.

Mr QUIRK —The issue of single voyage permits is a policy issue for the department. | can talk in
terms of vetting but maybe Mr Feeney could make some comment on changes to current procedures.

Mr PETER MORRIS —The question was not about policy; the question was just about the facts.
Maybe it is more appropriate to leave it until later in the day when we come to port state control?
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CHAIR —I think we might do that. | also want to hear Mr Richardson, so we will pick you up in
section 4 if we could on this particular issue. We have gone over quite a bit. It was a very good opening,
everyone. | appreciate the interaction, but | now want to move on to operational issues.

Is it the wish of the committee that the document knowrDasng with disasterbe incorporated in
the transcript of evidence? There being no objection, it is so ordered.

The document read as follows—
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[10.10 a.m.]
Focus area 2: Operational issues

CHAIR —Mr MacGillivary, you had quite a bit to say about safety culture. Perhaps you might like to
lead with a short statement of two or three minutes to get us into this new section?

Mr MacGILLIVARY —Let us look at the way the industry is going now. In the preamble to the ISM
code, one of the stated objectives of the ISM code was to raise the safety culture in the industry. | think tt
that to a certain degree is happening with the ISM code and the STCW—the changes which are occurring
there. This goes back to what we were discussing before as far as the implementation of the STCW is
concerned. Nobody really knows how it is all going to pan out in the end, but we will just have to wait
through experience to see how it is going to really work.

It is important to note that as far as IMO monitoring of the flag administrations, as of 1 August, it is
now a requirement that flag administrations issue a plan to IMO as to how they are going to implement th
STCW. As far as the quality of shipping is concerned, one of the things that | have noted—and | am
speaking from personal experience here, and | think it is related to what Mr Chambers said earlier—is tha
there should not be so much focus now on flags of ships. Through my experience through several years c
surveying and conducting safety audits on ships, it is the operators who really should be in focus. | firmly
believe from my experience that behind every substandard ship there is a substandard operator. The fact
certain substandard operators hide behind flags of convenience is just one of the things of the industry. I |
been on many ships now of Panamanian or Liberian registry which are in very good condition. The crews
very well trained. The ships are very well maintained.

CHAIR —That is a good opening. In taking that point of yours, you are talking about the culture.
What about when the culture breaks down and salvage becomes an issue? Mr Cole, you noted in your
submission that maintaining the salvage capacity is no longer commercially viable or justified in some
countries. What arrangements exist in other countries in these circumstances? When there is a breakdowi
how does the rest of the shipping family cope with that?

Mr COLE —The problem is a worldwide problem and the salvage industry is trying to come to grips
with it. As Mr McDougall said in a comment in a previous session, sitting around this table you see men w
are getting older. That is not just confined to this committee meeting: it is the case in salvage.

There is a problem in the salvage industry. Firstly, the participants are all getting older, and becaus
there is a decrease in salvage activity there is no ongoing training. The problem is one of manpower, and
nobody in the international salvage community has come up with an answer to it, although we are looking
a training regime where we can bring new players or younger people into the industry and collectively trail
them. But that is costly and we have to find the resources to be able to implement such a regime.

Secondly, we look at how we meet the need for salvage. This is a problem that we have identified |
Australia, and it is a problem that has been identified around the world, because with the success of the
implementation of the various marine orders that have been internationally promulgated, we are now findir
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that there is a decline in the number of incidents. Of course, the decline in the number of incidents also
equates to a decline in the earning capacity of salvage companies.

In addition, both the hull underwriters and P&l clubs have become a lot more proactive in how the
contracts are to be let. Whilst in years gone past, the LOF form was almost the standard universal form,
which bound salvage contractors with their clients—whether it be shipowners and/or underwriters—the inte
expectation now is of commercial reality, and there is a negotiation process that goes on. That negotiation
process is obviously to bring prices down.

We are seeing a disinclination in the salvage industry to invest in salvage. What has happened
overseas is that the government has become far more proactive, and we see the example in the United
Kingdom where they have stationed tugs around the United Kingdom during the winter months—not durin
the summer months—as a line of defence for the prevention of what is generally the most emotive issue i
marine affairs—oil spills.

We in United Salvage took a different tack. We have tugs that are stationed and are dual purpose f
provide towage services in ports around Australia. These tugs have had additional features added to then
during construction, and we use them for the provision of salvage services. It is seen around the world the
this response is probably the way a number of countries are handling salvage responses.

