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General Manager 

Maritime Safety & Environmental Strategy

Australian Maritime Safety Authority

GPO Box 2181

CANBERRA     ACT    2601

Dear



Enclosed herewith please find a paper concerning the problems facing Coral Princess Cruises.

We now find that when we had the opportunity to discuss the issues previously we were unaware of the full impact of the changes coming down the line.  Thus issues that are now seen as very central to our operations were not canvassed.  

Unfortunately as it stands it seems that, unless the whole approach is modified the crew of Coral Princess Cruises with all the experience and destination knowledge will not be able run the vessels.

Accordingly, all things considered, we honestly feel that the way to go is for -Australia to use the flexibilty it has in the international fora (IMO) in relation to the near coastal zone to exclude the operation of Boutique Cruise vessels (defined) from the Navigation Act.  Such an approach would remove the major impediments to this coastal trade, while not in any way subverting Australia's overall position in relation to its international commitments.

When one considers issues like the power threshold considerations for vessels it becomes immediately obvious that vessels with 500 kw propulsion systems just don't belong in this arena.  Trying to have them fit will only run the risk of compromising the system which is relevant for the true international vessels.

In relation to crew insurance we are also preparing a paper for Seacare which seeks to have them acknowledge the impossibility of the present situation and to agree that should other Agencies agree with an approach to exempt Boutique Cruise vessels from the Navigation Act, they would not oppose such a course of action.   I will forward you a copy of this paper for your information as soon as it is available. 

Yours sincerely,

Keith J. Nielson

Consultant

SUBMISSION TO AUSTRALIAN MARITIME SAFETY AUTHORITY

BY

CORAL PRINCESS CRUISES (NQ) PTY LTD

ON

PROBLEMS FACING THE BOUTIQUE CRUISE SECTOR

INTRODUCTION

The purpose of this submission is to high-light to AMSA the problems facing the Boutique Cruise sector of the industry which trades inter-State with vessels over 500 tons.

PROBLEMS

There are three problem areas facing this sector.  These are:-

· STCW 95

· Uncertainty

· Insurance

STCW 95

Long Term Implications
This Company has operated Boutique Cruises along the Queensland coast for over twelve years.  The vessels were constructed specifically to be under 35 metres in length, as this was the parameter that governed their operations in terms of crewing requirements.  Had the vessels been any longer the crewing requirements would have been such as to render the operations uneconomic.  There was no limitation of any kind applied to the tonnage.

These vessels were operated by a Master Class 4 and they were entitled to operate the vessel within 200 n.m. of the coast.  In fact Coral Princess Cruises has operated safely and satisfactorily in the near coastal waters throughout its existence.   Under the requirements attendant to STCW 95, a Master Class 4, even with the STC qualification, cannot operate vessels over 500 tons.  This means that even if the existing Coral Princess Masters gained their STCW 95 Endorsement they would still not be able to operate the vessels.

There is a similar problem with the vessel engineers.  Previously the Company could operate with a MED 1.  Under the new provisions, even if the engineers obtain the appropriate qualification one finds that MED 1 engineers cannot operate as Chief Engineers on vessels with up to 3000 kw propulsion over 15 n.m. from the coast.  Given that the Coral Princess vessels are powered around 500kw it does show that the threshold definition of 3000 kw is obviously quite irrelevant to Boutique Cruising.  Further, to gain an STCW 95 Endorsement for the limited MED 1 role the MED 1 has to have had 39 months approved sea-going experience on ships over 750 kw propulsion power and this effectively would rule out Coral Princess experienced staff.

Effectively what has happened is that while Coral Princess Cruises continues to operate the same vessels, undertaking the same activities the whole operating environment has been changed by an administrative decision which serves to severely disadvantage the Company.  Suddenly gross tonnage becomes the criterion and vessel length, the critical parameter when the vessels were constructed, is no longer relevant.  The crew that has been demonstrably able to operate the vessel for years is suddenly regarded as not qualified.  The Company would be forced to hire vastly more qualified crew at a vastly more expensive wage bill just to do what it has always safely done, and this new crew would have no local knowledge or experience with the vessel.  This is virtually a re-run of the scenario that forced the vessels to be constructed under 35 metres to be able to be economically viable in the first place.

