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1.	TaskForce Membership and Deliberations


Background


On 24th June 1997 the Coode Island Chemical Storage TaskForce (“TaskForce”) was convened by the Victorian Government. 


The aim being to secure the long term sustainable management of the current Coode Island chemical storage facility. In reviewing the operation at Coode Island to ensure that it fully meets appropriate environment and safety standards, the TaskForce was intended to substantially contribute to achieving the Government’ three key objectives.


human safety


environmental protection


a viable future for Victorian industry


The TaskForce did not aim to be an ongoing coordinating  body for Coode Island, but undertook to examine matters to do with the long term safe and environmentally responsible continuation of Coode Island as a chemical port and storage facility.


In the final section of this summary the TaskForce addresses the question of the process which should now be set in train for the consolidation and redevelopment of hazardous chemicals storage at Coode Island.


TaskForce Membership


The TaskForce comprised of senior representatives from the following:


Department of State Development ( Chair)


Premier and Cabinet


Treasury, Finance and Infrastructure


Victorian WorkCover Authority


Environment Protection Authority


Melbourne Ports Corporation


Metropolitan Fire and Emergency Services Board


TaskForce Meetings


The TaskForce met on twelve occasions between July ’97 and August ’98. In addition members of the TaskForce met on a number of occasions with industry and local government representatives.


Issues addressed by the TaskForce


Issues raised and discussed within the TaskForce included:


chemical industry land requirements for port and storage operations (including storage capacity requirements )


safety issues


environmental issues


competition issues


infrastructure requirements


community liaison


�
Representations Received


Input into the TaskForce deliberations was received from the following organisations covering a range of issues:


Terminals Pty Ltd


Victorian Chemical Manufacturers Bulk Storage Group


Low Hazard Terminal Operators on Coode Island 


P&O Ports Corporation


Local Government


TaskForce Examination of Issues


The TaskForce recognised the importance of the issues raised with it in the representations and the need for decisions on many of the issues. However some matters raised ( Such as the appropriateness of hazardous chemical terminalling at Coode Island ) were clearly outside the mandate of the TaskForce.


The following issues were examined and analysis of the issues is contained in latter sections of this summary:


Storage Requirements


Safety Issues


Environmental Issues


Competition 


Infrastructure


Community Consultation


Community liaison mechanisms can have an impact on the extent to which certain incidents may effect the community. Community Knowledge of the products handled in, and operations of, a chemical handling facility may contribute to the safety of the community by enabling informed and appropriate reaction to any incident with off site effects. It would also lessen the possibility of inappropriate reactions to minor incidents.


The TaskForce noted advise from Terminals Pty Ltd on the importance that it attached to community consultation, and the efforts that it had been making to open its facility to interested local government, resident and environment groups.  The establishment of the Coode Island Community Consultative Committee is also noted in the report.


Consultancies undertaken in the course of the TaskForce’s work


In order for the TaskForce to obtain independent professional advise on issues of primary concern to it, four consultancies were undertaken through TaskForce members.


Safety Issues were addressed by two consultancies commissioned by VWA:


DNV Consultancy Services (DNV) undertook a follow-up Quantitative Risk Assessment (QRA) to the one that it carried out in 1994. 


TM Services Pty Ltd undertook a follow-up audit of safety management systems, to the one that was undertaken in 1994


Other issues were addressed two consultancies commissioned by EPA and MPC respectively.


Shedden Uhde Pty Ltd assessed Terminals’ facility against appropriate best practice and an environmental facilities audit of their operations.


GHD-Macknight Pty Ltd examined the structural integrity of Maribyrnong  No 1 Berth to assess the current condition and predict remaining safe working life.


Recommendations are made by all consultancies which are contained within their individual reports.


2.	The Chemical Industry in Victoria


The chemicals, plastics and rubber sector is the fourth largest manufacturing sector in Australia, with an industry gross product in 1996/97 of $7.6 billion and  a national employment of 85,000 persons.  


About 40% of Australia’s chemicals, plastics and rubber sector is located in Victoria and directly provides jobs for over 33,000 Victorians.


The industry is highly integrated into international markets with high levels of exports and imports. Nearly half (44.7%) of Australia’s basic chemical manufacturing is located in Victoria, with about 80% of this located on the Western fringe of Melbourne.


Key raw materials need to be imported, including butadiene, propylene oxide, pure benzene, toluene diisocyanate, acrylates and vinyl chloride monomer, together with smaller quantities of many other necessary feedstocks.


To import these bulk liquid chemicals safely, a dedicated and properly designed and managed port facility located close to major transport routes and to the manufacturing centres on the western fringe of Melbourne is needed.


Given the importance of imports (and in some cases exports) to the chemical, plastics and rubber sector, Coode Island is the prime point of entry for bulk chemicals to the Australian chemical manufacturing industry.


World scale and competitive production can and is being achieved in Victoria, one important foundation for the continued viability and future growth of industry is the availability of a safe and low cost chemical port and storage facility.


