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UTAH POINT - SUBMISSION TO THE WESTERN AUSTRALIAN LEGISLATIVE 
COUNCIL STANDING COMMITTEE ON LEGISLATION 

Pilbara Ports Authority (PPA) submits to the Standing Committee on Legislation (the 
Committee) in response to its request dated 24 March 2016. In providing this response, 
PPA seeks not to comment specifically on the purpose, effect and policy of the Pilbara Ports 
Assets (Disposal) Bill 2015 (the Bill) but rather to offer a factual summary of the history and 
development of the Utah Point Bulk Handling Facility (Utah Point). The summary provides 
the Committee with a reference point for some of the claims and statements made by 
stakeholders, interest groups and media commentators which have, on occasion, provided 
an incomplete account of the facts. 

After Commissioning, Utah Point was beset by several challenges including: 

• Operational - the facility was new and as with all new facilities, required a methodical 
approach to manage it through post commissioning towards optimisation; 

• Financial - the facility was unprofitable due to the commercial arrangements that were 
initially struck with proponents; 

• Environmental - environmental and related operational controls were immature. As a 
consequence, a number of environmental issues required remediation; and 

• Safety - Utah Point's safety practices were also immature particularly in the context of 
its growth as a multi-user facil ity. The implementation of strong safety management 
practices has resulted in only 1 lost time injury at Utah Point over the period from 2012 
to the present day. 
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The information provided in this submission highlights the extent to which the facility's overall 
performance has improved over time. The year on year increases in tonnage handled 
through Utah Point have been achieved with modest increases in staffing and a continuous 
improvement in environmental and safety performance. This submission is intended to 
assist the Committee in considering and evaluating the submissions it receives and in 
drawing its conclusions. 

This report covers the following areas: 

1. Throughput Efficiency - Engineering Improvements; 

2. Maintenance Improvements; 

3. Safety Performance; 

4. Environmental Management; 

5. Marine Management; 

6. Utah Point Project Financing; 

7. Pricing History; and 

8. Financial Performance 

1. Throughput Efficiency - Engineering Improvements 

Utah Point's throughput has increased year on year since the facility was commissioned in 
September 2010 and has been achieved efficiently with only nominal increases in staffing 
between October 2012 and the present day. 

The capacity rating of the outload circuit was initially a peak loading rate of 5,000 tonnes per 
hour. 11.3 million tonnes of throughput was achieved in Utah Point's first full year of 
operation. 

Year on year annual throughput at Utah Point is shown in the Table 1 below. 

Year 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 
(Financial) Actual Actual Actual Actual Actual Forecast 

Tonnes (Millions) 6.2 11.3 12.4 18.8 19.5 21.3 

Throughput 
n/a 82.2% 9.7% 51.6% 3.7% 9.2% Increase(%) 

Table 1: Utah Throughput 

Increased throughput was achieved via a number of engineering improvements. The most 
significant of these was the upgrade to the conveyor seven (CV07) drive system. CV07 is 
the shiploader conveyor on the out-load circuit which conveys product to the shiploader. This 
section of the out-load circuit had been identified as its most significant bottleneck. The 
upgrade facilitated an increase in the belt speed and improved output rates. 



Other engineering improvements included: 

• Improved belt tracking; 

• Improved pulley reliability; and 

• Chute and liner plate upgrades. Historically, liner plates typically failed at about 70,000 
tonnes of Manganese or Chromite lump throughput - the equivalent of approximately 1 
vessel 's loading. This high failure rate was caused by the highly dense and abrasive 
nature of these products. 

The chute and liner plate upgrade resulted in an increase to 2.3M tonnes of mixed 
throughput (Iron Ore and Manganese) before liner plates required changing. A change 
in the product mix favouring Iron Ore relative to Manganese may further increase the 
longevity of the chute and liner plates. 

These changes have resulted in the peak loading rate of the outload circuit increasing to 
7,500 tonnes per hour. This represents an increase of 50% over its original rating of 5,000 
tonnes per hour. The throughput capacity of Utah Point is now approximately 23 Million 
tonnes per annum. 

The engineering improvements that contributed to improving throughput were made during 
calendar 2014 and 2015 at a cost to PPA of approximately $0.8 Million. 