Short Term Implications - Uncertainty

While the long-term outlook is depressing and needs to be addressed, a very serious problem has emerged in the short term.  This relates to the retention of the Company's experienced staff.  The Company has encouraged the crew to lodge their applications for STCW 95 Endorsement as this was seen as a constructive step in trying to progress action on the long-term problem created.  What has happened is that the crew has now read and digested the STCW 95 requirements and realise that apparently their future employment with Coral Princess Cruises is most uncertain.  Already there have been discussions with highly regarded staff who have indicated that they were looking for other employment.  

Through no fault of its own the Company now faces the prospect of seeing its well trained, efficient and loyal Masters, Mates and Engineers leaving the Company in an endeavour to try to safeguard their future - and this is before the STCW 95 even comes into force.  Coral Princess has always striven to attract and retain top quality crew.  It takes time to fully instill the Company ethos into staff and to have the situation where core members of the Company believe that they have to leave to safeguard their future has a tremendously damaging impact on Company morale.  This damage to morale will ultimately be reflected into the service that the Company offers its clients, to the detriment of the Company.

 INSURANCE

Because Coral Princess Cruises operates inter-State its operations come under the Navigation Act.  This means that crew on these voyages must be covered by the Seafarers Rehabilitation and Compensation Act 1992.  When these cruises commenced there were two companies offering the appropriate insurance.  Initially the premiums were around 9 / 10 per cent of the wage bill with an excess of $5,000 per claim.  This rate compares very unfavourably with the rate which cover the same vessels doing the same operation along the Queensland coast which is around 2 per cent of the wage bill, nominal, with actual payment being 0.7 per cent.

Presently there is only one company offering the required insurance and the while the rate has been maintained at around 10 / 11 per cent there is now an excess of $50,000 per claim.  Further there has been an indication from the broker that the rate may go to 15 per cent next year.   It is relevant that there have been no claims on the insurance so there can be no suggestion of a "bad risk" loading.

Clearly this level of cost is commercially unsustainable and effectively means that Coral Princess Cruises puts its whole Company at risk in undertaking the inter-State cruises.

SUMMARY OF THE SITUATION
Coral Princess Cruises operates the same vessels using the same crew doing the same things whether the cruise is along the Queensland coast or inter-State.  The vessels remain in near coastal waters and there is strong emphasis on interpretation and minimum impacts on the environment.

Because the vessels are catamarans their measured gross tonnage is far higher than would be the case for a mono-hull vessel.  This puts them over the newly created criterion of 500 tons.  While nothing else has changed suddenly the Company is called upon to meet requirements that threaten its commercial viability.  The Company is the sole Boutique Cruise Operator in Australia that operates inter-State.

The appropriateness of the application of international cruise standards to near coastal cruising must be questioned.   The threshold definition for power rating is a nonsense when viewed against Boutique Cruise vessels.

PREVIOUS DISCUSSIONS WITH AMSA

Coral Princess Cruises acknowledges the constructive discussions that it has 

already had with AMSA concerning its problems.  It is relevant that those discussions took place before the Company fully appreciated the STCW 95 requirements.

AMSA has indicated a willingness to deal with crew applications for STCW 95 Endorsement on a case by case basis and to take into account previous service.  That accepted, the Company is left with the residual problems that some of the crew would not qualify unless they were given additional time and even then would not be able to operate the vessels.  Some, particularly the engineers will never be able to meet the requirements, given the propulsion systems in the Coral Princess vessels.

There is the further problem that from time to time Coral Princess may have to hire a stand-in crew member at short notice, due to illness of the rostered staff.  If this was to happen after AMSA's close of business on Friday afternoon and involved a departure before or early on Monday, Coral Princess would have no way of having formal acceptance of the new crew member.  This would affect the Company's insurance cover.

It seems that with the best will in the world it is impossible to see how the Company can operate and fulfill the legislative requirements.

That Coral Princess has and does operate safely and professionally cannot be contested.  The need for it to have higher certificated crew manning its vessels may be optically attractive but in operational terms is not required, and in commercial economic terms is not sustainable.  It is important to note that replacement suitably certificated crew are not readily available, and probably won't be for about another 5 years. 

Further, if the Company was to hire crew with the required certificates, assuming they were available, it would be a remote possibility that they would have the in-depth knowledge of the areas visited that the crew they are replacing possesses.  This would mean that the Company's product was being degraded while its operating costs escalated.

THE WAY FORWARD
Given that the problem being addressed concerns the sole Australian operator and that the nature of its operations fall well and truly outside anything equating international cruising, one has to ask why does the system seek to damage this operation.  It is a lamentable fact that the size of the Australian fleet has steadily reduced and this has been because owners/operators found it all too difficult.