While most bulk liquid throughput at Coode Island remains imports, this volume has declined over the 1990’s, while exports of low hazard bulk liquids has increased at a significant rate.


Taskforce Findings


The chemicals, plastics and rubber sector is a significant and diverse manufacturing sector, with much of the national industry located in Victoria.


Evolution over time of the pattern of imports and exports has been significant, however the need for a secure port and storage facility has not diminished and is not likely to do so in the foreseeable future.


3.	Coode Island - Background


History


Handling and storage of bulk liquids at Coode Island commenced in 1960 with the construction of Maribyrnong No1 Berth and adjacent storage tanks for the import of petrochemicals and lubricating oils and the export of molasses.


By 1991, seven private sector companies operated storage facilities at Coode Island with a total storage capacity of 183,500 cubic metres in 261 tanks occupying an area of 15.8 hectares. Terminals Pty Ltd (5.95 ha) and Powell Duffryn (3.85 ha) were the principal providers of storage for hazardous chemicals.


In 1991 a storage site operated by Terminals Pty Ltd and known as Terminals “A” site was involved in a serious fire which essentially destroyed the facility on the site. DNV have observed that there were no direct or indirect serious injuries as a result of the fire.


On 27th August 1991 the then Premier appointed the Coode Island Review Panel (CIRP) to make recommendations to Government on the longer term storage of hazardous chemicals at port facilities.


On 31st March 1992 the CIRP released its final report and recommended that the port handling and storage of bulk liquid hazardous chemicals be relocated from Coode Island to West Point Wilson. The Government accepted this recommendation.


In June 1992Powell Duffryn transferred its business and lease to Terminals Pty Ltd, who since then has been the only company operating general terminalling facilities for hazardous chemicals at Coode Island.


In April 1994, in light of the Commonwealth decision to proceed with the East Coast Armament Complex at Point Wilson, the Victorian Government stated that Point Lillias had replaced West point Wilson as the preferred choice for the new port and bulk liquid chemical storage facility.


On June 24th 1997 the Victorian Government announced that the proposed Point Lillias project would not proceed, following a ministerial determination on the project’s Environment Effects Statement.


Since 1991 the leased area on which chemical terminalling is undertaken has diminished from 15.8 ha. to a current area of 11.2 ha. Hazardous chemicals are currently only handled and stored by Terminals Pty Ltd, who also has a growing low hazard business. 


The storage of hazardous chemicals on the Island has been controlled through the terms of leases held by the operators. The MPC advised the TaskForce of its wish to make parcels of land currently used for the storage of hazardous chemicals east of Mackenzie Road available to P&O Ports, at the cessation of current leases. The task force understands that access to this land would assist more efficient operation of the container facility and help reduce port costs.


Having regard both to the public interest in ensuring that the area available for hazardous chemicals storage does not continue to expand in an unplanned fashion as it did up to 1991 and to the interest of the chemical industry in reasonable predicability and capacity growth, the TaskForce facilitated consideration to the MPC of opportunities for the setting aside on Coode Island of a defined area and consolidation of chemical storage into that area. The MPC advised the TaskForce that the proposed consolidation would be confined to an area at the south west of the Island, limited by Cummins Street to the north and Mackenzie Road to the east. The area available for bulk liquid storage leases under the MPC plan is 9.7 ha. 


�
Coode Island current facilities


Activities undertaken by companies at Coode Island (excluding shipping service operations on the north of the island) fall into the following broad categories:





Container Terminalling and Storage�
P&O Ports�
�
Bulk Liquid Terminalling and Storage�
Terminals Pty Ltd


Pacific Terminals (Australia) Pty Ltd


Bentley Chemplax Pty Ltd


Gordon Brandon Pty Ltd


EMCO ( Australia ) Pty Ltd�
�
Maribyrnong No 1 Berth�
Melbourne Ports Corporation�
�
Testing Services�
Caleb Brett�
�
Container Storage and Transport Depot�
King’s Transport�
�



In addition, Mobil Oil (Aust) Ltd still maintains a non-operational storage tank at Coode Island.


Operators and Lease Information


The TaskForce report includes a table that provides details of all leased areas on Coode Island. Apart from P&O Ports whose leases expire in 2012, all other major leases expire between the years 2000 and 2004 ( there are also three leases that are held on a monthly basis).


Containers and Bulk Liquids Imported and Exported


The Australian Dangerous Goods Code is used to classify chemicals according to their hazardous properties. The code follows United Nations conventions for such classification.


The TaskForce noted however that the range of chemicals handled at Coode Island has changed over time. Changes can be analysed by aggregating chemicals into three groups based on their Dangerous Goods Classification. The basis for these three groups is the potential to produce off-site effects, (the lower the number the more hazardous).


