9.2

9.2.1

Financial Analyms

in this Sub-Chapter, (1) bus terminal, (2) bus company, and (3) railroad wil
be sub;ected to rough financial analysis, which will help in determmmg a basic
policy concerning the degree of public participation and the degree to which the
potentials of the private sector may be utilized in or for thesa public transport
projects.

Bus Tgrminai

Some bus terminals consist of only the necessary minimum of facilities: berths,
a booking office, and a waiting room. Whereas, some bus terminals have,'e's'tab!ished
together with the terminal building itsetf, certain’ com’mert:ial/service facilities on the
terminal premises. The latter type, which may be referred to as “bus termlnai com-
plex’’, are more advantageous than the former type m that:

© The estabhshment of commermal/serwce facilities on the bus termmal premi-
ses will result in an mcreased revenue—an increase much greater than the resul-
tant increase in the constructlon cost

& Such increased revenue from commercial facmtles is supported by the fact that
the terminal’s power of gathering peop!e is avallable to.the locating commercnal
enterprises. '

_ Generally, the operation of a bus termmal relylng only on the termmal revenue '
is difficult, as such revenue is insufficient to cover the amortlzatlon of the const:uctlon
cost and mterest thereon. Therefore, for the purpose of the financial analysm hereby,

it is assumed that all of the bus terminals to be established in Davao City _w_l_li have -

commercial facilities on the same premises and that the revenue from the commercial
facilities wiil be sufficlent to pay for the terminal (and the commercial facllltles) cons-
truction costs. (Needless to say, the establlshment of such commermal facilities to-
gether with bus terminal with few be_rths——such as those in Cabantian and Ma-a—will

be unrealistic, but it is assumed ‘that the bus terminal compiex scheme is app!icable
to the terminals to be establish:éd in Davao City as a whole.} Under this assumption,

the terminal operatlon will break even if termma! revenue will cover the terminal

operation cost,

Bus terminal operation cost is estlmated for years 1985 through 2000 and shown
in Table 9.4, together wath average amounts of operation cost per vehicle {bus units)
per month, per berth per month;, per vehicle- kliometer and per passenger-kilometer.

‘All of these average. costs but per berth/month cost are !arge in the year of operanon

commencernent {1985) when the utilization rate of the bus terminal is stlli low, decline
rapidly theréafter as the business enlarges to enjoy the economy of scale and flnaily

_reach the one-fourth or-one-fifth of the 1985 level in the year 2000,

Average operatlon cost per vehlcle kliometer is estimated at 0.358 pesos in 1985 .
and 0084 pesos in 2000, which amount to 16% and 4%, respectweiy, of the bus.
operatlng ‘cost of 2,226 pesos. per umt per kllometer assuming the operation speed of

1 26.6 kllometers per hour (per the Nlasterplan) Average operatlon cOSst per passenger-

kilometer is 0.016 pesos in 1 985 and 0.004 pesos in 2000, wh_lch correspond to 12%.
to 3%, respectively, of the present basic bus/PUJ fare rate of 0.13 pesos per passenger
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per kilometer, Thus, terminal operation cost in terms of average per vehicle-kilometer
and average per passenger-kitometer is a fair burden on the terminal business operation
in the initial year, but it subsequently dwindles and aVera_ges out to only about 5%
of the vehicle operating cost and about 4% of bus fares throughout the entire 16 years
under review. Then, it may be concluded that the operation cost will only be a smal!
burden on the operation of bus terminal business.

Bus terminal revenue comprises berth use charge ‘and booking office use charge
both received from bus company(ies}. Instead of estimating these charges by certain
average unit value, such as per berth or per gach bus departure and artival, the terminal
revenue is assumed to be the amount equal to 110% of the terminal operation cost
{that is, the cost plus 10% profit to the terminal company) for the purpose of this
analysis. The effect of this assumption on the bus company witl be discussed through

the analysis of cash flow under the next title of bus company financial analysis.

Tabhle 9.4 Bus Term.inal Operating Cost {at 1980 Prices)