The solution to the problem would be to exclude Boutique Cruise vessel operations from the Navigation Act, while applying specific conditions on them and their operations.  If the vessels are not operated under the Navigation Act the problems of the prohibitive cost of insurance disappears as competitive rates could be negotiated under the State/Territory schemes.  The vessels can be restricted to the near coastal waters.

The argument could be advanced that such an approach could lead to the growth of further entrants into the inter-State Boutique Cruise sector.  It must be said that this is not highly likely.  To be able to mount an itinerary like that of the Kimberleys, the operator concerned has to have an established cruising business. This is to provide both a base from which to operate and to have a capacity to be able to use the vessel for the 5 to 6 months it would not be involved in the inter-State run.

That said, if a Boutique Cruise vessel was defined as :  

· An Australian owned/operated vessel.

· The vessel would be up to 70 metres in length and carry up to 100 people including crew. (This would correspond to the definition already in use by the Great Barrier Reef Marine Park Authority).

· The vessel would be under AMSA survey, or CLASS when AMSA vacates the survey field.

· The required qualifications of the crew of the vessel would be agreed in advance with AMSA.

· The vessel would operate only in near coastal waters.

· The crew was covered by insurance acceptable to Seacare

there would be adequate control over any new entrants to ensure the professional operation of the sector.

It should be noted that such an approach would not be a mechanism for protecting the Australian industry from international competition.  As it stands now the competition to the inter-State Boutique Cruise operation comes from international operators.  This opposition comes in the form of Expedition Vessels which are 70 - 100 metres in length and carry up to 100 passengers.  These vessels operate practically without limitations.  There can be no way of knowing the quality of the certificates of their crews nor can it be substantiated that their crews are paid Australian rates of pay.  




31 July 2001

Mr. Rod Pickette

Manager Seacare Authority Secretariat

GPO  Box 9879

CANBERRA    ACT    2601

Dear Mr. Pickette,



         Enclosed herewith please find a Request for Exemption from the Application of the Seafarers Rehabilitation and Compensation Act 1992.

Please note that because of the nature of our submission we are unable to answer question 6 in detail.  We would expect to negotiate suitable arrangements with the State / Territory systems, which would be submitted to Seacare for approval.

We would be prepared to participate in any discussions that may be helpful to the Board in its deliberations on this matter.

Yours sincerely,

Keith J. Nielson

Consultant  

ATTACHMENT I

Request for Exemption from the Application of the 

Seafarers Rehabilitation and Compensation Act 1992

Seacare Form 08

1. Please provide the details or the person making this application

Name:   Keith J. Nielson

Company:  Rathbone Pty Limited

Position in Company:   Managing Director

Postal Address:  PO Box 7182  Canberra Mail Centre  ACT   2610

Telephone:  02 62995631                    Facsimile:  02 62995632

Email :  nielson@webone.com.au


2
Please provide details of the employer of the employees for whom this application is made

Trading Name:  Coral Princess Cruises (NQ) Pty Ltd

Company Name:  CPC Services (NQ) Pty Ltd

ABN:  63 581 267 194

Contact Officer: Mr. A.H. Briggs  Managing Director

Postal Address:Breakwater Terminal, Sir Leslie Theiss Drive, TOWNSVILLE  QLD 4810


Telephone:                  07  47211673                 Facsimile :  07   47211335
 


Email:  cruisecp@coralprincess.com.au

3.
Is there any other employer associated with the ship and voyage(s) in respect of which this exemption is sought?

             No. Go to question 4      NO



Yes- Details as listed at question 2. 5 & 6

4.
Please provide details of the ship and voyage(s) in respect of which this exemption is sought

Name of Ship:  Coral Princess

Purpose of voyage: Tourism

Start Date: March 2002 

Departing from: Cairns  

End Date:  September 2002
Arriving at: Darwin, then Darwin-Broome -Darwin on repeated cruises and finally returning to Cairns

Other relevant detail such as other ports expected to he visited: See Attached Submission

5.
Please Indicate the number of employees subject to the proposed exemption by place o( residence. (If multiple employers, this information is to be provided by each employer),

State of Residency  
NSW  VIC   WA   QLD    SA   TAS   NT   Outside Australia

Number of emplovees


        12

6 Please attach written evidence of the workers’ compensation policy which will cover the ahove employees in the event that the Authority grants your request. This is to be provided for each employer involved.