2. Maintenance Improvements 

Improvements in maintenance practices have supported the improvements in throughput by 
significantly reducing plant "down time". This has been achieved by: 

• Systematically analysing the delay logs and rectifying recurring issues. This process 
entailed identifying the most significant delays, their most common causes and 
eliminating them with engineering solutions. The improved durability of liner plates is a 
good example of the benefits realised from this continuous improvement approach; 

• Pulley and belt reliability has been addressed using a similar approach; 

• Cable-reeler faults have been identified, with solutions implemented; 

• The implementation of a new maintenance system (TechOne) on 1 July 2015. The 
implementation of this system has allowed maintenance inspection data to be 
reviewed and further refined. This has resulted in significant improvements in 
documentation and the quality of inspections being undertaken. The system has also 
provided an improvement in reporting, thereby enabling earlier identification of issues 
and providing the opportunity for intervention before a breakdown occurs; 

• Improved lubrication and vibration analysis has further enabled the earlier identification 
of potential issues and the opportunity for intervention before breakdowns; and 

• Improved belt condition monitoring has provided a clearer view of all conveyor belt 
conditions, again providing early warning of the need for belt change out. This 



improved planned maintenance capability reduced the incidence of break downs and 
the disruptions to operations caused by unplanned maintenance. 

With the exception of the commissioning phase, Utah Point has been a 24/7 maintenance 
operation. Maintenance staff numbers were comparatively low in the early post 
commissioning period . The occurrence of plant failures during the night shift resulted i n 
delays where significant repairs were required until the day shift when sufficient staff were on 
site. These maintenance delays resulted in delays to product loading. Maintenance staffing 
levels on night shift were minimal in the early years of operation. Annual throughput levels of 
6.2 million tonnes in 2010/11 and 11.3 million tonnes 2011/12 meant that there was 
adequate vacant berth time during day shift to perform maintenance tasks. As throughput 
levels increased to the present level of 21 .3 Million tonnes (estimated) for 2015/16, staffing 
has been gradually increased to maximise plant availability. 

PPA believes that staffing is now at an optimal level to meet proponents' expectations for 
timely maintenance services and continuity of operations. This operational improvement has 
directly contributed to the improvements in throughput and plant availability to the benefit of 
Utah Point users. 

The significant gains in throughput highlighted above have been realised with modest 
increases in staffing. The increase in throughput from 2010 to 2011 can be attributed to: 

• a gradual ramp up in staffing; 

• improved product management; 

• more stringent product condition requirements; and 

• improved production oversight as the facility was commissioned and utilisation 
increased. 

The increase in staffing from 2011 to 2012 was largely driven by the insourcing of the 
maintenance function. This strategy has been highly effective as discussed above and has 
been achieved efficiently. 

Table 2 below shows the increase in staff numbers year on year since Utah commenced 
operations. 

Calendar Year 2010 2011 2012 2013 2014 2015 2016 

Utah Staff (FTE) 25 29 35 35 35 37 38 

% Increase n/a 16.0% 20.1% 0% 0% 5.7% 2.7% 

Table 2: Utah Staffing 

Since inception, Utah Point's throughput has increased by more than 340% whilst staff 
numbers have increased by just over 50%. 



3. Safety Performance 

Utah Point is a mine site registered to PPA and is subject to the Mines Safety and Inspection 
Act 1994 and Mines Safety and Inspection Regulations 1995. 

PPA is responsible for the provision of a safe working environment for its employees and 
contractors at Utah Point. Utah's safety performance is underpinned by an Occupational 
Health and Safety Management Systems (OHSMS) certified to AS/NZS 4801 . Certification 
was achieved in December 2011 and has been maintained and continuously improved 
through surveillance and recertification audits. The most recent audit in February 2016 
identified zero non-conformances. 

PPA has been measuring its Lost Time Injury (L Tl) Frequency Rate since Utah's 
commissioning in 2010. The graph below illustrates the health and safety performance for 
the whole of PPA. Through 2011 and 2012 PPA drove an initiative to improve contractor 
reporting that resulted in an increase of L Tl's recorded. From 2012, PPA saw significant 
improvement in performance which is attributable to management's commitment to safe 
work practices, investment in safety management systems and training and the contribution 
of all personnel. 