19990

Year 1955 1986 1987 1938 1989
Manpower Cost (FDO0) )
@ Management Suaff (5) .
1#56.000fheacfyear} 480 480 480 480 480 480
® Clerical & Technica! 26 32) @2
{#18,000/headyear} 463 468 468 576 156 756
® Buitding Care, Security and Other Janiterial (t4) {161 (N
(#4,800/headfyeary o7 67 67 9t 149 140
# Sub-Totel 1,015 1,015 1,015 1,147 1,385 1,385
Utifities Cost (PODO)
(#2.00/mimonth) 600 600 5] 1,176 1,538 1,536
Maintenance Cost (#000}
{1% yearly of const. cost} 120 120 120 225 308 306
TOTAL OPERATING COS5T (P00} 1,735 1,735 1,735 2551 3227 3,227
Mo. af Bus Units Operating¥/ a5 72 ) 126 153 180
Ne. of Berths of Buz Terminals 49 49 49 100 124 124
Annual Vehicle-Kos. ef Bus {000) 44853 78 10,831 13984 16,980 20118
Annual Passanger-Kms. of Bus {000) 106,755 172,055 238,288 305,456 373,558 442 6594
Tenmninat Dperat’i;xg Cost {#)
peri
Bus Unit per Manth 3,213 2,008 1,460 1.697 1,758 1,494
Bus Berth per Manih 2,951 24351 29651 2,126 2,169 2,169
Webicle-Km. 0358 0222 0160 0.184 0,190 4160
Passenger-Km, 0,018 0.6t0 0007 0.008 0,009 | 0,007
. Year 14953 1892 1993 1994 1995 1935 1997 1938 199¢ 2000
Hanpower Cost {POGO)
© ansgernent Staff . . : -
{Pa6,000/headfyear) 480 480 480 480 480 480 480 480 480 430
@ Clerical & Technicat {49} a7 149) 59} {&1)
P 18,000/ head/lyear) . oz 846 848 882 83z 1.062 1,008 1,098 1,098 1,088
@ Buikling Care, Security and Othar Janitorial {32) 1331 . 38) .
{*4,800/head/yz=ar] 154 168 158 158 158 182 182 182 182 182
® Sub-Total 1426 1,484 1,484 1520 1,520 1,724 T 760 1,760 i,?BD 1,762
utitities Cost {F 000} . : .
{#2.00/m/month} 1,656 1,704 1,704 1,752 1,752 2,232 2,304 2,104 2304 2,304
Maintznance Cost FOGG) T
[1% yearly of const. cost) 330 344 249 395 355 459 478 478 478 478
TOTAL OPERATING COST {000} 3412 3,532 3532 3,627 3,627 4415 4,542 4542 4,542 4,642
e of Bus Units Operaiingy 207 234 261 288 . 316 342 asg 308 423 . . 459
No. of Barths of Hus Terminals 130 134 C1n 137 137 170 1%7 177 137 177
Annual Vehicle-Kms of Bus {060} 23,298 26,521 3,787 . 33,095 36,445 39838 43,273 48,151 60,272 53,834
Aanua! Passangac—Kms. of Bus (000} B12566 693472 655,312 728086 801,708 876438 952015 1028517 1105973 1,184053
Terminal Operating Cost [#) - . .
per: - .
Bus Ul\i!_ per Month 1,374 1,258 1,128 1,049 650 1076 1,088 55 B85 841
Bus Berth per Mooth. - 2,187 2,107 2,197 2206 2206 2,164 . 2,138 2,138 C 2438 2,138
Vehicte-Km. ¢.146 0.133 0.119 0110 0.100 0111 0,105 0.097 0.020 0084
Passenger-Km. " 0.007 0.006 0.005 0005 . 0.00% 0.005 0.005 ‘0,004 6.004 0.004

lj 90% of Flest
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9.2.2 Bus Company

The financial feasibility of the propo'sad bus company is assessed thlough' a cash
flow analysis. This analysis assumes the foilowmg, and the assumed values are present- .
edi in Table 9.5,

® Revenue

The revenue of the bus company solely depends on bus fares received
from passengers. The same tariff system as that of bus/PUJ in 1980 is assumed
applicable up to the year 2000: that is, 0.65 pesos for the first five kilometers

. and 0.13 pesos. for each additional Kilometer. The passenger demand on bus
service is estimated at the average trip length of 11.4 kilometers and 10.6 kilo-
meters in 1990 and 2000, respectively. Based on the distribution of trip
lengths, the bus fare {revenue of bus company) per paséenger-kilometer is esti-
mated at 0.136 pesos and 0.138 pesos, respectively for these years. These esti-
mates are extrapolated or interpolated to obtain average fare per passenger- -kilo-
meter for each of the years from 1985 through 2000. Then, the average fare
per passenger-kilometer is multnplled by the total passenger- kilometer values to
arrive at the amount of revenue estimated for each year.

# Capital Cost

The capital cost of the bus company. consists of the procurement cost of
buses and the construction cost of ancillary facilities (the north'and south bus
depots, office, bus stops, etc.) In other than the year of commencement (1984-
1985}, the bus flest is to be augmented by an iricrement of 30 units of buses
each year, according to the plan. Due to the useful life of eight years of buses,
however, _th'e replacement of obsolete buses must be started in-1993. The north
and south bus depots are to be expanded in 1995 and 1998, respectively, in
response to the expansion of bus operation. The office is to be established in
1992 to unify the previously geographically dispersed functions. Bus stops are
to be mstalled at the average intervals of about 500 meters.

» Operatlon Expense

~ Operation cost of the b_lis company consists of vehicle operating cost, ter-
minal expense, and other operational expenses. Vebicle operating cost is cal-
‘culated based on the unit values arrived at by deducting bus.depreciation -
expense and the opportunity cost of capital from those shown in Tables 5.9
and 5.10 of Chapter Five, because the procurement cost of buses have already
been accounted for as a part of the capital cost. Terminal expense to the bus
company is a total of the termirial operation cost and a 10% of this cost as
profit to terminal company, as discussed in the above. Other operational ex-
penses are personnel expense and -building maintenance/administration ex-
pense, the former being calculated excluding drivers,; conductors, and repair
shop workers (which are all included in the vehicle. operating cost), and the
latter beihg assumed to be 1% of construction cost.

