Submission no ??

21 May 2001

Maritime Legislation Amendment Bill 2000

2
2

SUBMISSION 

TO

SENATE RURAL AND REGIONAL AFFAIRS AND TRANSPORT

LEGISLATION COMMITTEE

BY

CORAL PRINCESS CRUISES PTY LTD

PURPOSE OF SUBMISSION

The purpose of this submission is to draw attention to the inequity of treatment accorded the domestic Boutique Cruise industry in relation to inter-State voyages and to seek to have relief granted.

BACKGROUND - CORAL PRINCESS CRUISES

This company has been operating in the Great Barrier Reef Marine Park since 1983 when it commenced operations in the Whitsunday Area.  It has built its success on providing professional service to its clients, and indeed to this day sizable business is written on the verbal commendations of satisfied customers to their friends.

The company operated in the Whitsundays for about a year after which time it moved north to Townsville / Cairns where the tourist flows were at that time.

The development of the operation has been on the basis of slow and steady expansion.  The first step was the re-equipping with Coral Princess, an Australian designed and built vessel that was purpose built for the company’s operations.  Using this vessel the company built further on its reputation as a highly professional  tourism operator which focussed very heavily on the presentation and interpretation of the Great Barrier Reef.

It should be noted that in building the Coral Princess the company was constrained in its design to ensure that the vessel did not exceed 35 metres in length.  To have done so would have meant that the manning requirements for the vessel would have been such as to render it not commercially viable.   At the same time there was no restriction on tonnage.

In this period the company won the Queensland Tourism Award, the Queensland Small Business Award and the Australian Tourism Award for the quality of its product and its management.  It also won the North Queensland Small Business Award, the Queensland Business Award "Small Business of the Year" and was highly commended in the Australian Small Business Award.

As well as running scheduled departures, the company continued in the field of charter operations.  The company business plan foresaw the need for a second vessel as this would provide more departures per week from Townsville and Cairns, and fulfill the longer-term plan to offer the possibility of trip north of Cairns. The problem facing the company was that the business attracted had not yet developed to a stage where the operation of a second vessel was commercially possible.  It was a difficult time as the company was in the position of having too much work for one vessel but not enough for two and this in turn meant turning customers away, after having obviously run highly successful promotion campaigns in the overseas and domestic markets.

The company looked for opportunities to increase the demand so as to make the purchase of a second vessel an economic reality.  This came through the development of part of the year activities in the Kimberley region of Western Australia, initially on the basis of a charter operation.  The second vessel, Coral Princess II, again just under 35 metres in length, was purchased and modified to meet the company’s operational needs.

The business in the Kimberleys has grown from 2 months per year with 6 trips between Darwin and Broome to 7 months of the year with 18 departures.  The end points are passenger pick-up / set down and vessel replenishment sites.  The travel from Darwin across Cambridge gulf, across the Northern Territory / Western Australian border, is pure transit.  In the remainder of the trip there is a very strong accent on interpretation.  To facilitate this the company employs local experts and lecturers including Conservation and Land Management personnel and local indigenous guides.

The company continues to develop its operations in Queensland and is presently in negotiations with the Great Barrier Reef Marine Park Authority in relation to extending the present cruises to include a north-bound operation to Lizard Island.  The Great Barrier Reef Marine Park Authority definition of a Boutique Cruise vessel is one that is up to 70 metres in length and carries up to 100 people including crew.

PROBLEMS CREATED BY THE BILL

The focus of the Bill is about vessels being over or under 500 gross tonnage.  For Coral Princess and Coral Princess II in their build the only parameter that had to be watched was that the length did not exceed 35 metres.  Indeed one could query the relevance of 500 gross tonnage (GT) to passenger vessels.  This figure is derived directly from measurement of the vessel and was used as a mechanism for establishing charges for the use of major canals.  

It should be noted that a passenger vessel will have a higher GT than a similar sized trading vessel and further as both the Coral Princess Vessels are catamarans they will have again a higher GT figure.  To demonstrate the point, one has to look at the Explanatory Memorandum to the Bill where one sees under Item 3 that a ship of at least 35 metres length is taken to be equivalent to a ship of at least 500 Gross Tonnage.  In fact the GT of Coral Princess is 730 and for Coral Princess II it is 884.

The impact of this change of relevant parameter from length (being under 35 metres) to that of being over 500 GT results in the Coral Princess vessels, if they travel inter-State, now being equated with full ocean going liners under the legislation.   It is worthy of note that the only other Australian managed and operated vessel carrying passengers across State boundaries is the Spirit of Tasmania.