LTI FREQUENCY RATE 
- LTIFR 

--1 

17 1.77 166 

2010' 2011 2012 2013 2014 2015 2016 .. 

• Rolhn& 12 month LTIFR as atScptcmb~ 2010 . .. Rollin& 12 month LTIFR as at March 2016 

The following information relates to the health and safety performance of Utah Point over the 
period 1 September 2010 to 21 April 2016. From mid-2011, significant focus was placed on 
contractor safety performance and reporting, and accounts in part for the increase of L Tis to 
9.5, as the reporting, transparency and management of contractor incidents improved. 

From 1 September 2010 to 1 December 2013, there were seven l Tis recorded. One LTI 
was sustained by an employee and six by contractors. Since the L Tl on 1 December 2013, 
no L Tl has been recorded at Utah Point. 

The year on year increases in tonnage handled through Utah Point have been achieved with 
modest increases in staffing and a continuous improvement in safety performance. 



4. Environmental Management 

Environmental management at Utah Point has evolved since comm1ss1oning to a point 
where PPA believes 'best in class' outcomes have been achieved. Specific instances 
include: 

4.1. Development and Implementation of PPA's Environmental Compliance 
Action Plan (ECAP) (A309529) 

Soon after the commissioning of Utah Point in September 2010, a number of 
operational and environmental controls were immature and required development to 
meet the operational demands placed on the facility. A PMI product from the tailings 
dam of the old BHPB Hot Briquetted Iron (HBI) Plan was difficult to process through 
the facility and presented operational and environmental challenges. 

The initial commissioning period was extended to May 2011 to facilitate the loading of 
different products through the facility. A letter of warning for non-compliance with the 
EP Act was issued after a routine inspection by DER (then DEC) on 8 November 2011 . 
This inspection identified breaches of 12 conditions of the environmental licence 
(L4432). PPA had already noted a number of infrastructure and operational process 
issues that had been identified within the facility since commissioning. 

Whilst some actions were initially taken to address the letter of warning, the quality (i.e. 
PMI HBI product) and volume of product exported resulted in some negative 
environmental impacts. The commercial and operating complexity of the site created 
issues around establishing ownership of environmental issues and responsibility to 
address them . 

In response to the letter of warning, PPA developed an Environmental Compliance 
Action Plan (ECAP) which provided five key areas of improvement: 

• Site drainage network, bunding and sediment management; 

• Dust management; 

• Truck cleaning; 

• Recirculation pond management; and 

• Waste material collection and management 

A summary of the actions taken in each improvement area is provided below: 

4.1.1. Site Drainage Network, Bunding, Sediment Management 

The site's drainage network was designed to capture and transfer rainwater and 
wash water with minimal sediment loading to the recirculation pond for reuse as 
dust suppression . However, the combination of inadequate sump and pump 
design, poor product condition and increased throughput resulted in an 
excessive build-up of ore and required regular cleaning . Wash down water was 



often of a "slurry" consistency and led to regular blockages throughout the 
network and occasional unauthorised discharge to the surrounding environment, 
including the nearby mangroves. 

Upgrades to the sumps and pumps and the installation of two access channels 
commenced in 2012 and were completed by mid-2014 at a cost to PPA of over 
$2 Million. The key features of these upgrades included: 

• Significantly increased sump capacity, allowing mobile plant access to dig 
out waste product; 

• Installation of larger pumps to handle the volume of wastewater entering 
the system; 

• Installation of two large channels, one along (conveyor 3) CV03 and one 
along CV05, to allow for larger volumes of water and access by mobile 
plant. Additionally, the CV05 channel included a 1.2 m high wall to prevent 
unauthorised discharge to nearby mangroves; and 

• Blocking off of the back-of-wharf drains to contain wastewater on the wharf 
for easier recovery and to prevent spillage into the harbour. 

The end of the PMI (ex HSI) product resulted in more manageable ore being 
handled on site. The completion of the sump, pump and channel upgrades 
greatly reduced cleaning requirements and the number of wastewater spill 
incidents. Wastewater is now efficiently pumped through the system to the 
recirculation pond. 