"The above discussed data (see Table 9. 5) are used for the cash flow analysrs The
following are assumed: :
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Capital: While a commencement cost is required at the time of starting a busi-
ness in the amount equal to usually about 5% of the amount of initial invest-
ment, the amount of capital is assumed aquai to the amount of this initial
expense, estimated at one mllion pesos. :

Inflation rate: The rate of price increase is assumed to be 12% per year.

Long Term Loan: Long term loan for 20 years, with a grace period of b years,
and the interest rate of 15% per annum, is assumed to meet only the capital
expenses, '

Short Term Loan: Short term loan is assumed to be obtained only for the
purpose of meeting fund shortages from time to time; interest rate, 20% per
annum.

Tax and Dividend: Disregarded

The result of the cash flow analysis is shown in Table 9.8, from which the profi-
tability of the bus company can be judged as follows:

L]

]

Generally, the profitability is extremely good. Although fund shortage {maxi-
mum being under 10 million pesos) might be experienced in the initial two
years of the business, the shortage is quickly recoverable.

Ignoring tax and dividend, profit will be carried forward each year and will
accumulate to a great amount; in the year 2000, profit carried forward from
the previous year will nearly equal the year's total revenue. Considering tax and
dividend, the continuation of sound business is stitl predicted.

The redemp_tion of the long term loan will be accomplished without difficulty.

Inasmuch as said excellent result has been indicated through the cashflow analysis
assuming a small amount of capital and a commercial interest rate—a stern situation,
the financial feasibility of the bus company must be said very high. This is chiefly
because bus company requires a relatively small amount of initial investment and {oan
interest constitutes a light burden due to.the yearly expansion of business, as it will be
clearly undarstood in contrast with the result of financiat analysis of railroad hereun-

der.

Lastly, factors which can deteriorate the financial condition of the bus company,
and, therefore, care should be used against, are as follows:

]

Discount Fare System: While up to about 15% fare discount will be tolerable,
judging from the result of the above cash flow analysis, an excessive discount
can impair the company’s profitability.

Operation Rate: The above analysis assumed 80% operation of all buses, and,

therefore, inadequate maintenance and a consequentlal greater down time of
buses will-result in a Iower operation rate to impair the profitability from what
was indicated by the analysis. .

Road Congestion: If the average bus operatmg speed of 26.6 kilometers per
hour, assumed in this analysis, cannot be maintained due to road congestion,

the operatmn rate of buses will drop and bus operating cost per vehicle-kilome-
ter will rise with no |ncrease in fare intake, thereby derogating the profitability,
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Table 9.5 Estimated Revenue, Capitat Expenditure and Operating

Cost of Bus Company (at 1980 Prices)

— 293 -

] ‘i Mittion)
Year 18984 1482 1983 1984 1885 1986- 1987 1983 . 1959 - 1830
REVENUE - - - — 144 23.3 323 41.5 508 60.3
) CAPITAL EXPENDITURE B
’ (50) 1300 300 130} 3o 30
® Purchasa of Bus Unlts - - - 107 - :E} 6.4 6.4 6.4 64
@ Supporting Facilities
- Northera Degot - - - 19 - - - - - -
— Southgm Depot - - - - - - - 54 - -
~ Offics - - - - - - - - -
— Miscallaneous - - 041 - - — - - -
* Totai Capltal Exponditura - - - 127 - 64 6.4 ns 64 . 64
OPERATING COST
@ Vehicle Opaerating Cost excluding
Depraciation and Capital Opp, Cost - - — - 83 133 186 3.7 289 343
®  Terminal Cost - - — - 19 19 19 28 35 35
Miscellangous
— Manpowar Cost excluding )
Drivers, Condustors & Mechanies - - - 26 3.6 36 39 472 45 58
— Building Maintenancs —- - - 0.0 00 0.0 0.0 0.0 00 . 0.0
® Total Operating Cost - - - 26 138 188 C 243 307 369 436
) Year 18991 1892 1993 . 1984 1985 19386 1997 1998 1889 2000
REVENUE 69.9 791 897 2938 - 1100 | 1205 1o 141.8 1526 163.7
CAPITAL EXPENDITURE
300 {30} (80} {60} {60} [ 0] {60 {60} (60} 60}
® pyrchase of Bus Unity 64 6.4_ 174 28 28 128 128 128 128 128
® Supporting Facititias )
— Northern Depot - - —- - 3.1 — — - - -
— Southern Depot - - - - - - - 36 - -
— Dfficy - 18 - - — - — _ _
- Miscellansous -00 80 - 0,0 - - — — - -
# Total Capital Expandi.ture 6.4 82 171 128 198 128 128 164 128 128
OPERATING COST
®  Vehicle Operating Cost excluding ]
Depreciation and Copital Opp, Cost 397 452 508 56.4 £2.1 679 738 79.7 85.7 . 978
# TYerminal Cost 38 39 39 4.0 40 49 50 - 5.0 5.0 5.0
® Miscetlaneous
—  Manpower Cost excluding
Drivers, Conductors & Mechanics 6.1 . 64 6.7 1.0 . 82 83 86 8B 9.1 103
— Buitding Mointanance 20 0.0 00 -0 0.1 0.1 0.t 0.1 01 0.1
® Total Operating Cost 496 ‘555 614 - 674 744 81.2 875 936 999 107.2