Signature:






Date:

Note:The Seafarers, Safety, Rehabilitation andCompensation Authority is empowered to grant exemptions from Seafarers Rehabilitation and Compensation Act under section 20A of that Act.  A decision made under s 20 A is reviewable under the Administrative Decisions (Judical Review) Act 1977.                               Seacare Form  08

SUBMISSION TO SEACARE AUTHORITY

BY

CORAL PRINCESS CRUISES (NQ) PTY LTD

INTRODUCTION

The purpose of this submission is to acquaint the Seacare Authority with the problems facing this Company and to seek the Authority's assistance.

BACKGROUND INFORMATION ON THE COMPANY

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 where the tourist flows were.

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 Reef.

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.

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, an Australian built vessel, was purchased and modified to meet the company’s operational needs.

The Kimberley activity has developed from five trips between Darwin - Broome at the outset to around eighteen trips during the available season.  It is relevant that the operation in the Kimberley uses the same vessel, the same crew using the same product presentation techniques as is used in the operations in the Great Barrier Reef Marine Park - that is predominantly in near coastal waters, strong emphasis on interpretation, minimum impact on the environment.  This has guaranteed the quality of the product and has accounted for its acceptance in the market.

Because Coral Princess Cruises has created and developed Boutique Cruising in the Marine Park there has been strong interest from its existing client base to also take bookings on the Kimberley cruise.  In this regard it should be noted that Coral Princess Cruises is the sole Australian operator running inter-State Boutique Cruises.  This situation is unlikely to change, given the need to have an established year-round cruising base from which to be able to launch the seven month itinerary in the Kimberleys.  The opposition in the Kimberleys comes from international Expedition vessels, usually around 70 - 100 metres in length which operate virtually without restrictions in our coastal waters.  They don't have the insurance imposts that are imposed on Australian operations, the quality of the crews' certificates is unknown and any suggestion that their crews are paid Australian rates of pay is highly doubtful.

PROBLEM FACING THE COMPANY

Because Coral Princess operates inter-State it operates under the Navigation Act.  As a result of this it is involved in having insurance as determined by Seacare.  Theoretically this should not pose a problem: in practice unfortunately this is far from the case.

When Coral Princess started its operations in the Kimberleys there were two companies offering insurance and this was set at 9 - 10 per cent of the wages bill, coupled with a per claim excess of some $5,000.  Needless to say this is very expensive, particularly when one takes into account that it is being applied to a 35 metre vessel carrying around 45 passengers.

While the Company had to accept this charge, it is fair to say that it did come as a surprise given that the operation in Queensland is fully covered for around 2 per cent of the wage bill nominal, with the actual cost being around 0.7per cent.

But worse was to come.  There is now only one company offering the required cover and the rate is now around 11 per cent but coupled with this is an excess per claim of $50,000, and there has been an indication from the broker that the rate may go to 15 per  cent next year.  It should be noted that Coral Princess has never lodged a claim under this insurance so there can be no grounds for a "bad risk" loading.   

In real terms the impost of this insurance is such as to be commercially unsustainable.  The end result of all this is really to force Coral Princess to put its whole Company at risk in undertaking the Kimberley activity.  Obviously Seacare cannot intervene in what the insurance company would argue was their commercial judgement in setting rates.

HOW CAN THE PROBLEM BE REDRESSED
 It would seem that the only avenue open would be to have the Coral Princess operation excluded from the Navigation Act.  If this was done then the problem of usurer rates of insurance would disappear as it would be possible to negotiate the coverage under the existing State / Territory systems.

Is there a precedent for exclusion of vessels from operating under the Navigation Act?  Indeed there is.  Fishing vessels, fishing fleet support vessels, pleasure craft, inland waterway vessels and offshore support vessels are excluded.  

Given that the Seacare system cannot provide commercially realistic insurance, and that the inter-State Boutique Cruise industry consists of one Company with impeccable credentials there would seem to be excellent grounds for its exclusion.  Importantly in making such an exclusion, conditions could be set such as, for example, that the vessels be under AMSA survey (or CLASS when AMSA vacates the survey field), the vessels operate only in near coastal waters and that agreed and adequate insurance is arranged through appropriate State / Territory Workers Compensation arrangements to Seacare's satisfaction.

WHAT IS REQUIRED OF SEACARE AUTHORITY

In light of the foregoing it is requested that the Seacare Authority :-

(a)   acknowledge the impossibility of the present situation

(b)
 agree that, should other Agencies adopt an approach along the lines of  the above proposal to exempt Boutique Cruise vessels from the Navigation Act, they would not oppose such a course of action. 
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