It is a problem, and | get back to the question Mr McDougall asked in the previous session, when h
said, ‘Why is the shipping industry so different from the airline industry?’ My response to that question, if I
asked it of me, would be to give the example of a ship that sank in the English Channel a couple of years
ago, and nobody knew it had sunk until 15 days later, when it was due to arrive in the West Indies and it
not arrive. There was a loss of 24 people.

It is not emotive. The only emotive issue that the public buys is oil spills. You lose 24 people in a
ship and it does not rate a mention. You see an aeroplane fall out of the sky and we are all aware of it.
Fifteen days this ship was lost, and nobody was aware it was not on the high seas.

CHAIR —Do you want a reply to that, Mr McDougall.

Mr McDOUGALL —I think it is a very interesting response to the question. | would like to, but it is
in last part that |1 would like to. May | just go back to the point, because it is something that | am trying to
get at. | know that all the comments around this table have been made in relation to the quality and the
operational issues of the fleet that exists and the fleet that is coming on board in this 335. How relevant a
the designs of those ships to the tasks that they are going to be carrying out, and in relation to the project
life that the builder and the owner are looking at in relation to that vessel?

When you ask that question, the next question to me is: how is that vessel used in relation to it? S
you can go down the path of asking all the questions that have been raised. But | come back to the origin
point: if you are dealing with a substandard product in the first place from brand new, you have got two
different arguments you have to follow. It was the standards that | was trying to set in the first place. Are \
arguing and debating at the right level from the start point? There are two questions to me—the question:
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dealing with the problem that exists and the question of dealing with the future. Are we continuing to
manifest the past in the future because we are not dealing with the future. That may be a bit more succinc
than what | said before.

CHAIR —This problem that we are talking about is not unique either to aviation or to shipping. The
committee is currently winding up its inquiry into the national rail system. Without anticipating the
committee’s findings, the uniformity of train driver training between the Australian states is as big a problel
So it is not something just confined to aviation or the maritime industry. Perhaps on this point again, comil
back to you, Dr Lewarn, picking up Captain Cole’s point, where is the appropriate forum for training young
people in salvage? If there is not a capacity within Australia on its own, is there a capacity to perhaps
regionalise this so that there are competent teams in various parts of the world, in particular in Australia,
New Zealand and the South Pacific circumstance?

Dr LEWARN —I think | have one bit of good news. We have recently provided to young Australian
cadets Smits tugs based in Singapore. Those cadets have undertaken their basic training at the Australiar
Maritime College and they will undertake their more specific salvage tug oriented training with Smits, so tf
is a positive step. In terms of regionalising, that seems like a logical approach. Dale Cole would be better
placed than | would to talk about the possibilities associated with that. But quite clearly, for any training to
occur, you do need some synergy and a reasonable group of people involved. | cannot see why, with sorm
degree of goodwill, that should not occur.

CHAIR —Some inter-country exchange can perhaps achieve the same end: is that what you are
saying?

Dr LEWARN —I would believe so. Most certainly, Smits, who are one of the world’s largest—if not
the world’s largest—do have training programs for young people. We have been fortunate to be able to pl
two young people there. Maybe that is the start of what Dale Cole was talking about.

CHAIR —Back to you, Mr Quirk. Do you have a perspective on this?

Mr QUIRK —Yes, Mr Chairman. Looking at ships, there are two sides to the equation. There is the
hardware and the hull machinery, the equipment and the crew and the way they are managed. On the
structural side, the equipment side, the question was asked: are we utilising best practice? We are always
improving but | believe that the core technology at the moment in terms of structures and machinery is
adequate in terms of safety performance. We are going down a road called formal safety assessment. Wi
the high-speed craft being built by people like Bob Clifford in Tasmania, their safety parameters are partia
determined under a formal safety assessment which is a more risk based assessment rather than a rules
assessment.

As a general comment, | believe the structures, machinery and equipment available today in the
marketplace are adequate for a safe ship industry. We come back to the supply side, the crew, and their
competency, training and management. This comes on to one of the later sections of the day’s discussion
but that is the weak point in the current transport chain. The comment was made before that behind every
substandard ship there is a substandard operator who is cutting costs in employing least cost crews. That

COMMUNICATIONS, TRANSPORT AND MICROECONOMIC REFORM



Tuesday, 14 July 1998 REPS CTMR 29

the core of the problem.