Table 9.6  Pro Form a Cash Flow of the Proposed Bus Company

2) Loan Terms: Lengterm lgan paysble in 20 years including 5-year grace period with an intesest raie of

16% p.a.

15% p a.
Short-term loan with aa interest rate of 20% pa,

3} Capital is assumed at 1.9 million, which is considered &5 8 commencement cost.
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i Aillien}
19491 1882 1983 1984 1985 1986 1987 1988 1988 1950
1. Revanue - - z - 264 46.0 14 102.9 1409 1873
2. Operating Cost
a. Vehicle Oparating Cost
excluding Depreciation .
and Capitat Opp, Cost - - - - 146 263 408 58.6 803 106,56
B, Terminal Cost - - - - 34 38 42 6.9 o8 11.0
¢. Miscallansous - - — 4.2 4.2 11 88 10,6 126 18.G
3. MNet Income bafere Depreciation - - - a2 32 288 8 268 382 518
4, 8atance Brought Forward - - — - - - — 34 188 a1.8
6. Sub-Total {3+ 4) - - - 42 3.2 88 1738 30.2 57.0 938
6. Interest
a, on Short-Term Lean §20%] - - - - 14 17 1.2 - e -
b. on Long-Term Laan {15%) - - - 30 a0 49 70 114 LX) 166
7. Loan Repayment
a, of Short-Term Loan - - - - 22 62 - - -
b, of Luné-Te;m Lgan - — — - — - - - 1.3 $.3
8. Balance Carried Forward - - - — B 34 188 418 75.7
9. Loan Accouny
a. of Short-Terrn Loan — - - 72 84 8.2 = - -
b. of Long-Term Loan — - — 199 199 325 46.7 759 a9z4 1110
1991 1992 1892 1994 1995 1994 1997 1938 1989 2000
1. Revanue 2433 3105 3914 4872 6021 7387 8924 1.0804 13143 1,5679.1
2. Operating Cost
a. Vehicle Operating Cost .
excluding Depreciation
and Cspital Opp, Cost 138.1 176.1 215 2157 3400 416.2 5064 6127 1319 885.0
b. Terminal Cost 131 15.1 170 195 218 298 .34.3 354 430 48.2
¢. Miscallancous nz . 248 283 342 454 51.6 59.6 68.1 185 100.4
3. Net Inceme befose Depreciatien 70.7 944 1226 1583 1949 2411 2989 nz 4546 6455
4. Balance Brought Foryard 197 1245 1918 2759 385.1 514,2 6126 BBH2 1,1436 14627
6. Sub-Total (3 + 4) 146.4 2189 3154 4342 580,0 755.3 9785 1,236.4 1,398.2 2.013.2
6. Interest
a. an Short-Term Loan {20%} - - - — - - - - - —
b, an LongTerm Loan {15%) 19.7 240 a4 429 582 636 80.1 96.6 1101 1245
7. Loan Repayment '
8. of Shedt-Term Loan - - - - - — - - - ~
b. of Long-Term Loan 22 31 5.1 6.2 7.6 91 1.2 6.2 224 276
6. Bal.anue Carsied Forward 1245 1918 2759 385.1 574.2 677.6 8852 41,1436 1,452.7 1,861.1
9. Loan Account
a. of Short-Term Loan — - - - - - . - —_ -
b. of LongTerm Losn 131.2 iSD.Z 2296 2862 387.7 457 1 5339 6439 7338 3208
MOTE: 1) Inflation Rate is sssumed at 12% pa,



9.2.3

Rallroad

The financial feasibility of railroad will be assessed through a cash flow analysis,
as in the case of bus company. For the sake of this analysis, the year 2000 is used as
the year of the commencement of railroad service. Other assumptions, fisted in Table
9.7, are calculated as follows: '

e Revenue

It is assumed that pa'sserjger_ demand on railroad will inctease by an
average of 3% per year in terms of passenger-kilometers, of which valug in 2000
is discussed in Chapter 7. The same fare rate as that of bus in the year 2000

{0.138 pesos per passenger-kilometer) is used for railroad in order to be com-
parable.

e Capital Cost

Capital cost comprises land acquiSition/compensation expense, construc-
tion expense, purchase cost of rolling stocks, and equipment and parts expen-
ses, which are estimated in Chapter 5 and énumerated in Volume IV 3.8. n
view that additional rolling stocks will be purchased as’demand will increase,
the purchase cost of rolling stocks has been estimated asauming' that, wheh the
ratio beween the number of passengers and the passenger capacity in certairi
section has exceeded 1.2, based on the esttmated demand for that section, the
quantity of rolling stocks to bring the ratio down to 1.0 will be’ purchased In
this regard, it is assumed that the train service frequency will. be held constant,
but the train will be shifted from one-car train to two-car train as demand will
increase.