Being caught up in the legislation means that although the Coral Princess vessels operate in near coastal waters (less than 200 miles) the vessels have to carry higher qualified crew than has been considered necessary previously and the company has to be involved in insurance under the Seafarers Rehabilitation and Compensation Act.    

It should be noted that Coral Princess Cruises operates under an Enterprise Agreement and is covered by Workcover.  Under Workcover the cost of insurance for the period in the Kimberleys would be of the order of 0.7 per cent of wages which would be $2,278, assuming the wage bill for the period to be $300,000.  By comparison, when it comes to Seafarers there is only one broker offering coverage and this is at 10 per cent of  wages, that is $30,000 and added to this the company must carry an excess of $50,000 per claim

.

Coral Princess Cruises is a recognised as a highly professional Boutique Cruise operator.  That said, there is no way a 35 metre vessel carrying 48 -50 passengers, as is does on the Kimberley run, can realistically be expected to service such insurance charges.

EQUITY IN TREATMENT CONSIDERATIONS

Under the presently proposed legislation it is not proposed to change the current arrangements for Australian fishing vessels, fishing fleet support vessels, pleasure craft or inland waterway vessels and offshore support vessels.  Ignoring inland waterway vessels and pleasure craft, it is quite clear that some quite large vessels venturing into inter-State waters are being excluded obviously on the basis of their historical operations and possibly of the perceived importance of their industry.

Added to this foreign flagged, foreign crewed cruise ships of over 5,000 tonnes, carrying 100 passengers and cruising at 15 knots are allowed open access to Australia.  Smaller foreign flagged and crewed vessels need to obtain approval, but this is readily forthcoming - practically all that has to be shown is that there is not a locally owned vessel departing on the day they wish to sail.  These vessels directly compete with the domestic industry, yet they are not saddled with burdens placed on the domestic industry.  There is virtually no way of knowing the quality of the certificates held by their crews.  Further any requirement that the crew be paid Australian wage rates is patently unenforceable.

These foreign flagged vessels clearly do not pay Australian taxes.  They will purchase from Australian sources only those items that they cannot avoid.  Although they do pick-up and set down passengers in Australia, the bulk of their passengers are effectively in transit,.  This compares highly unfavourably with enterprises such as Coral Princess Cruises who employ Australians, pay Australian taxes, source all requirements locally.  Further the overall company average is that 80 -85 per cent of their passengers are from overseas and a very high percentage of these do undertake further tourist activities either before or after their cruise.

Clearly the local operator is being discriminated against in terms of opportunity under this legislation.  Australia has a long and diverse coastline, yet as stated earlier there is virtually no fleet servicing it.  Why is this so?  Simply because it has all been made too difficult for the locals to compete.  This legislation is just one further example of practically making it impossible.

RESOLUTION OF THE PROBLEM

If there is a political will to avoid the severe damage to the Boutique Cruise sector through the incidental imposition of back-breaking charges, then there is an existing avenue that could be used.

In the proposed amendments there is a provision in the new section 8AC of the Navigation Act 1912 (quoting from the Explanatory Memorandum)

"…includes an option for an owner of a trading ship of more than 500 Gross Tonnage to apply for a declaration that the Act does not apply to the ship, and for the Australian Maritime Safety Authority to make such a declaration, subject to conditions and consistent with prescribed guidelines."

It is recognised that this provision was probably included to cover the exclusion of vessels such as ferries.  That said, it does exist and therefore is a valid means of correcting what is seen as an inadvertent, but nonetheless very damaging action.

In making this declaration it is believed that the following conditions could be applied by AMSA :

· All vessels involved be put under AMSA survey.

· For consistency, an Australian Boutique Cruise vessel be defined as one that is up to 70 metres in length and carry up to 100 people including crew.

· Vessels operate only in near coastal waters, that is inside 200 nautical miles.

· AMSA to receive from the Seafarers Safety, Rehabilitation and Compensation Authority (the Seacare Authority) a notice in writing that such a declaration will not adversely impact on the operation of the Seafarers Rehabilitation and Compensation Act 1992, and that the Seacare Authority is satisfied that the trading ship and its crew will be appropriately covered by a relevant State or the Northern Territory workers' compensation scheme.

The above conditions will ensure that the vessels will be sea-worthy, that the crews are covered by appropriate insurance, that the area of operation is constrained to near coastal waters and that there will be no confusion as to the definition of the craft involved between Commonwealth Agencies.

RECOMMENDATION

It is recommended that the Committee decide that the Act should not apply to the Boutique Cruise Sector, that the exclusion provision be made the subject of an Australian Maritime Safety Authority declaration and make this recommendation in its Report. 
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