CHAIR —Let us come to the AMSA submission itsel—Captain Hay’s submission. In Captain Hay’s
submission he made a couple of comments about, | suppose you could say, the business being too theor
He talked about a box ticking exercise on the one hand and then he said, when he was talking about the
reporting system, that it was expensive and of limited benefit. What | am trying to come at here is what sc
of culture has to be created to properly address the matter of reporting in a meaningful way—not just goin
through the motions, but doing it in such a way that it has some meaningful impact on operations.

Mr QUIRK —There are two distinct issues there, Mr Chairman. The first involves part of the ISM
code, which is a safety management code which came into force on 1 July, and even most ships these dz
have what is called a pilotage check list: when the port or coast pilot comes on board, there is an informa
sheet for the pilot to know what is working, what is not working, what the capabilities of a ship are and wh
it is not capable of. If the pilotage check list is made out three weeks ahead there is definitely a problem c
the ship, and if the pilots advise us of those issues we will look into it in a non-intrusive manner without
identifying the pilot. It is a problem.

A couple of submissions have been made about pilot training standards. It is a two-way street. The
pilots cannot demand good ships if they themselves will not play their role in ensuring standards are
complied with. It is a long time since | heard a pilot knocking back a ship for pilotage.

On the second issue of the reef pilot reporting system, that is the most extraordinary statement in tl
submission, Mr Chairman, and | was quite upset when | read that. If people in this room will take their mir
back about four years ago, Det Norske Veritas did a detailed three-stage risk analysis of shipping risks in
Great Barrier Reef. One of their recommendations was a more prescriptive reporting system for ships. Un
the auspices of the IMO we now have a leading edge technology ship reporting information system in forc
in the reef which | can say to you, without any reservations at all, has enhanced safety. | cannot understa
for the life of me what that statement is supposed to mean, and | find it quite extraordinary. Safety has be
enhanced by that system and will continue to be enhanced by that system.

CHAIR —Would Mr Chambers like to make a comment on that?

Mr CHAMBERS —I fully agree. It is a reasonably complex reporting format, and it took probably
some time to bed down. Those things happen when you introduce new ideas and new reporting
circumstances, but the reef system is working well.

In terms of pilotage generally in the reef, it is our members’ view that in fact standards have risen. .
competition has not reduced standards, in our view; standards have risen. The pilotage companies are try
to differentiate their service on quality, and as a result their quality has risen.

Mr PETER MORRIS —Can | just dwell upon the submission from Torres Pilots’ Captain Sturt and
also Captain Hay’s submission. | would be interested to know what status that submission has. He said it
a private submission, but he is not here. Some of the comments he makes are fairly caustic, and when yc
link them with the submission from Torres Pilots, this really goes to the core of the problem.
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If you look at page 61 in your submission, Torres Pilots is in the middle of the page. He refers to K
Filor and says that a high proportion of these incidents—these are on the investigated incidents—have
involved Australian pilots who are licensed under one of various federal or state licensing machines. There
then follows the section on pilots’ standards. Captain Sturt, you just raise the question that development o
national pilotage standard needs to be uniform, but you do not elaborate on it. Can you tell us something
about that? It is pretty strong stuff. Is there really a need now to get uniformity? | have been told that eact
the ports control their own pilots and the standards for pilots and practices vary from port to port. Can you
tell us something about it?

Capt. STURT—I must say | did not write this report. This was done by our manager.
Mr PETER MORRIS —But you have got to answer for it!

Capt. STURT—I have not been able to speak to him. | only received this yesterday. | am not quite
sure, to some extent, what he was referring to in some of these statements. | think the standard of pilotag
training has not changed a great deal since | have been a pilot. It has been quite a high standard in all m
experience.

Mr PETER MORRIS —Are there differing standards of pilots from port to port?

Capt. STURT—I am not a port pilot; | am a coastal pilot. | go just up and down the Great Barrier
Reef.

Mr PETER MORRIS —There are or there are not? Are there differing standards required of pilots,
and different practices from port to port up the Queensland coast?

Capt. STURT—I do not know anything about the port pilots.
Mr PETER MORRIS —Could you come back to us in writing on that?

CHAIR —We need that by Monday, Captain Sturt, if that is possible. | know it is a fairly short time
span, but we have to get this report through the system for tabling in August.

Capt. STURT—I am not quite sure of the question really.