e Operating Cost
Operating cost is divided into fixed costs which-are interrelated with capi-

tal cost, and variable costs which are interrelated with the value of train-kilo-
* neters. '

Fixed Cost: _
. Maintenance Cost: Assumed to be one percent per year of the capital -
cost less land acqutsmon/compensatlon cost

ii. Personnel Expense Assumed to be 11.7 mllllon pesos per year (16,000 -
" pesos per year x 730 persons), with the estimate of Light Rail Transit
System for Metro Manila in reference '

iii. Electri¢c Power Cost: Assumed to be 0.9 million pesos per year, estima-
ted from the Manila LRT's estimate (1.32 million pesos per year) at the
. proportion of empioyees (1,030 vs. 730).
Variable Cost

i. Material Cost: The estimate of 3.26 pesos per train-kilometer {2-car
train) for Mamla LRT .is used for 2-car trains and 70% of same 1s
used for 1-car trains.

ii. Personnel Cxpense Assumed at 90% of 0.75 pesos for train- kllometer
for Manila LRT
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ii. Electric Power Cost: The estimate of 4.24 pesos per train-kilometer
{2-car train) for Manila LRT is used for 2-car trains and 70% of same is
used for 1-car trains. ‘ '

The data of Table '9.7, pstablished under the above conditions, were used for the

cash flow analysis. The same analysis conditions as bus company were used, except for

_the amount of capital which was estimated at 338.7 million pesos, or equivalent to the -

total of land acq_uisition/compensation cost plus one-half of the construction cost. The

result of this analysis is presented in Table 9.8. From this resuit, the profitability of the
railroad can be summarized as follows: '

¢ The profitability is generally poor. Long term loan interest is a substantial
burden in the initial years of operation. '

e The utilization of short term loans will become inevitable in order to pay the

long term loan interests, but the redemption of the short term loans will

be difficult and their interests will accumulate to the extent that additional
short term loans will become necessary-- a vicious cycie.

It is evident from the above analysis that the operation of railroad, on commercial
basis, will be extremely difficult. Particularly, interest on the long _term loan, necessary
to fund the huge @mount of initial investment, is the chief cause of unfavorable profita-
bility. It is not exaggeration to say that the railroad operation will be impossible as
jong as the necessary long term loan has to depend on private sources. Table 8.9 shows
the result of cash flow analysis assuming a long term loan interest rate of 3% per an-
num (with everything else constant), and, in this case, the financial condition of rail-
road is indicated as being very good.
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Table 9.7

Estimate of Revenue Capitai Expenditure and Operatlng Cost of
Railroad (at 1980 Prlces)

]

05

- a7

1989 2000 0z 03 o [ 03 [121] 10
Passenger Demand - 848 876 839 926 as57 984 1,014 1,044 1,075 1,105 1,139
(Million Passenger-Kms, p. a.} ,
No. of Flolting Stock Required — G0 60 60 7 n T 7 " 71 " a1
TrainKms, (Million p.a.) )
— Qne-Car Train — 5.63 5,63 683 457 457 457 457 457 457 457 352
— Two-Car Traln - - - - 106 106 1,06 106 - 105 106 106 2
REVENUE {F Million p.a.) — 170 1208 1241 _ 1278 1323 1358 1398 14414 148.4 1626 164,2
CAPITAL EXPENDITURES (P Miliion p.a.)
® 1initial Cost for Land
Land Acquisitian, Civil
Waorks, Rolling Stock and
Gthar Equipment 1,380.6 - - - - - - - - - - -
® Cost for Additional
Rolling $tock - - - 842 - — - - - - 7656
QPERATING COST [ Millionp,a)
® Fixed Cost : . .
— Maintenance - 132 132 132 4.1 149 141 14,1 141 14.1 14.1 148
— Manpawsar - 117 1.7 1.7 1.7 1.7 1.7 iy 1.7 1.7 iz 1.7
— Electricity - 09 69 02 09 08 09 09 08 0g [13] 09
® Variabla Cost B : X
- Material/Equipment - 128 1287 128 139 138 138 138 138 138 139 149
== Manpowwr - 38 38 38 38 as 38 RE:] 28 38 338 38
— Electricity ) - 167 167 16.7 181 . 18.1 181 IB1 18.1 181 181 194
# ‘Overhead {10% of the above) - 59 59 59 5.3 6.3 63 B3 6.3 8.3 63 66
® Sub-Total - 65.0 650 65.0 688 688 8838- 638 68.8 688 6838 72.1:
1 12 13 14, 16 % 17 18 RE
Passengar Demand 4,133 1,210 1247 1,284 1,322 1,362 1,403 1,443 1,487
{Miltion Passenger-Kms, p.a.) . _
No. of Holling Stock Required 3] $ 81 C 81 81 97 97 97 97
Train-Kms. [Millivn p.a.) N .
— Qne-Car Train 3.52 352 3.52 352 352 . 136 1.76 -1.76 1.76
— Two-Car Train 2n 21 21 211 211 387 387 387 387
REVENUE {# Millionp.a.l . 161.9 161.0 arral 1772 1624 188.0 193.6 1994 205.2
CAPITAL EXPENDITURES i Million p.a.)
#® initial Cost for Land
Land Acquisitien, Civil
Works, Rolling Stock and
Other Equipment - - — - — — - - —
® Cost for Additional
Rolling Stock - - - — 1225 - — —
GRPERATING COST (* Millionp.a)
# Fixed Cost . A .
— Maintenance 148 143 148 - 148 a8’ 164 16.1 161" 181
— Manpower 1.7 1.7 113 1.7 "z 17 11,7 - 1.7 1.3
— Elsctricity 0g 09 03 039 03 02 08 LIA:] 09
* Varigble Cost ]
— Material/Equipment L3 149 149 4.9 ‘149 16.6 16.6 165 168
— Manpower 38 38 38 38’ 38 38 38 38 38
— Electricity 194 194 194 184 94 218 2186 2186 216
& QOverhesd {10% of the sbove) 68 . B8 66 66 66 74 7.1 IA ] 7.1
®* Sub-Total: Fral R ral 721 724 T12a LEE:) 778 - 118 718

