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Southern Ports Authority 

CHAIRMAN'S FOREWORD 

As a Government Trading Entity the Southern Ports Authority's (Southern Ports) primary role is to 
operate as a commercial enterprise to facilitate trade through the ports of Albany, Bunbury and 
Esperance and reports directly to the Minister for Transport. 

Southern Ports develops strategic projects and plans to achieve outcomes which enable trade to 
move through the ports in an efficient, sustainable and safe operation to the benefit of customers, 
the State and the regional communities in which Southern Ports operates. 

Southern Ports budget has been set to achieve a Rate of Return on the deprival value of assets of 
9.7 per cent. In addition a provision has been made for an efficiency dividend as required by the 
State Government, to be achieved through capital works savings and a three year levy. 

Key Performance Indicator's (KPI's) have been formulated so that each KPI measures the required 
outcomes of the Southern Ports, supporting the State Government's five high level goals. 

Directors and Management of Southern Ports are committed to supporting the continued economic 
expansion of the southern regions of Western Australia, in co-ordination with other Government 
agencies and private sector organisations. 

INTRODUCTION 

Part 5, Division 2 section 58 to section 66 of The Port Authorities Act (1999) (the Act) and its 
Amendments requires the Board of a port authority in each year to prepare and submit to the 
Minister for Transport for the Minister's agreement, a draft Statement of Corporate Intent (SCI) for 
the port authority and any subsidiary. The SCI also requires concurrence of the Treasurer before 
the SCI can be agreed. As at the date of approval by the Board of Southern Ports of this SCI, 
Southern Ports does not have any subsidiaries. 

This SCI was approved on 28 February 2018 by the Board of Southern Ports. 

Scope of the Business 
Subject to any direction given by the Minister, Southern Ports through the Act has exclusive control 
of the vested lands and waters of the ports of Albany, Bunbury and Esperance. Southern Ports has 
a duty to operate on commercial principles and has the powers to execute its functions under the 
Act, including the power to hold, dispose of and develop port land, carry out port works, provide 
port services, enter into business arrangements, issue licences and charge for its services. 

Mission Statement 
To provide efficient, safe, sustainable and commercial trade facilitation through the southern Ports 
for the benefit of our employees, regional communities, customers and Government. 

Vision 
To be recognised as safe, efficient and innovative Ports. 

Our Values 
Accountability: 
• We take care of each others safety and safety takes uncompromised priority when we work. 
• We value our customers business and we provide timely and responsive service. 
• We take personal responsibility for our commitments and have the courage to admit to and 

own our mistakes. 
• We make informed decisions and are accountable for outcomes. 

Teamwork: 
• We provide support to one another, work co-operatively, communicate openly, listen to and 
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respect one another's views, and make our work environment fun and enjoyable. 
We treat our team members, customers, communities and suppliers with mutual respect 
and sensitivity, recognising the importance of diversity. 

• We respect all individuals and value their contributions and own the decision of the team. 

Future Focus: 
• We know that meaningful, productive change and solving problems only comes from open 

communication and by looking at challenges and opportunities from new angles. 
• We understand that we are custodians of our Ports and our initiatives will leave a lasting 

legacy for our communities and customers. 
• We simplify and improve our processes continuously. 

Integrity: 
We act with honesty and integrity, not compromising the truth. 

• We facilitate open communication, provide transparency and act equitably. 
• We adhere to our values and procedures and seek clarification when we are unsure. 

Services and Facilities 
Southern Ports provides and manages a variety of facilities and services within the vested waters and 
lands at the Ports of Albany, Bunbury and Esperance. 

To ensure that Southern Ports objectives are met, a number of Service Delivery Objectives are in 
place: 

Monitor, maintain and operated existing assets; 
Ensure safe and secure operation; 
Minimise harm to the environment; 
Facilitate opportunities for private investment, and 
Deliver a dividend to the state 

In all three regional locations, Southern Ports directly provides services in pilotage, ship scheduling, 
berthing allocations, port communications, emergency response, hazardous cargo services, the issue 
of Maritime Security Identification Cards (MSIC), and quarantine and waste disposal services. 
Southern Ports owns and maintains common user areas and port infrastructure such as shipping 
channels, seawalls, navigational aids as well as roads, utility services, and public amenities within 
port areas. 