Group 1	Acrylonitrile and propylene oxide


Group2	Flammable and toxic chemicals


Group 3	Combustible and corrosive chemicals and other low hazard chemicals  


P&O Ports handles around 400,000 containers of non hazardous goods, together with some 12,000 containers and isotainers of dangerous goods at Coode Island each year.


(Grouping of such dangerous goods is not listed in the report)


Several operators at Coode Island handle Group 3 products and during the period from 1992 to 1997 annual throughput increased by 30.3% from 142,000 tonnes to 185,000 tonnes .


(Exports of Tallow and Vegetable oils have grown strongly over the 1990’s)


Terminals Pty Ltd is the only operator now handling chemicals categorised in group 1 and 2, during the period from 1992 to 1997 annual throughput of group 1 chemicals decreased by 10.4% from 36,000 tonnes to 32,257 tonnes and annual throughput of group 2 chemicals decreased by 34.8% from 273,000 tonnes to 177,958 tonnes.


Taskforce Findings


In volume terms, total throughput at Coode Island of the more hazardous bulk chemicals has fallen significantly during the 1990’s. 


The reduction in throughput of those hazardous chemicals has been more than offset by an increase in throughput of other bulk liquids.


The throughput figures demonstrate that there is an ongoing need for the Coode Island terminalling facilities.


The work of the TaskForce and associated decision making on Coode Island matters, has provided the first opportunity to put in place an integrated approach to planning for long term safe bulk liquids storage and port operation on the island within a smaller total area than was available prior to 1991. This area should nevertheless allow for appropriate competition and predicability in commercial decision making in respect of hazardous and low hazard bulk liquid storage in the future. 





4.	Safety Issues


Introduction


Safety has been set out by the government as one of the three key objectives for the continuation of hazardous storage at Coode Island. Although there can be no absolute guarantee of safety, analysis of plant, infrastructure, operations and operational management can determine wether chemical storage operations at Coode Island achieve an accepted standard of safety.


In considering safety at Coode Island, the TaskForce  drew upon the expertise of the departments and agencies who made up the TaskForce and through them independent advise from consultants who have both a knowledge of Coode Island operations and an extensive knowledge of national and international standards and applicable best practice in terms of both equipment and operations.


The Victorian WorkCover Authority administers the State’s health and safety legislation including  the Dangerous Goods Act 1985, the broad objectives of this act are to minimise the likelihood of accidents and to mitigate their impact when they occur. The principal regulations for managing dangerous goods storages are set out in the Dangerous Goods ( Storage and Handling ) Regulations 1989.


For premises which store significant quantities of dangerous goods the regulations require approval and licensing. The regulations cover the design, location and operations of hazardous chemical storages at Coode Island. (Terminals Pty Ltd holds such a licence).


The regulations set minimum standards of performance. 


These standards include coverage of the following:-


Chemicals Handled


Design, Layout and Construction of Dangerous Goods Storage Facilities


Fire Protection Measures


Safe Operating Procedures


Training of Personnel


Emergency Planning


Area Security


Safety Information


Coode Island Reviews


The operations at Coode Island have been the subject of extensive studies by a number of consultants. These studies have led in some cases, to the adoption of safety controls approaching world’s best practice. Victoria WorkCover Authority regularly audits / inspects the facilities to ensure compliance with the Dangerous Goods ( Storage and Handling ) Regulations 1989 and that the recommendations from safety studies are being implemented.


The main studies have been:-


The A.D. Little examination commissioned by the Coode Island Review Panel in 1991 to assess and report on the safety of the installations at Coode Island. The consultant made 179 recommendations covering all aspects of the installations at Coode Island, of the 179 recommendations 47 of were directed at Terminals Pty Ltd and 55 were directed at Powell Duffryn. The government accepted the recommendations and they have been progressively implemented, or the intent of the recommendations otherwise addressed.


DNV Technica and TM Services Pty Ltd reports were commissioned by the VWA in 1994 to ascertain the improvements made since 1991. As well as reporting on the status of improvements each of these reports made recommendations to further enhance safety at Coode Island. Implementation of such recommendations has been negotiated between VWA and Coode Island Facility operators.


The combined impact of these studies has resulted in upgrades to the facilities which meet or exceed statutory requirements.


The maintenance of safety and its continuous improvement are ensured through the adherence to a comprehensive safety management system ( SMS ) which includes an audit program which monitors compliance with the system.


Maintenance of hardware, including safety equipment is achieved through a preventive maintenance program ( which is also part of the SMS )


Attention must be paid to all of the factors which contribute to the safety of the facility rather than any one factor in isolation.


Following the Governments decision in August 1997 to retain chemical storages at Coode Island, the VWA commissioned updates of the 1994 safety studies by the same consultants.


DNV Consultancy Services ( formally DNV Technica ) carried out a Quantitative Risk Assessment. ( QRA ) and TM Services carried out an Operational Safety Audit.