Nate:

Prices are indicated in 1980 prices,
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Table 9.8 Pro Forma Cash Flow of the Proposed Railroad

{# Miltion)
. Yaar 2000 1 2 3 4 & G 7 8 9 10
1. Ravenue - 130 1615 1743 2014 2328 268.0 3093 31568 41116 4736
2. Qperating Cost - 728 816 91.3 1083 1212 1358 1521 1703 190.8 213.7
3, Net Income befors Dapreciation - 682 700 3.0 928 1116 132.2 1672 18656 220.7 2698
4. Balanco Brought Foreard - - - - - - - - — —
6. Sub-Total i3+ 4] ° — 68.2 100 " 830 928 1116 132.2 16412 186.6 2207 260.9
6. Intergst
a. on Short-Term Loan - 333 61.7 93.3 128.7 1732 2354 303.7 3185 460.1 5505
by, on Long-Term Loan 166.6 166.6 1666 166.6 186.5 1764 164.3 153.2 1421 1296 1172
7. Loan Repayment .
a. of Short-Term Loan - - - - - - - — — - —
b. of Long-Term Loan — — — - - 741 741 741 741 829 82.9
8, Balance Carried Forward - - _ - — - - — — - —
9. Loan Account
3. of Short-Term Loan 166.6 308.3 466.6 8435 865.6° 1,170 15186 1,892.4 230086 21525  3,2432
b. of Long-Term Loan 1,108 1,1109 1,109 11109 1,2434 1,168.3  1,0952 t.021.1 947.0 8641 1812
Year 1 12 13 14 15 16 7 19 20
1. Revenue 546.8 6308 7287 8411 969.9 1,113.2 1,290.8 14838 1,71a8 1.,97194
. 2. Operating Cost 2508 2809 31986 3524 3246 4420 534.2 588.3 G70.1 " 7505
3. Net Income before Depreciation 2960 3499 4141 488.7 575.3 676.2 7566 8205 1,044.7 1,2289
4. Balance GBrought Forward — e - — —_ ) . — ) - —-
5. Sub-Fotal {3 + 4) 286.0 3499 414.1 488.7 5753 676.2 7566 8005 10447 12289
6. Interest .
a. on Short-Time Loan 648,6 7647 890.7 1,0285 1,172 1,327 1,4933 1,699.0 1.915.9 2,142.4
B, on Long-Term Loan 144.7 132.2 1198 1074 4.9 %8 1909 1758 160.7 1456
7. Loan Repayment
a. of Short-Term Loan — - - - — — - -
b. of Long-Term Loan 829 829 829 829 8239 1006 1806 100.6 1006 006
8. Balance Caryied Forward - - - — - - - -
9. Loan Account
a. of Short-Term Loan 38234 44533 5,1328 58607 6,635.3 7.466.6 8,404.8 9,579.7 10,1122 118719
b. of Long-Teem Loan o644 8815 798.6 7i5.7 6328 5322 1,272 1,172.1 107156 8709

Note: 1}

Inflation rat2 is assumed at 12% p.a.

2) Capital is essumed at #338,7 million, which is a total of lend acquisitionfeompensation cost and a balf of Civil Works
cost. Total Enitial Cost is P 1,449.6 miliion, including 5% of commencement cost,
3} Loan Terms: Long-Term loan is payable in 20 years including b-year grace period with an interest rate of 16% p.a.