4.1.2. Dust Management 

The primary causes of Utah Point's high rate of dust exceedances in its first year 
of operation were the in-loading of inadequately conditioned ore and front end 
loader (FEL) activity during stockpiling and out-loading. Ore often arrived at site 
below the required Dust Extinction Moisture (DEM) level, not only creating dust 
during in-load, but increasing dust emissions during out-load . The facility does 
not have product conditioning infrastructure (all water onsite is designed for dust 
suppression , not product conditioning). FEL's transiting between stockpiles and 
mobile hoppers generated dust due to the build up of dust on the stockyard floor. 

Upstream improvements to product quality (condition) were a key driver of 
improved dust management. PPA implemented a bulk product management 
procedure in 2012 which placed the onus back onto proponents with an 
expectation that product delivered to site would be at least 1 % above 
DEM. Where this was not met (via visual observation), PPA would suspend 
haulage until product condition improved. The introduction of 2417 operational 
coverage also aided the monitoring and management of dust, with loading being 
closely monitored in . conjunction with the dust forecast tool and the 
implementation of a dust alarm system. 



Other controls implemented to manage dust included regular cleaning of the 
stockyard floor, application of water cannons, misters and sprayers in the 
stockyard and transfer stations. The cost of the dust management controls 
implemented exceeded $0.3 Million. 

4.1.3. Truck Cleaning 

The truckwash was originally designed to remove and process minor spillage on 
truck wheel guards, however in practice, large quantities of ore were collecting 
on the wheel guards resulting in frequent blockages of the truckwash sump 
system. Blockages in the sump system resulted in the truckwash being closed 
on a regular basis for maintenance; this resulted in wheel guards being manually 
swept outside the licence boundary when the truckwash was closed . 

PPA requested trucking companies modify their trailers to prevent spillage 
occurring during in-loading so as to reduce maintenance and downtime within 
the facility. PPA also implemented an inspection program which enabled the 
suspension of trucks from site until necessary modifications were made. While 
spillage was reduced through these measures, there was an increasing number 
of trucks entering the site which then necessitated an upgrade of the sump and 
filtration system at a cost of over $1 Million to PPA. 

4.1.4. Recirculation Pond 

Increased sediment load entered the recirculation pond due to poor quality 
product being out-loaded. This resulted in frequent blockages in the pipe 
network. As an interim measure, a vacuum truck was used to move waste water 
from the undersized sumps into the recirculation pond. However, this did not 
allow adequate separation of waste ore from waste water, resulting in regular 
sediment build up in the pond. The quality of waste water entering the pond was 
gradually improved from early 2012 and throughput the life of the ECAP via the 
following measures: 

• Installation of two large sweeper pits (i.e. settlement sumps) for wastewater 
storage prior to transfer to the recirculation pond; 

• Improved awareness by vacuum truck operators to ensure that sediment 
had settled sufficiently before transferring wastewater to the pond; 

• Reduced waste ore production through improved product quality; and 

• Upgrades to the site drainage system which increase the time available for 
sediment to settle in the upgraded sumps prior to being pumped into the 
recirculation pond. 

The overall quality of wastewater entering the recirculation pond has improved 
and this is reflected in reduced pond maintenance requirements. 



4.1.5. Waste Material Collection and Management 

The site was constructed under the assumption that minimal waste ore would be 
produced. As such, a small "contaminated ore" pad was constructed . However, 
during commissioning excessive volumes of waste ore were generated, 
highlighting the need to increase the capacity of the pad. Two large sweeper pits 
were constructed for waste water to be stored while sediments settled and the 
capacity of the contaminated ore pad was increased. Roll bunding was also 
installed to prevent waste water leaking to the surrounding area while waste ore 
was drying out. 

Other improvements completed during the period 2011 to 2013: 

• Enclosing the CV06 floor to prevent direct harbour discharges; 

• Enclosing the CV06 gantry walls to prevent overspray during clean down; 

• Upgrading wharf bunds to allow for sufficient sediment settlement prior to 
waste water being directed to specific outlets along the spoondrain 
(decreasing sediment load in the spoondrain); 

• Reconnection of the "stormceptor" pumps by the wharf to the recirculation 
pond pipe network (previously sucked out via vacuum truck); 

• Construction of the CV07 tundish to collect material from the shiploader 
whilst luffing, with a collection point on the wharf (reducing discharge into 
the harbour); 

• Ongoing I routine maintenance (e.g. replacement of belly pans); and 

• Splashguards on the ends of wharf to prevent overspray during wharf 
clean down. 

