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Dear Marie,

Re: Third line forcing notification N9617, lodged by Port Hedland Port Authority

We are responding to the above notification and your request for SVITZER's views with regard to the
following two questions:

whether Port Hedland Port Authority can support more than one harbour towage operator and
the effect of the Port Authority having statutory protection to require the use of a single harbour
towage operator on the price and/or quality of service offered.
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SVITZER is pleased to address the specific questions above and in addition will, provide a general
overview of the other points SVITZER believes are relevant to Port Hed!and and competition within the
towage industry in particular.

In the first instance SVITZER would, however, like to make the point that in its opinion the Notification
from PHPA appears to be in effect an application for an exclusive licence. This is evidenced by the
contradictory nature of clause 26.10 verses 27.7 where BHP will not invest unless a 25 year licence is
granted, although the PHPA reserves the right at a future date to accept (and grant) additional towage
licences which may potentially compromise this investment decision.
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We therefore query the stated intent of PHPA under point 7 on Form G of the PHPA submission, where it
is states that "The PHPA is proposing to undertake a study on the feasibility of an additional towage
provider at the Port" and ask whether or not it would be in the interest of all stakeholders that this study is
completed prior to any decision being made on the benefits or otherwise of exclusive dealing?

Sydney, 17 October 2012

SVITZER believes that to enable a balanced decision to be made and ensure transparency, this study
should be conducted before this Notification application is allowed to stand.

To address the questions specific to the notification:

I . Whether Port Hedland Port Authority can support more than one harbour towage operator.

It is SVITZER's opinion that the current level of shipping activity (along with the projected growth) within
Port Hedland is more than able to support more than one towage operator. In the PHPA's submission to
the ACCC, it states in Clause 31.34 "The Productivity Commission, in its Inquiry Report Number 24
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entitled Economic Regulation of Harbour Towage and Related Services, dated 20 August 2004, cites that
the point at which it is likely to become economical Iy efficient for a port to support more than one supplier
of towage services is at 8,000 towage jobs per year. There are currently about 4,000 shipping movements
in and out of the Port each year. This is well below the level cited by the Productivity Commission. "

It is an accepted industry measurement standard, that each tug allocated to a vessel during a ship
movement is counted as one tug job.

SVITZER understands BHP, as the largest user of Port Hedland (71% - Clause 31.2.2), currently utilizes
'large bulk-commodity cargo ships' (Clause 26.25) with each vessel utilizing a number of tugs upon arrival
and a number of tugs for departure. As one berthing or one departure would be construed as a 'shipping
movement', and utilizing the industry definition of a tug job, the 4,000 shipping movements as quoted by
the PHPA would, in our estimation, equate to approximately 10,000 tug jobs per annum, i. e. more than 2.5
tug jobs per shipping movement. Therefore, even if the 8,000 towage jobs per annum is accepted as the
correct benchmark as stated by PHPA, then the current activity within the port (based on BHP movements
alone) exceeds this figure and as a result, it can be argued that a second towage operator could be
supported. This point is further supported by the "exponential" growth expected by PHPA through the term
of the applied for licence period.

The effect of the Port Authority having statutory protection to require the use of a single harbour
towage operator on the price and/or quality of service offered.

SVITZER notes the PHPA comments in Clause 30.1. I (b) that 'the additional firm would riot be able to
service the prevailing level of demand at a lower (average) cost than the current towage service provider'
and query how the PHPA came to this conclusion. The average cost of services completed is a straight
forward formula equal to the total cost divided by the number of tug jobs completed. For a new entrant to
the port, this average cost component could be lower if the utilisation of the standard tug design the port
requires is higher than the incumbent operator. This is feasible and very possible to achieve in a growing
port. In our opinion, it is the beneficiaries of the service provision that should have the ability to negotiate
pricing levels through a choice of a service provider, and therefore not be restricted by a third party
making that decision for them (particularly in light of our response to question I of this correspondence).

SVITZER also notes the PHPA comment in 162.2, that the current notification is required to ensure the
'safe and efficient operation of the Port'. We find this statement misleading, and believe that robust
policies and procedures, safe operating standards and a tried and tested Safety Management System are
more important to safe and efficient operations than purely by allocating 'exclusive access' to the one
provider.

SVITZER also notes the PHPA statement in Clause 31.2. I (a) that 'the PHPA will require it (new operator)
to purchase at least eight Rotor Tugs to service the current level of demand and to maintain acceptable
waiting times'. We however query why the eight rotor tugs are required immediately by a new entrant,
when BHP by current indications, are introducing the twenty two Rotor Tugs to upgrade their existing ten
AsD tugs over a projected period of time in response (we assume) to the findings of the 2009 report. Is it
riot reasonable therefore to expect any new entrant to be granted the same latitude, particularly as the
standard Rotor Tug design could be procured for a similar price and delivery date profile by any potential
towage operator.
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Finally in Clause 27.31 of Form G, it is stated that 'BHP's motivation for providing towage services at the
port is risk management for their own entities'. We question therefore why the potential entry of a second
service provider would not offer the potential to improve operational efficiencies for other customers of the
port, thereby potentially providing a boost to the overall port efficiency and throughput whilst honouring the
stated position and intent of BHP.

3. General comment

SVITZER is of the opinion that the required levels of safety and operational performance can still be
achieved via multiple providers operating under non-exclusive licences. The employment of trained and
competent tug crews in our view is as Of not more) important than the tug design itself. The operating
parameters to deliver this outcome should be part of any tender process and licence award. The
implementation of clear and measureble safety and operational performance KPl's, via either an exclusive
licence, non-exclusive licence or service level agreement can achieve the results the PHPA rightly
demands. This requirement is in place at many other ports in Australia already with similar marine and
navigation al restraints and therefore is not a situation unique to Port Hedland.

For the Commission's information, the below is a brief outline of SVITZER Australia Pty Ltd.

SVITZER Australia Pty Ltd (SVITZER) is a wholly owned subsidiary of SVITZER NS whose principal
activity is the provision of marine services involving tug boats of varying types and sizes, both within and
outside the boundaries of port limits.

SVITZER operates approximately 150 vessels (of which over half are tugs) out of 36 ports in Australia. It
employs approximately I, 000 employees engaged in classifications ranging from Master to Deckhand on
board its vessels, and I 10 people in shore based activities.

For more information about SVITZER please see htt ://WWW. svitzer coin/

If required, SVITZER would be prepared to make further representation in person, or be available for any
clarification that the Commission may re uire.

Yours faithfully,

Mark Malone

Managing Director
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