Mr PETER MORRIS —If you read the submission, what you are saying on the bottom of page 61,
which is the second page of Torres Pilots’ submission, is that it refers to pilotage standards and a need fo
strong case for development of national pilotage standards and the review of various regimes. The implice
there is that there are differing standards from port to port. There is no more sensitive area in Australia fol
shipping than the Great Barrier Reef and | think it is extremely important, for the committee’s interest, that
we have that clarified. Can | invite Mr Quirk to respond, Mr Chairman?

Mr QUIRK —Just to clarify and comment, Mr Chairman, we need to differentiate coast pilots who
pilot the ships through the Great Barrier Reef and great north-east channel. They are licensed by AMSA,; 1
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are under a uniform regulatory framework by AMSA, we believe. It is always open to discussion whether t
training framework is acceptable and the pilots are of a high standard. Where the current difficulties exist |
between the port pilots who pilot ships in port limits. They are either licensed by a state authority or by a
particular port authority. In Queensland they are licensed by the state authority. | believe, being an ex-
Queensland pilot, | might admit, the standard is okay, but on the other side of the equation, in Western
Australia, the ports licence the pilots as opposed to the state marine authority.

There is a strong push at the moment for a national uniform training and selection framework that f
been agreed. Hopefully it will go to the meeting of the Australian transport council later this year. That will
provide a non-prescriptive uniform training framework with the ability for all states to prescribe particular
issues within that framework. But there is a problem in pilotage standards. It is well acknowledged, and nc
only in Australia. I think Australia is pretty good. Organisations like Intertanko have been strong in their
proposals for more accountability of pilots in terms of their performance of their duties. Australia is well
positioned for that. We are moving down the road for national uniformity, but, given our federal system of
government, there will always be some jealousy or turf protection by the authorities.

Mr PETER MORRIS —So the longer you take to do this, the more likely the Great Barrier Reef is
to be at risk?

Mr QUIRK —I repeat that the coast pilots, the reef pilots, are licensed by AMSA as one group. We
believe that we have a training certification process which meets the aims of safe pilotage in the reef. It is
port pilots—I will not mention ports—for individual port limits where there are perceived difficulties in
uniformity.

Mr PETER MORRIS —Let me take you to Captain Hay's submission on the second page. It is on
your page 78. It says:

With competitive pilotage you can come under commercial pressure not to report defects.
Is that the case?

Mr QUIRK —That is a natural concern of all people who provide service in the shipping industry.
Given the nature of the industry, if a person is seen to be not toeing a line agreeable to the owner or the

charterer, there is a possibility of them changing their service provider.

Mr PETER MORRIS —lIt’s that nice and simple? If | report your ship being deficient then you will
not give my pilot his business next time? Is that the way it works?

Mr QUIRK —That is a natural concern to the pilots and | believe it is a well founded concern. We
have got around that, | might admit, by having a reporting system which enables pilots to report ships in a
manner whereby AMSA can investigate without naming the pilot or the source of the information. That is
used on a regular basis.

Mr PETER MORRIS —Is it compulsory to report defects noticed by pilots?
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Mr QUIRK —Under our current law, no. | believe pilots would have a duty of care themselves to
report defects, as would the general community.

Mr PETER MORRIS —But is it the case with the EC that there is a directive that pilots must report
deficiencies noted that may affect the safe navigation of the ship—article 13?

Mr QUIRK —I am unaware of that directive, Mr Morris.

Mr PETER MORRIS —Do you want to have a loan of it?

Mr QUIRK —Yes. Certainly. | would not mind a copy.

CHAIR —Don’t have a duel with him, please.

Mr PETER MORRIS —No. | think it is a very important question because it has also been picked u
on the grapevine apart from what we are doing formally here. This message is going around the grapevin
about the dangers that are involved, particularly with competition between pilots. The other issue being rai
by pilots is that the market is so skinny that there is really not room for two players and so standards are
going down.

Mr QUIRK —As a safety regulator, | dare not get involved in economic argument.

Mr PETER MORRIS —Please don't.

Mr QUIRK —But | must comment that some of those arguments put forward are based on very thir
rationale.

Mr PETER MORRIS —Can | ask Mr Chambers? Mr Chambers is concerned about this. You are a
customer?

Mr CHAMBERS —I will repeat what | said before: that it is our members’ view that standards have
risen as a result of competition in coastal pilotage in Queensland.

Mr PETER MORRIS —AnNd that includes international pilotage through Australian waters, obviously
through the Great Barrier Reef?