At the three ports, Southern Ports may licence private service providers or outsource delivery for 
services such as maintenance, construction, engineering, towage, stevedoring, mooring services, 
and security. In addition, at the Port of Esperance, Southern Ports provides in-house stevedoring, 
mooring services, and security services. 

At each location, Southern Ports facilitates private ownership, investment, maintenance and 
operations. 

The annual SCI evaluates strengths, weaknesses, opportunities and threats within the context of 
influencing factors which include changes in trade outlooks, customer demand, trade opportunities 
and legislation. 

STRATEGIC THEMES 

The four Strategic Themes aim at maximising Southern Ports performance despite the trade outlook. 
Each Theme has specific strategic objectives that will be delivered through strategic projects each 
year. In defining its Strategic Themes, Southern Ports has ensured they link to the Western 
Australia State Government goals. 

The Western Australian Government has five strategic goals. These broad, high-level Government 
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goals are supported at agency level by more specific desired outcomes. These outcomes 
contribute to the achievement of the high-level Government goals. 

The current Who le of Government goals are: 

1. State Building - Major Projects: Bui lding strategic infrastructure that will create jobs and 
underpin Western Australia's long-term economic development. 

2. Financial and Economic Responsibility: Responsibly managing the State's finances 
through the efficient and effective delivery of services, encourag ing economic activity and 
reducing regulatory burdens on the private sector. 

3. Outcomes Based Service Delivery: Greater focus on achieving results in key service 
delivery areas for the benefit of all Western Australians. 

4. Stronger Focus on the Regions: Greater focus on service delivery, infrastructu re 
investment and economic development to improve the overa ll quality of life in remote and 
reg ional areas. 

5. Social and Environmental Responsibility: Ensuring that economic activity is managed in 
a socially and environmentally responsible manner for the long-term benefit of the State. 

Southern Ports StrategiC Themes are aligned to the State Government goals. 

Right Processes 
Asset 

Financial 
Right People & Satisfied 

Management & 
Viability Stake holders Port 

Development 

State Building Major ./ 
Projects 

./ ./ 

Financial and Economic ./ ./ 
Responsibility 

Outcome Based Service ./ 
Delivery 

./ ./ 

Stronger Focus on 
Regions 

./ ./ ./ 

Social and Environmental ./ ./ ./ 
Responsibility 

TRADE OUTLOOK FY19 

Southern Ports has developed its trade forecast by relying on Port Users forecast and projections, 
as well as its own experience and insights into the market within wh ich Southern Ports operates. 

As per contract, on the 31 October 2017, Southern Ports received a formal forecast from its largest 
customer which exports iron ore via Esperance indicating on-going mining operation. 

On the 25 January 2018, Cleveland-Cliffs (owners of Cliffs Asia-Pacific Iron Ore - CAPIO) 
announced that it "has decided to accelerate the projected time frame for the planned closure of 
min ing operations in Australia, which will more than likely occur in 2018". At the time of finalising 
the SCI, CAPIO has not provided a formal revised forecast in line with 25 January 2018. As a 
resu lt, the SCI assumes the forma l contractua l forecast of the 31 October. As a result, the SCI 
assumes the formal contractual forecast of the 31 October 2017. The trade figures, key 
performance indicators, financial information and supporting commentary in this SCI may require 
substantial amendment upon receipt of formal notification of future trade tonnages from CAPIO. 

Southern Ports has estimated the tota l trade for FY19 budget year to be 35.629 million tonnes (Mt). 
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Alumina and iron ore remain the main exports at 11.063 Mt and approximately 10.00 Mt 
respectively. Woodchips at 3.437 Mt, grain at 5.594 Mt and spodumene at 1.184 Mt comprise the 
other larger exports while caustic soda as an import is budgeted at 1.368 Mt for FY19. 

Other products such as grain are forecast to increase in FY19 from prior year levels. Woodchips 
however are forecast to decline based on industry information and sulphur and nickel imports have 
been discontinued due to the respective mine being placed in care and maintenance. 

The total number of commercial vessels estimated to visit the Southern Ports for the FY19 period is 
835. 
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OPERATING BUDGET 

The forecasted after tax profit for the FY19 period is $29.048 million. Southern Ports prepared the 
operating budget in accordance with the Australian Accounting Standards. 