Objectives for both new studies were:


review and update the 1994 work by considering changes to the installations and modifications made to the safety management systems.


assess the adequacy and effectiveness of safety improvements implemented since the previous studies.


make specific recommendations for further improvements to reduce risk.


The 1997 DNV and TMS reports thus build on and subsume the earlier 1991 and 1994 analyses and recommendations on Coode Island by the various consultants.


A key outcome of the QRA was to report on the level of risk to the public from the operations of the Coode Island facilities.


Risk Estimation


Safety issues at Coode Island are of prime concern to three main population groups:


Residential populations, where the closest residences are to the west of Whitehall St. in Yarraville, on the west side of the Maribyrnong River.


Workers at Coode Island.


Emergency workers, who may respond to any incidents.


There are no authoritatively established world wide standards that may be adopted for risk.


However the two common measures of risk are:


Individual Risk criteria which is best at advising on exclusion zones or defining the area of limited desirable population density, ie defining relatively high risk areas. 


Societal ( Group ) Risk which tends to be used in particular to measure the risk of an accident involving many fatalities, which individual risk does not address.


The VWA believes that a combination of the two measures is the most effective for planning purposes.


�
1997 DNV Quantitative Risk Assessment Findings


The levels of risk arising from the installations at Coode Island are within accepted limits, as defined by Victorian, national and international criteria for the acceptability of risk. (the 1994 studies met the criteria also).


DNV concluded that the operation of these facilities is therefore compatible with the surrounding land uses in terms of risk to the public. The risks estimated by DNV show that the operation of the Coode Island facilities does not have an impact on the closest residential areas.


DNV noted that implementation of the recommendations made would further improve risk from the current, acceptable, levels.


The 1997 QRA results showed that the risk profile for Coode Island has improved since 1994.


DNV estimated the risk of fatality to an individual in residential areas outside Coode Island as a result of Coode Island operations to be less than one chance in one hundred million per year. This level is exceedingly low  and is less than one tenth the risk of a person being killed by a lightening strike.


In the general working areas on Coode Island DNV estimate the risk to an individual at one in one ten million per year (1x10E-7) resulting from chemical storage and hazardous containers. 


This contour also extends 50 metres to the west of the Maribyrnong River, however the nearest residence is still some 300 metres beyond this risk contour


In a smaller area on Coode Island DNV estimate the risk to an individual at one in ten million per year (1x10E-5) and in an even smaller area the risk to an individual is estimated at one in the thousand per year (1x10E-4) resulting from the storage of acrylonitrile and propylene oxide.


Some of this area extends into the P&O Ports’ operational area.


For societal risk, DNV find that the risk to public off Coode Island is negligible.


DNV Recommendations


While DNV find that Coode Island is operating safely, as part of the study they made 


eleven recommendations that would further reduce risks arising from the operations at the Coode Island installations. (The recommendations are listed in the report ). 


TMS Report


The 1997 audit was a follow up to the audit of safety management systems commissioned in 1994 by the VWA. The purpose of the audits was to assess safety management systems in place in those companies on Coode Island licensed to handle bulk liquids classified as dangerous goods. The audits were based on all applicable Victorian legislation and recommendations, relevant standards and codes of practice.


1997 TMS Operational Safety Audit Findings


Overall, the audit found that individual safety management systems were of a reasonable standard. TMS believes that the standard could be improved and has made recommendations accordingly.


TMS Recommendations


TMS made nine general recommendations in its report, as well as specific recommendations and observations. (The recommendations are contained in the report).


�
Consideration of Consultant’s findings


The VWA will need to evaluate the appropriateness of the DNV and TMS recommendations in the light of redevelopment on Coode Island and the timing of such redevelopment . Not all of the recommendations - particularly those that involve significant equipment modification, need to be implemented immediately. Some recommendations propose quite specific technical solutions to risks. These proposed solutions are workable but there may be other solutions that are as effective and more cost - efficient.


The operators should have the opportunity to respond to the consultants’ recommendations and from a judgement as to wether they will adopt the consultants recommendations, or investigate and propose alternative measures which will give effect to the intent of the consultants’ recommendations and provide comparable or better reductions in risk.


Emergency Services Response Capability


The MFESB has the responsibility for providing external assistance in the event of a major fire at Coode Island. The MFESB advise that the current equipment and staffing levels are sufficient to deal with foreseeable incidents at Coode Island.


Co-ordination and liaison between the emergency services is provided for under the Emergency Management Plan for Victoria, which also provides a framework for liaison with other parties in incident response and management, such as local government.


Siting Options


In light of lease proposals that would lead to the consolidation of bulk chemical storage on the west side of Mackenzie Road, the TaskForce commissioned an examination by DNV of the effect that consolidation would have on both the individual and societal risk profiles of Coode Island.


The risk profile for Coode Island as a whole is dominated by the risk profiles attributable to those chemicals that have the potential for effect at a distance, acrylonitrile and propylene oxide are the chemicals handled at Coode Island that fall into this category.