Mr CHAMBERS —Yes. Correct.

Mr PETER MORRIS —Can | ask our BHP representatives here what is their experience.

Mr BAXENDALE —What we are seeing is that the standard has improved. The pilotage through th
Great Barrier Reef is better. They are better organised. They have qualified themselves with a quality syst

and they have put their systems in place. | do not think the competition has done a great deal of damage
the pilotage itself. | think that the quality of what we are getting is good.
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Mr PETER MORRIS —Captain Filor, this submission from Torres Pilots refers to the incidents you
have investigated, and you have investigated a number of incidents involving pilotage on the Australian cc

Capt. FILOR —Yes. We have. What we have found is that it was purely human factors. It is lack of
anticipation. It could almost equate with driving your car and momentarily becoming absentminded.

What we have found and targeted were things such as lack of bridge resource management—in otl
words, using all the resources on the bridge that were available—and basic lack of anticipation and planni
by pilots and by those on the bridge. There are very human things which occur particularly when the pilot
feeling comfortable and relaxed. Whereas perhaps on a less well managed ship they are on a higher leve
alertness, what we find is that on the better managed ships they tend to relax a bit, and this is when accic
tend to creep in.

What the Australian shipping industry has done over the last two or three years is actually set up a
course on bridge resource management, which most, | think now, Australian officers have been through.
Many pilots have been through it. Over the last few years—I don’t want to put the hex on this—the rate of
accidents through, for want of a better word, carelessness does seem to have decreased quite markedly,
particularly on Australian ships.

Mr PETER MORRIS —A number of the incidents you have investigated have been foreign registere
vessels, haven't they, transiting Australian waters?

Capt. FILOR —There have been some. But there have been others which are Australian ships as v

Mr PETER MORRIS —And when you referred almost literally to the pilots taking their eye off the
ball, is this code for fatigue?

Capt. FILOR— Not necessarily, no.
Mr PETER MORRIS —So they are all bright and frisky? No one is tired?

Capt. FILOR —Certainly, there was one classic of extreme fatigue inRbacock The pilot was
fatigued.

Mr PETER MORRIS —Because there are other submissions here that refer to the length of duty, a
there are the reports that you have brought down that refer to the pilot going down below and the helmsm
taking over and then losing control.

Capt. FILOR —It is not usually the helmsman; it is the officer of the watch, certainly. We find that
on that passage the pilots do have areas where they can go down and leave the ship in the hands of an
ordinarily competent officer.

Mr PETER MORRIS —When you say ‘bridge resource management’ that you were looking at to
embrace all of these problems, what precisely do you mean? Can you explain it in lay terms for us?
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Capt. FILOR —It is using all the resources on the bridge—that is particularly human resources. It is
proper interchange of information with the pilot, his plan for the voyage. It is an exchange of information
with the ship on how they see the pilotage should be conducted, bringing the two plans together so every!
knows at each stage of the passage what should be going on, what course should be steered, and turning
marks, and those sort of things.

What we are trying to do is prevent a single person failure accident—very much along the lines of t
airline industry, where we involve everybody in the cockpit, if you like, in the passage of the ship. What he
happened traditionally, and what is one of the major problems, particularly in port pilotage, is that the pilot
climbs on board a ship he does not know, everybody says, ‘Oh good, the pilot is on board,” and turns off :
leaves it entirely to the pilot. The pilot makes perhaps a relatively minor slip and, given the parameters of
port, and speeds, that is all it needs to make an accident.

It is really overcoming those problems, getting everybody involved and making people realise—and
particularly masters—that they are actually responsible for their ships, which are worth millions and million
of dollars.

Mr PETER MORRIS —Can | just move then to you, Captain Mathias. The New South Wales cabint
office submission is yours, is it?

Capt. MATHIAS —That is correct.

Mr PETER MORRIS —He is asking that there should be a requirement for all foreign registered
vessels to come under the jurisdiction of AMSA when operating in Australian ports, regardless of their
voyage—you can have a foreign ship on an intrastate voyage. You are asking—and I think it is a very
important question of jurisdiction for the committee report—that that should be brought under federal
administrative authority. Can you elaborate upon that—why you are asking this?

Capt. MATHIAS —As we know, the AMSA act does not apply when a vessel is on an intrastate
voyage—that is, a voyage between ports in the same state—unless the vessel actually declares itself to b
under the act. Most of the better managed vessels do that, but a lot of the others do not.