Short-Term toan with an interest rate of 20% p.a,
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Table 99 Pro Forma Cash Flow of the Proposed Railroad

™ Million)
Yaar 2000 1 2 T3 4 5 6 7. B 9 10

1. Revenue - 1310 161.6 1743 2014 2328 268.0 309.3 3568 ANG. 4736
2. Operating Cost - 728 815 91.3 1083 121.2 1358 1521 170.3 190.8 2137
3, Net Incomao bofore Depreciation - 68,2 0.0 B3O 928 16 1322 157.2 1865 2207 2699
4. Batance brought forward — - - - 419 9.2 878 107.6 165,00 234.3 3419
5. Sub:Total (3+4) - 682 00 830 1342 2028 2200 2648 3415 456,0 Gore
6. Ilnterest o

a. oa $hort-Term Loan — 78 55 04 - - - s — - -

b, on Long-Term Loan 8.9 B9 . 3O 389 4386 4098 383 35.7 31 30.2 21.3°
7. Loan repsyment )

a. of Short-Term Loan - t15 256 18 — - — - - — —

b. of LoRg-Term Loan — - - - - M.t 74,0 R ER 741 829 828
8. Balance carried forward - - - 19 912 878 1076~ 1550 2343 3419 4916
9. Loan Account

a. of 5hor:'Ts_rm Lozn 389 2714 1.8 - - - — - = — -

b. of Long-Term Loan '1,110,9 1,1109 1,110.9 11109 1,2434 1,16.9..3 10052 10214 9470 864.1 1812

Year ! 12 i3 "1 1% 1® 17 18 T 20

1. Revenua_ 546.8 - 6308 7287 8411 9609 1,118.2 1,208 146888 1,72438 19794
2, Operating Cost /08 2809 3146 3524 3946 4420 534.2 5983 672.1 7605
3. Met Income befora Dapreciation 296.0 33439 4141 4887 _5?5.3 676.2 ’ 7586 890.5 I 044.7 1,2289
4, Balance brought forward 4916 6709 | a07.0 1,210.2 1,591.0 ’ 2,861.3- 26183 '3,2298 3 9]’8 7 4,885.3 "
5, Sub-Total {3 + 4} 1816 10208 1,321;1 : 16689 2,166.3 2,71375 3,3749 41203 5 DQG 4 - 81142
6. Interest )

a. on Short-Term Lean — — - - - - - - - E -

b. on Long-Term Loan 338 309 28.0 250 221 18.6 445 41,0 375 - 340
7. Loan repayment ’ :

a. of Short-Term Loan - - - - - - - - — -

b. of Long-Term Loan 829 829 829 829 82.9 100.6. 1006 1006 - 1006 1006
8. Batance carried forward $70.9 8070 1,2102 1,591.0 2,0613 . é,615.3 T 3,2208 349787 4,885.3 59796
9. Loan Account

a. of Short-Term Loan — - - - - - - - - -

b. of Long-Term Lean 1,964.4_ .. 88156 7968 7167 6328 5322 . V227 i,172.1 10715 9709

Note: 1}

ln!rauon rate is assumed at 12% D&,

2} Copital is sssumed st P338,7 million, which isa total of land acquismon!compensanon cost and a haif of Civil Works
. cost. Tatal Iritiat Cost is #1,449,6 million, including 5% of commencemant cost.
3} Loan Terms: Long-Term loan is pavabla in 20 years including 5-year grace period with an interest rate of 3. 5% p.a.
Short-Term loan with an interest rate of 20% pa.
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10.1
1)

CHAPTER 10

RECOMMENDATIONS TO AUTHORITIES

Institutional

Enforcement.

It is recommended that the authorities enforce strict controls over traffic viola-

tions and PUJ operator violations, which, incidentally, will stir'nulatethe_ fosteration

of law abiding citizens, l.and developers should be severely punished for the violations

of building and land development standards provided for by laws and regulations.

(n

{2)

{3)

{4}

Traffic Vto[atlons

in the interest of safety, the authorities should enforce stncter controls
over the violations of speed limits, left-turn re_strlctlons, and stopping require-
ments, as weil as the disfegard of traffic signals and operation .in the opposit .
direction on ohe-way streets. Control against illegal parking will be essent_iel
not only for the smooth flqw of traffic on the road but also for acce_lei_‘ating
the establishment of parking lots. Inevitable for the enforcement of stricter
controls over traffic violations will be the strengthening of CHPG and INP en-

~forcement personnel; the size of the preeent CHPG steff in Davao City is only

27, wh|ch is mddequate for the accomplzshment of the duties.
Enforcement Officer’s EthIGS

Important, along with the guantitative enlargernent of -enforcement - staff,

“will be their qualitative up-grading. Unless law enforcement officers punish

vilators in strict actordance with laws and regulations, their authorities will
be lost and law abiding spirit will not be fostered in the minds of the citizens.
Long term education programs will be essential for the education of both traffic
policemen and citizens. Some institutional measures for the prosecutlon of

: vmlatmg traffic policemen should also be considered.