Changes to the risk profile of Coode Island as a whole from the proposed consolidation thus results mainly from the change to siting of propylene oxide storage.  The risk contour applying to existing residential areas which results from such consolidation  meets the VWA acceptable risk criteria, even to the level that would be required of a “greenfields” site.


Consolidation would also eliminate the one in ten thousand risk contour which currently extends into P&O Ports’ operation east of Mackenzie Road.  Consolidation of chemical storage to the west side of Mackenzie Road reduces societal risk to P&O Ports’ work force to a negligible level over almost all calculable incidents.


TaskForce Findings


The levels of individual and societal risk arising from all operations at Coode Island are within acceptable limits, as defined by Victorian, national and international criteria for the acceptability of risk.


Consolidation of bulk chemical storage currently located to the east of Mackenzie Road, to the west of Mackenzie Road and south of Cummins Street, will improve the overall safety of the island.


Consolidation will also enable an improvement in safety on the Island through separating chemical and container traffic on Coode Island.


TaskForce Recommendations


That the VWA continue to oversee the adequacy of the management of risks at Coode Island with particular regard to the recommendations of the DNV and TMS reports.


That when the VWA is considering changes to storages and handling facilities at Coode Island, should ensure that the risks are reduced as far as practicable and that the methods used for future risk estimation enable direct comparison with 1997 risk levels.


That all companies operating on Coode Island demonstrate their commitment to achieving the safest possible operational environment by:


Supporting and participating in a revitalised Coode Island User Group ( CIUG ) that will in turn implement a list of 6 recommendations made in the report.


That the MPC take action as soon as possible to ensure the effectiveness of the existing Coode Island security mechanisms, pending consideration and adoption by CIUG of long term area security planning.


That the MPC and VWA ensure the full integration of Coode Island emergency plans with the overall Melbourne Port Emergency Plan.


That individual companies operating on Coode Island immediately review the specific recommendations by TMS in relation to those companies, with a view to implementing changes achieving the intent of the recommendations, with regular reports to the CIUG as to progress in implementation. 


5.	Environmental Issues


Introduction


The Environment Protection Act 1970 established the Environment Protection Authority (EPA) which requires it to regulate the discharge of waste into the air, land and water environments, the generation, storage, transport and disposal of waste and the emission of noise.


The EPA does this through a number of mechanisms including:


Developing and implementing environment protection policies.


A Works Approval and licensing system.


An enforcement policy aimed at improving environmental performance.


Education programs.


The government released a new Industrial Waste Strategy in April 1998, which builds on the 1996 Industrial Waste Strategy and focuses on cleaner production and waste minimisation and provides the basis for ongoing waste management in Victoria.


State Environment Protection Policies (SEPP) and Industrial Waste Management Policies (IWMP) set the statutory framework for environmental protection. The polices are developed through the process described in clause 18A of the Environment Protection Act 1970. Significant scientific investigation and community consultation are undertaken to ensure that the key environmental, social and financial issues are understood and accounted for. Since 1994 Policy Impact Assessments have also been required for all new and revised policies. Policy impact statements are intended to bring together all the information collected via scientific analysis and public comment in a clear and transparent manner for the community and decision makers.


The EPA has also developed and adopted guidelines for buffer distances between new industrial facilities and sensitive land uses such as residential zones. Where a buffer zone is less than the recommended value a site specific environmental risk assessment is undertaken to assess the potential for unacceptable off site effects.


All premises are subject to the Environment Protection Act 1970 and must comply with its provisions. Works Approval and license requirements are restricted to scheduled premises (those premises that have a potential for significant environmental impact).


A Works Approval is also required for an existing scheduled facility where significant changes are planned. This would be the case at Coode Island for a major redevelopment.


The occupier of an approved Scheduled Premises is required to have an EPA licence which specifies requirements such as limits on the amount and types of waste that may be discharged to the environment and other conditions designed to minimise environmental impact.


All applications for Works Approvals and some types of license application amendments are publicly advertised and public comment is invited. Any Comments must be taken into account by the Authority when deciding on the issue of the Works Approval or license.


The EPA undertakes audits of the environmental performance of installations such as the Coode Island chemical storage facility and takes enforcement action as appropriate. If accidents occur involving the release of pollutants to the environment the EPA may also direct clean-up and disposal operations after the accident.  


The EPA licence for Coode Island


Statutory controls under the Environment Protection Act 1970 for scheduled premises are achieved at the planning Stage of a proposed facility through the Works Approval System and on an ongoing basis through the licensing system.


The Coode Island Review Panel in its March 1991 final report recognised that bulk liquid hazardous chemical storage facilities such as Coode Island were not then subject to EPA air licensing requirements, although all facilities on Coode Island were and continue to be subject to all SEPP requirements. The CIRP recommended that the regulations be amended to include air licensing of the bulk liquid chemical storage facilities, this was achieved in 1993 and made effective from 1st January 1994.