At this point in time, and | think it will be thus in the future, the only people with the expertise to
actually carry out an effective port state control on any foreign vessel would be AMSA. The state bodies, :
opposed to AMSA, being the Commonwealth, do not have that expertise, and | do not believe that they
would be desirous of even acquiring that ability to carry out port state control. You have got bit of a lacunz
there, or a bit of a gap in the legislation, where a foreign flag vessel would not come under any quasi stat
control.

Mr PETER MORRIS —Which ports are you referring to? Between where and where?
Capt. MATHIAS —Between any ports in a particular state.

Mr PETER MORRIS —What, Kembla, Newcastle, Sydney?
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Capt. MATHIAS —If there were vessels which were operating between, say, Newcastle and Sydne:
or Newcastle and Port Kembla.

CHAIR —Gladstone to Weipa?

Capt. MATHIAS —That would be included. They would not come under any port state regime. |
think that has got be closed, because currently you are leaving it up to a shipowner to say, ‘Il want the act
apply.” We do not want them to elect; we want to say, ‘They are our waters, that is our property, we will
come in and inspect you.’

CHAIR —There are two aspects to that, Mr Quirk. The first one is the intrastate travel, and the othe
one is the foreign vessels that are operating on the coastal service. What is the state of play there?

Mr QUIRK —Just by way of background, under the Commonwealth Navigation Act, in the offshore
constitutional settlement, AMSA has responsibility for foreign vessels engaged on interstate voyages.
However, it is possible for foreign vessels to engage in intrastate voyages on a regular basis. Examples w
be Weipa to Gladstone on the bauxite trade, and also in the petroleum trade from Fremantle to the north-\
ports. A strict interpretation of the Navigation Act would mean that AMSA has no jurisdiction on foreign
vessels, whatever size, engaged on intrastate trade. Also, they do not fall under the single voyage permit
requirements either, they fall under a state responsibility.

We work very closely with the state administrations when that happens to ensure that our expertise
available to the states. We are pursuing a proposal through the ATC, the Australian Transport Council, thz
the jurisdiction be changed to enable AMSA to have jurisdiction on all foreign vessels in Australia. On the
other side of the coin, AMSA would relinquish responsibilities for small commercial Australian vessels
operating between the states. For example, it is really a bureaucratic problem for them to go from a
Queensland jurisdiction to a Commonwealth jurisdiction and then go to a New South Wales jurisdiction on
simple voyage from Brisbane to Sydney.

For vessels operating intrastate, and an example | would use would be Queensland Alumina in
Gladstone—

Mr PETER MORRIS —This is being advanced by New South Wales.

Mr QUIRK —Yes, but the example | would use is a Queensland example. | think it is a good
example to use. Sometimes one of the major four bauxite ships is off the run for dry docking but a need
arises for more bauxite in Gladstone. QAL then charters a foreign flag, a panamax size bulk carrier, to fill
that gap. The opportunity is open for that vessel to be declared under the Navigation Act under section 84

There are difficulties with that declaration because it brings into play other aspects of federal maritil
jurisdiction, including single voyage permits and coverage under the Sea Care Authority. Therefore, some
operators are reluctant to make that declaration, which means that those voyages are under state jurisdict
We have a very close relationship with Queensland Transport on these matters and our surveyors accomj
their state surveyors inspecting that vessel to ensure that safety standards are not compromised. But unds
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current arrangements there are some unsatisfactory issues and we are trying to pursue them through a pc
solution.

CHAIR —Should the committee be making a recommendation on this in its report?

Mr QUIRK —Far be it from me to recommend that but it is an issue which | believe, in terms of an
efficient transport chain, there is an unforeseen gap in the regulatory framework at the moment.

CHAIR —That is the point | was coming to.

Mr COOMBS —Could | make a comment about where we were just a little while ago before the
point is lost. Going back to what Mr Chambers said, which came over into this section, it is a question of
just focusing on open registers. | would agree that there are any number of nationally manned vessels in
deplorable condition around the world, under national flags. | would suggest to you that that is purely and
simply as a result of the competitive advantage that flag of convenience shipping has. We got the answer
this problem in the very first comments that were made today about the pricing structure of the movement
cargo and the fact that the competitive nature of the business is such that the flag of convenience substar
shipping is in there with one hell of an advantage over properly manned, safe, properly maintained ships.

It does not matter whether it is open register o