On the 25 January 2018, Cleveland-Cliffs (owners of Cliffs Asia-Pacific Iron Ore - CAPIO) 
announced that it "has decided to accelerate the projected time frame for the planned closure of 
mining operations in Australia , which wil l more than likely occur in 2018". At the time of fina lising 
the SCI, CAPIO has not provided a forma l revised forecast in line with 25 January 2018. As a 
resu lt, the SCI assumes the formal contractual forecast of the 31 October. For clarity, throughout 
the SCI document, Southern Ports highl ighted in yellow statement and performance indicators 
impacted if CAPIO were to provide a forecast in line with the 25 January 2018. 

The impact on port authority revenue wi ll be further considered during the FY19 Mid-year Review. 

Salaries and wages expense is a significant component of Southern Ports expenditure. Southern 
Ports wil l endeavour to meet the guidelines contained in the Western Australian Government Publ ic 
Sector Wages Policy Statement 2017 or any subsequent update for future salaries and wage 
agreements. 

Total Revenue 

Total Expenditure 

Operating Profit before Income Tax 

Income Tax Equivalent Expense 

Operating Profit After Tax 

Ordinary Dividend based on Prior Year Forecast Profit 

Dividend Policy 

FY19 

Budget 

$'000 

140,783 

99,286 

41,497 

12,449 

29,048 

27,134 

FY18 

Budget 

$'000 

139,999 

99,045 

40,954 

12,286 

28 ,668 

44,798 

Southern Ports wi ll recommend a final dividend to Government in accordance with the current policy 
(applicable until FY21) establ ished by the ERC of 100 per cent of after tax net profits based on the 
consolidated fu ll year performance of the organisation. 

The FY18 dividend comprises 100 per cent of the budgeted FY17 operating profit after tax, plus the 
previous requirement for an interim dividend for FY18, being 75 per cent of budgeted FY18 
operating profit adjusted for the impact of the budgeted FY18 efficiency dividend. 

Net Debt Reduction Target 
In 2018, Southern Ports was requested to deliver a Net Debt Reduction Target of approximately 
$9M over FY18 to FY21. Southern Ports has adjusted its Asset I nvestment Program (A lP) , and cost 
and revenue structure to allow for the required net debt savings. 

Major Projects 
Southern Ports will continue the works on the Port of Esperance Hughes Road project to allow the 
Ports major road entry to be upgraded and linked to the Esperance Transport Corridor. Refer to 
Appendix 2 for Statement of Capital Investment as approved by Treasury. 

Southern Ports is in the process of submitting the Bunbury Berth 8 Capacity Expansion project in 
support of Bunbury's growing trade. 

All investment decisions will be evaluated internally by the Board , in accordance with accepted 
commercial principles and with in the financia l framework of the SCI , prior to progressing to a 
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funding request or Business Case. 

Details of projects in excess of $2 million, including the business case incorporating financial 
evaluation information, cash flows, hurdle Rates of Return and written justification are currently 
required to be approved by the Minister for Transport after endorsement by the Southern Ports 
Board, prior to the project being committed. Projects are ultimately required to be approved by the 
ERC. 

Projects over $1 million are to be reported to the Minister. Funding for the Capital Investment Plan 
for FY19 will be met using internal funds. 

Pricing 
Prices will be set to promote competitive outcomes and provide for the future growth prospects of 
the organisation. Services will be provided on the basis of recovering costs and contributing to the 
target Rate of Return, based on the organisation's Weighted Average Cost of Capital (WACC). 

Dependent on value, contracted services will be tendered on a regular or as needs basis and 
assessed using relevant performance criteria to ensure the most competitive and reliable service is 
provided to the organisation and its customers. 

Services and activities will be priced using the following principles: 
• Fairness and equity when charging for services provided to customers. 
• Consideration of the target Rate of Return on the Southern Ports assets. 

Consideration of pricing mechanisms to return additional funds for specific projects or net 
debt efficiency targets 
Monitoring prices charged by competitors on like for like basis where possible. 
Monitoring prices charged by contracted service providers. 
Diversifying the revenue base where possible. 

Prices are subject to ongoing review in the context of changing competitive conditions, trade levels 
and operating results, while also taking into account the need to fund significant infrastructure 
projects and provide appropriate returns to government. 

Rate of Return 
The Rate of Return for Southern Ports is calculated based on the Deprival Valuation Method as 
agreed with Treasury and the Department of Transport. 

In compliance with the trade facilitation role of the ports, a long-term hurdle Rate of Return on 
assets, based on WACC, will be pursued for the entity. The current long term hurdle rate (as 
advised by Government) for the budget and out-years is 9.70% (real). 