In 1995 the EPA issued an air licence to Terminals Pty Ltd. On the information available at the time, the licence was consistent with the Air SEPP.


The EPA also recognised that Government policy supported the relocation of hazardous chemical handling and storage from Coode Island to Point Lillias. The licence therefore addressed all issues considered necessary by the EPA, in the light of the limited expected life span of the facility.


As part of the licence conditions monitoring has been taking place since 1995 and in the light of the decision to retain the Coode Island facility discussions have been held on technical upgrades to limit the discharge of some volatile organic compounds, including benzine which are in excess of policy level during periods of peak loading.


Significant reductions in benzine emissions have been achieved since 1996, when vapour return measures were implemented for road tanker loading. However monitoring results still indicate significant emissions at times particularly during periods of ship unloading.


In relation to monitoring requirements in general, Terminals has substantially complied with its obligations with respect to testing and submission of results.


The EPA has advised that it will amend the Terminals Pty Ltd licence requiring upgrade of the facility taking into account the recent environmental audit, the TaskForce report and relevant redevelopment proposals.


The 1998 Benchmarking Investigation and Environmental Audit


The EPA initiated a Benchmarking investigation and Environmental Audit of existing facilities operated by Terminals Pty Ltd. This was conducted by Shedden Uhde Pty Ltd and Dr Terry Bellair of Consulting Environmental Engineers Pty Ltd.


The benchmarking and audit was undertaken to underpin the EPA’s consideration of the requirements for long term continuation of hazardous chemicals storage at Coode Island.


Shedden Uhde Benchmarking Investigation 


The purpose of the study was to provide a technical assessment of the existing plant and operations compared with appropriate international best practice for existing facilities. Recommendations made are aimed at improving the existing facilities at Coode Island to this standard.


Shedden Uhde Findings


The consultants summary covered eleven areas which showed that although the facility was old it is well maintained and managed. 


Operation of the facility generally relies on adherence to procedures, these along with emergency response procedures and operator training are current and thoroughly documented.


It was considered that the facility requires significant improvement of specific features to sustain acceptable operation for the next 20 to 30 years.


Shedden Uhde Recommendations


To improve the environmental performance of Terminals’ Coode Island chemical storage facility to a standard equivalent to best international practice and to satisfy the objectives of current SEPP for waste emission limits to air and water, Shedden Uhde recommended a list of  fourteen principal issues to be addressed, these issues are listed in the report.


Environmental Audit


Three objectives were set for the environmental audit, they included assessment of emission control effectiveness, leak and spill prevention systems. Compliance with relevant environmental policies, regulations and licences. Also to identify appropriate environmental and monitoring improvements.


Environmental Audit Findings


Terminal’s are working towards ISO 14001 accreditation of its Coode Island facility.


Between 1973 and 1996, 570 complaints about offending emissions from Terminals’ facilities had been made of which 17% were made by residents or businesses other than P&O Ports.


Significant inconsistencies exist between current EPA licence and State Environment Protection Policies. 


Existing equipment and procedures do not encourage satisfactory waste minimisation practices for liquid product slops.


Environmental Audit Recommendations


Licence issues need to be addressed, investigate reduction of product slops generation and connection to sewer needs to be provided. 


TaskForce Findings


Environmental controls at Terminals’ Coode Island facility use current and proven technology and operate effectively most of the time.


Ongoing monitoring and discussions between EPA and Terminals Pty Ltd  has identified the need for upgrading of certain environmental controls in light of the long term nature of the decision to retain hazardous chemicals storage at Coode Island.


The Shedden Uhde report and the environmental report provides a good basis for decisions on upgrading the existing facility.


Overloading of a vapour scrubber during benzine loading from ships and the lack of connection to the City West Water sewerage system, are particular problems.


Soil and groundwater contamination should be further investigated and controls put in place recognising the recent gazetting of the State Environment Protection Policy (Ground waters of Victoria).


TaskForce Recommendations


That given the need to consider requirements for the long term retention of hazardous chemicals storage at Coode Island, TPL be required to propose a strategy and time frame for bringing air and water emissions into conformity with SEPP requirements. In agreeing a strategy and time frame for achieving compliance, the EPA would give due account to proposals for redevelopment and consolidation of Coode Island.


That recommendations for the further investigation and changes to plant, equipment and procedures proposed by Shedden Uhde be further considered by TPL, the EPA and VWA for required introduction or achievement of the intent of the recommendations through other acceptable mechanisms.


That all companies operating on Coode Island be required to connect to the City West Water sewer system.   


6.	Maribyrnong No1 Berth


Background


Vessels loading or unloading bulk liquid cargoes at Coode Island moor at Maribyrnong No1 Berth on the south west side of the Island. The berth was built in the 1960’s and has been maintained and added to since.


The structure comprises of: seven mooring dolphins, four berthing dolphins, personnel decks for the carriage of goods and equipment and pipe racks to support the pipes which transfer liquids between the shore facilities and the vessel moored at the berth.