The total cost of these improvements to PPA was approximately $1 Million. 

PPA closed out the ECAP with DER on 28 August 2014, having completed the 
ECAP program and achieving the intended environmental outcomes. The 
infrastructure and process improvements implemented at Utah point have 
reduced the production of waste product (as a percentage of facility throughput) 
as shown in table 3 below and streamlined the efficient capture and transfer of 
wastewater to the recirculation pond. This has ultimately led to fewer significant 
spills and allowed PPA to achieve compliance with its environmental licence. 
Control over product condition has also improved dust management onsite, 
despite the ever increasing tonnage passing through the facility. 



YEAR (Calendar) 2012 2013 2014 

Throughput (tonnes) 11,404,620 15,350,896 20,758,596 

Waste Product (tonnes) 4,856 4,513 5,287 

% of Throughput 0.043% 0.029% 0.025% 

Table 3: Waste Product Production 

4.2. Development and Implementation of the Stockyard 2 Environmental 
Improvement Plan (EIP): 

Environmental approval to construct Stockyard 2 (SY2) at Utah Point was obtained in 
December 2012 through the issuing of works approval W5201/2012/1 by the 
Department of Environment Regulation (DER). 

The works approval allowed a semi-automated facility comprising automated stacking 
and out-loading using front end loaders and a reclaim conveyor. 

The SY2 Facility was constructed by Atlas Iron Limited (Atlas) to facilitate the export of 
increasing volumes of iron ore from its mines, with the intent that the facility would be 
further developed into a fully automated operation. 

DER's approval to operate SY2 as semi-automated facility was valid until the end of 
February 2015. 

In order to continue semi-automated facility operations within SY2 beyond February 
2015, an EIP was developed to address DER's concerns associated with SY2 
operations. The implementation of the controls specified under the EIP was the 
responsibility of Atlas Iron. PPA assisted Atlas by making improvements where it 
could. 

The intent of the EIP was to improve dust management, and to demonstrate that SY2 
could operate appropriately as semi-automated facility, while providing Atlas with 
additional time (until September 2018) to purchase the infrastructure required for a 
fully automated operation (estimated capital cost of over $65 million). 

DER accepted the EIP actions on 6 February 2015. Implementation of the EIP was 
subsequently included as a condition of PPA's environmental licence L4432/1989/14 
as amended on 19 February 2015. 

Key improvement areas include: 

• Improved product management; 

• Improved dust suppression; 

• Improved air quality monitoring; 

• Treat and maintain open areas; 

• Upgrade and maintain surfaces to allow adequate sweeping; and 



• Implement an automated reclaiming system. 

PPA successfully implemented all the improvement actions that it took on to assist 
Atlas iron (over the period 2012 to 2015). The implementation of trials to maintain open 
areas and implementation of the automated system remain outstanding and were the 
responsibility of Atlas iron. PPA's cost in implementing measures to address the 
requirements of the EIP was in excess of$ 2 Million. 

PPA considers that the environmental outcome (improved dust management) of the 
EIP is being met, and that SY2 can continue to be operated appropriately as a semi
automated facility. However, the current environmental licence still contains the 
requirement to install the fully automated solution by 2018 (with pre-works to 
commence in 2016). Atlas has advised PPA that it is highly unlikely that the 
automated solution will be pursued. Accordingly, PPA has advised the Regulator and 
requested that the requirement for an automated reclaiming solution be excluded in 
the redrafting of the Utah licence. PPA has also requested that the EIP be removed 
from the new environmental licence being prepared for Utah Point to support the 
divestment should it proceed. 

The present 'draft' revision of the Licence as supplied to PPA from DER indicates that 
both the EIP and the need for the automated system have been removed . The site is 
however required to remain compliant with the current Licence until such time as the 
new environmental licence is issued. 

In summary, without PPA facilitating the changes and working with DER (as stated in 
section 2.1 and 2.2 above), the increase in throughput at Utah Point from 6.2 million 
tonnes in 2010/11 to 21.3 million tonnes (forecast) in 2015/16 would not have been 
possible. 