On a year on year basis fluctuations could occur reflecting changes in economic activity and capital 
expenditure, which will be reflected in variances in the Rate of Return. 

Financial and Accounting Policies 
Southern Ports budgeted financial statements have been prepared consistent with the recognition 
and measurement requirements of the Australian Accounting Standards Board (AASB) in 
compliance with the financial reporting provisions of the Act. 

The financial statements have been prepared on an accrual accounting basis and in accordance 
with the historical cost convention. 

Tax equivalent payments will be made in accordance with the Treasurer's Directions and rulings 
recognising the State's tax equivalent regimes and in accordance with the National Taxation 
Equivalent Regime. 
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Information to be reported to the Minister 
Southern Ports will provide the Minister for Transport with the information necessary to allow 
adequate assessment of Southern Ports performance during the year. This will include an Annual 
Report, half yearly and quarterly reports inclusive of financial information and comments on 
performance as considered relevant. 

The Annual Report for FY19 will comply with the requirements of the Act (and its Amendments) and 
will include the following information: 

• a report on the major operations and activities of Southern Ports during the year; 
• a review and assessment of performance against the sel targets; 
• consolidated financial statements; and 
• other information required by the legislation to be included in the Annual Report such as the 

particulars of any direction given by the Minister. 

Provision of Financial Information 
Relevant annual and half yearly information will be provided to enable Treasury to meet its 
budgetary responsibilities. Such information will include forecasts of dividend and tax equivalent 
payments plus financial information for the budget year. 

The Approved Financial Parameters are provided at Appendix 3. 
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APPENDIX 1 MANAGEMENT KEY PERFORMANCE INDICATORS 

HSES 

Financial 

People 

Assets 

. ... .. ", 

Lost Time Injury Frequency Rate 

Total Recordable Injury Rate 

ent Injury Frequency Rate (restrictions and no 

Significant Incidents 

Number of fatalities (new KPI FY19) 

Lost time injury severity rate (new KPI FY19) 

Percentage of injured workers returned to work within 13 weeks of 
injury (new KPI FY19) 

Percentage of injured workers returned to work within 26 weeks of 
injury (new KPI FY19) 

Rate of Return on Assets - Southern Ports 

EBIT Margin - Southern Ports 

Total berth hour lost due to Southern Ports industrial disputes 

Cultural Entropy 

CAGR - Total Tonnes 

Vessel Turnaround time - Albany 

Vessel Turnaround time - Bunbury 

Vessel Turnaround time - Esperance 

Port Development Plan - Albany 

_\,--_,~Ju'~ Port Development Plan - Bunbury 

Port Development Plan - Esperance 

Ports Operations Safety and Environment Community 

Stakeholder Survey 
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30% year on year 
reduction or benchmark 

30% year on year 
reduction or benchmark 

30% year on year 
reduction or benchmark 

30% year on year 
reduction or benchmark 

zero 

Greater than or eq 
80% return to work 

within 13 weeks 
Greater than or equal to 

80% return to work 
within 26 weeks 

Greater than or equal to 
80% 

9.7% 

29.0% 

zero 

<45% 

-0.39% 

60-65 

60-65 

60-65 

Completed 

Completed 

Completed 

>95% 

10 

>50 
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APPENDIX 2 STATEMENT OF CAPITAL INVESTMENT 

(All figures in $'OOO's) 

Project Description 

FUNDED 
Port of Esperance - Port Road Upgrades 1 

Minor Works 2 

Total of all Funded Projects 

Port 

Esperance 

Southern 
Ports 

Total FY18 FY19 
Project Forecast Budget 
Spend 

7,428 1,400 6,028 

N/A 9,182 9,000 

7,428 10,582 15028 

1. Will seek deferral as part of FY19 budget process; total includes proposed carryover of $1. 178M from FY17. 

2. FY1 8 includes carryovers approved in Mid Year Review 
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APPENDIX 3 APPROVED FINANCIAL PARAMETERS 

SOUTHERN PORTS AUTHORITY 
APPROVED FINANCIAL PARAMETERS 

2018/19 

Total Revenue 

Total Expenses 

Profit/(Loss) Before Tax 

Notional Income Tax 

Profit/(Loss) After Tax 

Dividends 

Asset Investment Program 
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$,000 

130,090 

89,685 

40,405 

12,122 

28,284 

26,561 

14,778 
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