Berth Safety


A part of the QRA undertaken at Coode Island, DNV examined and assessed risks of incidents that may occur at the berth.


Included in the QRA were all pipelines between the storage sites and the berth, the terminus of wharf lines (hose manifolds) at the berth and up to the ship’s side of the transfer hose connections.


DNV noted that many risk reduction measures had been introduced since 1991. They concluded that “the levels of risk generated by the berth are currently low”.


Structural Integrity


GHD Macknight were commissioned by the MPC to examine the structural integrity of the berth.


They found the berth to be in good physical condition, but the design loadings on the mooring and berthing dolphins exceed the analytical load capacities of the structures. GHD concluded that the dolphins should be replaced with more modern structures that have sufficient capacity for the full range of vessels which use the berth.


In the short term, the consultant recommended that all berth moorings should be constrained so that the actual vessel loadings are less than the design loading conditions.


As a result of GHD’s examination a list of eleven recommendations to improve the structural integrity of the berth have been offered, all are directly related to the structure of the berth.


TaskForce Finding


That operations at Maribyrnong No1 Berth do not contribute in any significant way to the external risks of operations at Coode Island.


TaskForce Recommendations


That the MPC investigate mechanisms for achieving:


the replacement of the berthing and mooring dolphins at the earliest possible time.


other minor remedial work proposed by GHD Macknight.


7.	Competition Policy


Since 1992 Terminals Pty Ltd has been the only multi-user hazardous chemical storage operator at Coode Island, following the decision by Powell Duffryn to cease operations at that time.


The presence of a single hazardous chemical operator at Coode Island has led user companies to propose that competition be promoted by granting a lease to a second hazardous chemical facility operator. The argument being that competition would ensure the most efficient operating environment and competitive pricing.


The alternatives to competition on a continuing basis are contestability of leases and regulation or oversight of pricing behaviour. In all cases legislation exists to regulate anti-competitive conduct.


Regulation of Anti-Competitive Conduct


In 1995 the Council of Australian Governments agreed to a package of reforms recommended by the Hilmer Report.


The package includes, amendments to the Trade Practices Act, a Competition Principles Agreement and an Agreement outlining funding for the States and Territories conditional on satisfactory implementation of the reforms.


Therefore the Melbourne Port Authority became the Melbourne Ports Corporation (MPC) in 1996 and as such is subjected to the Trade Practices Act.


All leases at Coode Island have been enacted between the MPC and incorporated bodies, 


(Companies such as TPL). As the Commonwealth Trade Practices Act applies to incorporated bodies any anti-competitive conduct would be subject to the Trade Practices Act and the Australian Competition and Consumer Commission.


A Second Operator


The Coode Island Review Panel based their analysis of an upgraded Coode Island chemical storage operations on the assumption that there would be one main management and operating entity. The rationale being that one operator would be able to have a greater focus on safety than could be ensured under substantive competition (as existed prior to 1991).


It is also possible that the infrastructure and management overheads inherent in two operators may substantially erode pricing benefits to industry of the two operators.


Nevertheless evolution of storage arrangements should be allowed and the intention of the MPC to standardise lease provisions relating to the range of chemicals which may be stored West of Mackenzie Road and South of Cummins Street will allow the possibility of such evolution.


TaskForce Findings 


That relationships between MPC, terminalling companies and user companies are governed by the framework established by the Trade Practices Act 1974.


That standardisation of lease provisions relating to the range of chemicals that may be stored on the west side of Mackenzie Road and the south of Cummins St. will enable the possibility of evolving chemical storage arrangements and the development of competitive storage arrangements for some chemicals. 


8.	Conclusion


Site Redevelopment


Since the fire in 1991, significant improvements have been made to the Coode Island hazardous chemicals terminalling facility. The improvements made were achieved in the context of historic uncertainty about the length of leases for use as hazardous chemical storage. Due to the ad hoc development and the piece meal decommissioning of Bulk Liquid Storage Facilities on the Island, this has led to a sub-optimal layout for individual operators and sub-optimal land usage patterns across the Island as a whole.


Over time the quantities and types of dangerous goods handled at Coode Island will change which will influence the design and layouts and technologies used in the storage of such goods.


There are a large number of possibilities for the future layout and operations of Coode Island. It is not possible for this TaskForce report to take specific account of these changes.


The key issue associated with change at Coode Island is the level of risk associated with the operations there. The TaskForce considers that every opportunity provided by change should be taken to reduce the magnitude and extent of risk at a redesigned and redeveloped facility. Future QRA’s should use the 1997 QRA as a Benchmark.


The Government’s decision that hazardous chemical terminalling will remain at Coode Island for the long term set the scene for decisions to create a sustainable and optimal land use pattern on the Island, as well as achieve a safer and more environmentally responsible facility for the long term.