5. Marine Management 

The Cavotec mooring system was a critical part of the original design of Utah Point. The 
Cavotec mooring system is an automated mooring system that utilises suction pads which 
adhere to a vessel's hull instead of traditional tight mooring lines to hold a vessel at the Utah 
Point berth . 

The Cavotec mooring system is a key efficiency feature of Utah Point for the following 
reasons; 

5.1. Cavotec maximises the length ships to able to berth at Utah Point. 

The Cavotec system removes the need for lines under tension fore and aft on berthing 
vessels which means that vessels can occupy a greater proportion of the length of the 
wharf without the additional cost of constructing mooring dolphins. Maximisation of the 
length of the berth space is critical given that berth space is constrained by the 
presence of BHPB berths at either end. The longest vessel that has berthed at Utah 
Point was 272 meters. 



Port Hedland experiences significant tidal ranges of up to seven metres. The inner 
harbour experiences tidal currents of up to 2-3 knots and Utah Point also experiences 
the additional wave motion caused by vessels passing in what is the narrowest section 
of the inner harbour. Utah maintenance and operational staff have worked closely with 
Cavotec support to maintain and improve the reliability of the system in the~e 

challenging conditions. 

5.2. Cavotec reduces the time taken for ships to attach and detach at Utah 
Point. 

Compared to traditional berths using line mooring the use of Cavotec significantly 
reduces the time required to get vessels on and off berth . 

The Cavotec system also enables 'double shuffles' (off-berth I on berth process) which 
further improve berth efficiency. The Utah Point berth is vacant for only 30 (approx.) 
minutes during a double shuffle. Double shuffles cannot be executed during strong 
wind warnings and are coordinated by PPA's shipping schedulers. A double shuffle is 
afforded to Utah, when possible, in the context the Port Hedland shipping 
schedule. This means that Utah Point double shuffles occur only when they are not 
detrimental to other port users (in terms of their priority under the Port Hedland Vessel 
Movement Protocols). 

Utah Point double shuffles are requested when: 

• A Utah Point vessel is at anchorage; and 

• Proponents have declared cargo readiness. 

Vessels utilising Utah Point require less draft than cape size vessels and are therefore 
less likely to be tidally constrained. This is a key factor in enabling double shuffles at 
Utah Point by scheduling vessel movements before high tide or at the end of the 
ebbing tide. Larger cape size vessels are tidally restricted when leaving their 
respective berths. The opportunity to execute double shuffles at Utah Point is taken 
wherever possible. This also enhances the efficiency of the berth. This efficiency is 
underpinned by the reliability of the Cavotec mooring system. To date, there has not 
been a Cavotec failure during a double shuffle which as prevented a vessel berthing. 

6. Utah Point Project Financing 

Funding for the construction of Utah Point comprised of debt and user contributions as 
shown in Table 4 below. 

FUNDING COMPONENT $MILLIONS 

WATC Loan 193.7 

Junior Contributions 50.8 

BHP Billiton Contribution 70.0 

Total 314.5 

Table 4: Utah Point Funding Model 



User contributions took the form of prepaid revenue. The original facility agreements 
executed between PHPA and Utah Point users prescribed that these prepayments would be 
repaid by writing down the balance of each user's prepayment as facility fees were incurred. 
That is, rather being invoiced for facility fees, the value of the charge was applied to offset 
the outstanding prepayment balance. This practice continued until the prepayments wer_e 
fully repaid. The exception to this was Mesa Minerals. Due to low shipping volumes, Mesa 
had not been able to fully recover its prepayment by the time it ceased shipping. 
Accordingly, the Mesa prepayment was settled by way of a repayment in November 2015. 

Table 5 below summarises the prepayment contribution of each Utah Point user (interest 
bearing and non-interest bearing) and the month which final repayment was made. 

Interest 
Bearing 

Opening 
Balance 15.0 7.8 14.0 4.0 2.4 4.3 2.0 1.0 0.3 

$Millions 

Repaid Oct-13 Sep-14 Jan-13 May-12 Feb-12 Feb-13 Feb-12 Nov-15 Nov-15 

Table 5: Utah Point User Contributions - Utah Point User Prepayment Summary 

As can be seen in Table 2 prepayments generally included an interest bearing component. 
The interest charged on these repayments was based on the Commonwealth Bank 
Corporate Overdraft Reference rate (discounted by 3% ). This rate resulted in a higher cost 
source of finance than the comparable financing cost of the Utah loan sourced through the 
Western Australia Treasury Corporation (WATC). The BHP Billiton contribution was settled 
as a condition of the negotiations for the Deed of Amendment and Restatement (Harriet 
Point Agreement) in August 2012. 