Site Consolidation


The consolidation of chemical storage to the west side of Mackenzie Road satisfies two particular public interest elements:


Improved Safety consolidation of chemical storage will provide significant opportunity to develop a modern best practice facility and separation from the container handling and transport operations will also improve safety.


The State’s economy will be enhanced by increased efficiency at Victoria’s principal port by allowing P&O Ports access to the land east of Mackenzie Road for increased container handling and the chemical industry secure port storage facilities west of Mackenzie Road.


The certainty and efficiency of Victoria’s principal chemical port and storage facility is fundamental to the State’s chemical industry in planning for its investment future in Victoria.


Terminals’ current leases expire in December 2000 and January 2004, with the consequent decommissioning of the east side of Mackenzie Road provides an end point for planning for consolidation and redevelopment. The immediate availability of the ex BP site should not preclude earlier consolidation if achievable and commercially preferable, planning could commence immediately following resolution of long term leases.


Given the complexity of the decisions required to enable an orderly and safe consolidation of hazardous chemical storage to proceed, the TaskForce believes that clarity of the sequence of steps required can help achieve smooth and timely decision making.


The TaskForce acknowledges that a number of agencies will be involved in the redevelopment process including:


MPC, allocation of leases, terms and conditions.


VWA, overseeing and agreeing to site layout, equipment design, quality, operating procedures and issuing dangerous goods licences.


EPA, ensuring adherence to SEPP standards, requirements in licences, and issuing approvals before commencement of work under the Works Approval process.


MFESB ensure adequate fire access available and all other aspects of redevelopment  are satisfactory from an emergency services perspective.


Minister for Planning and Local Government who is responsible for planning authority of Coode Island and the Port of Melbourne Planning Scheme and is advised in this role by the Department of Infrastructure.


Issues for Settlement and the Stages for Redevelopment


Submissions to the TaskForce from a number of parties outlined the need for early settlement of a number matters,  which will require simultaneous decisions to be made that take in the interests of all parties and to paramount public interests in safety, environmental responsibility and viability of the facility.


The TaskForce outlined the matters that must be considered to achieve an early and satisfactory “package” which will provide industry and regulatory authorities with the necessary degree of certainty as to the eventual profile of chemical terminalling at Coode Island and the process for achieving that profile.


The stages for redevelopment following finalisation of the TaskForce report are set out  as follows:


First Stage: Government Decisions


The TaskForce is of the opinion that there is a case for the use of a limited amount of State funds for the re-engineering and improving of chemical storage at Coode Island to the extent that the assistance would secure public interest outcomes. The funds should be directed to areas that improve operations, safety and environmental acceptability of the Island.  (It is also noted that the State was to have contributed to infrastructure for the Point Lillias.)


Second Stage: MPC Decision Making


So that the consolidation process can get under way the MPC has indicated that it will offer leases up to 20 years for terminalling on the Island, which will allow amortisation of costs over a commercially sensible time frame. Land rental payments for such leases will be comparable with similar terminalling facilities in Australia and the region.


Third Stage: Planning, Approval and Commissioning/Decommissioning


Redevelopment and consolidation will involve the long term lease holders establishing development plans with the VWA, EPA, MFESB and Department of Infrastructure. Works Approval applications will then be submitted to the EPA for consideration and time frames as set out in the Environment Protection Act 1970.


All regulatory agencies are conscious of the need to improve safety and environmental levels, while recognising the need of the operator to also  achieve commercial objectives of efficiency, economy, flexibility of design and operation, to this end redeveloped areas will need to meet or exceed safety and environmental standards set out and  existing sites wether short term, long term or being decommissioned will need to implement achievable improvements.


The TaskForce is aware of the close liaison needed between those terminalling company’s  involved in consolidation and the regulatory agencies in particular VWA and EPA.  So that leaseholders can undertake commercial negotiations with their user companies for ongoing contracts, the of signing of the long term leases, and the undertaking of all phases of planning, approval, construction and commissioning of  new works is important, so as to allow the decommissioning of storage on the east side of Mackenzie Road.


For consolidation works to begin on the West side of Mackenzie Road obtaining Works Approvals may take up to 12 months and once approval is received a further 12 months to complete construction of works, if the time frame is to be met to release the east side lease that expires in December 2000, the commencement of this process should thus be as early as possible in the second half of 1998.


Terminals Pty Ltd will need to make commercial decisions on wether the east side lease that expires in 2004 continues to that date or is consolidated to the west side at the same time as when the previous lease expires.


TaskForce Findings


There is a significant public interest benefit arising from the proposal for Coode Island to consolidate chemical storage on the west side of Mackenzie Road and to release land on the east side of Mackenzie Road for container handling and storage.


TaskForce Recommendations


That the TaskForce findings and recommendations should form the basis for early Government decisions on Coode Island. The question of Government funding should be addressed at that time as an early decision on this question is needed to underpin the financial and commercial planning by long term leases which will be needed following MPC decisions on leases.
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