Table 5 compares the effective financing rates applicable to user prepayments and the Utah 
loan. As can be seen in Table 6 the user prepayments were a more expensive source of 
finance. The financing costs associated with the WATC loan represent a composite rate, i.e. 
they include both the interest charge and the loan guarantee fee (which is effectively an 
interest rate premium). 

YEAR 
INTEREST RATE INTEREST RATE ON 

ON PREPAYMENTS WATC LOAN 

2010/11 7.64% 4.02% 

2011/12 6.98% 5.48% 

2012/13 6.38% 5.28% 

2013/14 6.38% 4.80% 

2014/15 5.38% 4.81% 

Table 6: Comparison Financing Rates 



The current balance of the WATC loan is $164.7 million. The loan is currently being repaid 
at $20 million per year with the next payment due on 15 June 2016. The loan is required to 
be repaid by 2020. At the current rate of repayment, this will require a balloon payment of 
$84.7 million in 2019/20. 

7. Pricing History 

Multi User Agreements for Utah Point were negotiated in 2012. These agreements 
supplemented the original facility agreements. During these negotiations Users were not 
prepared to vary uncommercial long term charges, or agree to "take or pay" or other risk 
sharing arrangements. As a consequence of these negotiations PPA continued to be fully 
exposed to the financial risk of the facility. 

Utah Point customers rejected PPA's preferred position of applying a single rate and take-or
pay arrangements during negotiations in 2012, instead opting for the current pricing regime. 

The following is a summary of the course of events leading to the current Utah Point pricing 
regime: 

• Initial pricing for the Utah Point was based on the prices charged at East side 
berths in Port Hedland and did not take into account: 

• the commercial requirement to make an adequate return on the capital 
invested into Utah Point; or 

• the availability of a new, higher performing asset at Utah Point. For 
example, the East side shiploader generally operates at a load rate of 300 
tonnes per hour (tph). In contrast, the Utah Point shiploader is designed 
for a peak throughput of 7,500 tph . This higher level of performances 
provides cost efficiencies for proponents. 

• As a consequence of uncommercial rates being changed in the initial year of 
operation (FY 2010/11 ), Utah Point's Return on Assets (RoA) was less than 
1%. 

• As a consequence of pricing negotiations PPA was able to secure an increase 
in the shiploader rate to $2.56 I tonne (from $1.79) in 2011/12. This increased 
Utah Point's estimated RoA to 6.2% in FY 2011/12. 

• The initial pricing was contained in "Facility Agreements" held by the foundation 
customers of Utah Point (Atlas, MRL, Consolidated Minerals, Moly Mines and 
Mesa Minerals). The pricing in these Facility Agreements was tied to an 
allocation which is also referred to as the "long-term" allocation . 

• In 2012, Government expectations of RoA were a minimum 12%. The target 
rate of return was not to be regarded as a "cap" where higher rates of return 



could be reasonably achieved based on market demand. Utah Point pricing 
negotiations were conducted to achieve a 12% RoA. Customers were uniformly 
unwilling to renegotiate prices/volumes from first principles, insisting that they 
maintained their existing rights under the Facility Agreements. Similarly, 
customers were unwilling to accept Take or Pay contracts. 

• Customer's reluctance to accept Take or Pay contracts placed the full downside 
risk of operating the facility on the Port and the State. 

• As a result, an additional rate was negotiated under separate agreements. 
These agreements were known as Multi User Agreements (MUAs). MUAs 
provided users with an additional allocation, which customers were keen to 
secure. 

• Under the MUA pricing structure all tonnes above the long-term allocation 
contained in the original Facility Agreements were charged at an additional rate 
of $2.98/tonne. Pricing under the MUAs was consistent for all customers. 

• With the adoption of the MUA pricing mechanism, future Utah Point price 
increases were limited in line with an agreed rise and fall formula to provide 
customers with greater price certainty and to maintain price increases in line 
with cost inflation. 

The original MUA rate of $2.98 was based on the following: 

1. Asset Value: $305 million - the cost of building the asset assumed to be equal to 
Deprival Value at this early stage of the asset's life. 

2. Annual Tonnage: 13.4 million tonnes - tonnage volumes were based on long
term projections provided by Utah Point Users. 

3. Rate of Return: 12% 

It should be noted that the 13.4 million tonnes comprised a 'stretch' 3.21 million tonnes that 
PPA included as "unallocated" to reflect additional tonnage. Adding the additional tonnes 
had the effect of reducing the MUA rate compared to what it would have been had PPA 
relied solely on proponent throughput estimates. 

8. Financial Performance 

Table 7 below shows the operating profit for Utah Point year on year from 2012/13 to the 
YTD March 2015/16. The financial information presented is an unaudited Management 
Accounting view of Utah Point and is consistent with information provided to the Asset Sales 
Unit (ASU) for the divestment process. 



SUMMARY FINANCIAL INFORMATION - UTAH POINT 

FINANCIAL YEAR 2012/13 2013/14 2014/15 2015/16 
March YTD 

Revenue -· 
Pilotage 1,709,483 2,532,696 2,900,807 2,360,470 

Tonnage 1,861,445 3,241,953 3,263,074 2,797,744 

Berth age 1,806,897 2,528,071 2,222,638 1,827,365 

Wharfage 14,550,296 22,844,324 24,714,806 20,626,683 

Shiploader 33,394,811 51, 150,883 54,213,500 45,335,769 

Facility Charge 16,215,926 47,009,325 45,357,334 34,351, 144 

Port Improvement Rate 0 1,910,500 2,279,900 1,892,200 

Other: 

Security 277,784 416,366 427,385 373,958 

Leases 1,772,201 3, 178,565 4,033,926 1,865,753 

Utilities 5, 106,974 5,526,059 6,506,771 5,874,384 

Non - Operational 219,999 530,124 323,092 909,400 

Total Revenue 76,915,817 140,868,865 146,243,233 118,214,868 
Discount n/a n/a n/a (33,031,486) 

Net Revenue 76,915,817 140,868,865 146,243,233 85,183,382 
Expenditure 

Operations 6,017,564 5,873, 106 4,899,615 5,689,749 

Utilities 5,615,904 6,262, 177 7,527,716 6,720,400 

Staff Housing 2,231,842 2,438,303 2,460,015 1,396,657 

Interest 11,108,914 9,356,877 8,221,029 3,884,392 

Depreciation 14,839,244 14,963, 132 15,091 ,549 11,237,729 

Maintenance 14, 111,808 20, 122,838 25, 191 ,842 10,758,969 

Overheads 12,877,725 14,434,894 12,645,578 10,560,598 

Total Expenditure 66,803,001 73,451,327 76,037,344 50,248,495 
Profit excl. PIR 

10,112,817 65,507,039 67,925,989 33,042,688 (before tax & div.) 

Profit as a % of total (incl. PIR) 13.1% 47.1% 47.2% 39.7% 

Profit incl. PIR 
10, 112,817 67,417,539 70,205,889 34,934,888 (before tax & div.) 

Profit as a % of total (incl. PIR) 13.1% 47.9% 48.0% 41.0% 
Table 7: Financial Summary 2012/13-2015/16 

The committee should note that the information above includes an attribution of PPA 
overheads to Utah Point. Should the asset be divested, these costs are unlikely to be borne 
in full by a new operator. However, due to the potentially diverse field of bidders it is not 
possible to reliably estimate the extent to which a new owner's overhead costs would 
substitute for the PPA overheads included in this model. 



9. Summary 

PPA has consistently improved the operations, and commercial viability of Utah Point since it 
commenced operations in September 2010. These improvements have culminated in an 
expected throughput of 21 .3 Million tonnes for 2015/16 and an estimated facility profit of 
$41 .3 Million (after price discounts). These results have been achieved with minimal 
increases in staffing while maintaining a strong safety record and best in class environmental 
outcomes. 

PPA would be pleased to clarify any of the information presented in th is document should 
additional information be required . 

r Johnston 
F EXECUTIVE OFFICER 