PUV Franchise

]Iiegal PUVs should be prosecuted However, a majonty of PUVs in:Davao
City are illegal in that their franchise has and are left as explred chiefly due to
delay in processing by BOT/B LT of the renewal of expired franchise, and, there-
fore, the prosecution of PUVs which became illegal automatically by the expiry

‘of their franchise is neither appropriate nor practical. Therefore, the clerical

efficiency of BOT/BLT should be first be improved so that an adequate number
of franchise be issued. Only after this has been accomplished,. stricter controls
should - be enforced on illegal PUVs (operatlon without franchise operatlon
outSIde the approved routes trip cuts).

Pertodlcal Inspection of Vehicles

The periodical mechanical mSpectlon of VEhIC|BS which is reguired under
'the existing laws and regulatasns is not actually enforced. Due to the abundance
of.old vehicles, those stalled w:th mechanical troubles: are numerous enough to

" be causes for frequent traffic jam. The poor maintenance of vehicles has resulted
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2)

in the sudden, unexpected opening of engine hood, obstructing the driver's
sight, and loosening off of a wheel, thereby causing traffic accidents. The peri-
odical mechanical inspection particularly of PUVs by publicly certified garages
should be made mandatory by law.

{5) Obsolete Laws and Regulations

Certain statutory requirements exist only in name and remain unenforced,
as in the case of mechanical vehicle inspection, Some statutory provisions have
now become obsolete and not in consistent with the existing situation, while
some provisions may not be strictly enforced, though desirable. An example
of the former is the prohibition of operation in the Philippines of large vehicles
in excess of 15 tons. The rescission or amendment of the provisions of laws
and regulations which are obsolete or which may not be enforced will be essential
to the development of taw abiding spirit.

(6) Building Code and Land Development Standards

“The number of housing estates (sub-divisions) is presently large in Davao
City and will further increase in the future. Developers are obligated by the
City Ordinance lo install an access way to a major rcad and to secure trans-
portation service, but, in some small housing estates in remote locations, the
surface condition of access roads is very poor and PUJ service is offered only
during few hours each day. It is necessary that improved arrangements be made
for giving guidance to and supervising developers so as that they will abide by
the Ordinance, in order to realize desirable land use.

The strict enforcement of controls on permanent buildings on the site of
planned road will be indispensable to the realization of projects for the upgrading
of existing roads, as recommended in the Masterplan.

Organization/Jurisdiction

For smoother and more effective accomplishment, it will be desirable that such
local matters as the PUJ franchise and the construction and maintenance of barangay
roads be transferred to or closely coordinated with local authorities, which, for this
purpose, should be strengthened in organization and financial capability. Particulary
important to traffic administration in Davao City will be the strengthening of the
Davao City Transport and Traffic Management Council, '

(1} Davao City Transport and Traffic Mahagement Council

The former Davao City Transport Committee was reorganued in March
1981 into the existing Davao City Transport and Traffic Management Coungil
(DCTTMC), which is an advisory organ on traffic policy matters, consisting
of the head of traffic administrative agency and the representatives of academic
and economic circles and of mass media.. It is essential in the first place that
this Council have its own budget and be able to carry out research and surveys
and to formulate plans, and that, in the second, working groups be formed under
the C0unc1| which will. complle materials for study by the Council, formulate
practical plans based on the_ result of deliveration by the Council, and evaluate
the effectiveness of such plans. The working groups can be established for
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individual themes as adhoc groups, such as "PUJ Re-routing Group,” ""One-Way
Traffic Control Introduction Group,” and ““Bus Terminal Study Group.”

(2) ‘Barangay Roads

Barangay roads are presently under the jurisdic{ion of the regional office
of the Ministry of Public Works and Highways {MPWH}, but jurisdiction over
barangay roads, which are inherently local roads CEoser connected with secon-
dary major roads, distribution roads; and other municipal roads, should be co-
ordinated more closely with local authorities (city mayor}.

{3) Local City.Transp.ort Division

It is recommended that a Local City Transport Division be newly established
within the MOTC organization which wiil conduct surveys needed for the review
of PUJ routes and for the introduction of bus service, formulate policies and
strategies, and promote the improvement of public transport system. This Divi-
sion will 'pérform the functions of (i) technical service, {ii} project evaluation,
{iii) polu,y formulation, and {iv) project mp!ementatlon {See Valume I,
Chapter 7. 7 for detall )

{4) PUV Franchise

Under the current system PUV Operators must go through a compl;cated
set of procedures. the franchise which stlpulate the terminal points of each
route must be obtained from the central BOT, approval of the route must be .
obtained from the city authority, and thé apprdvél,of vehicles must be obtained
from BLT. This complexity of franchise system is one reasdn why the renewal
of expired franchise is lagging to the extent that a large number of PUJs are
inevitably compelied to operate without va‘[id franchise. The rationalization of
this system is imperative. Particularly in such large cities as Davao and Cebu, the
consolidation of the entire system into one and the transferring of jurisdiction
over such system to BOT/BLT regional office should be studied (See Volume lll,

' Chapter 7.7 for detail).

Statistlcal Data

Only msufﬁc:ent data are presently available for the formulatlon of ratlonal
transport plans and for the effective management of traffic. .Mlmmum essential to -
the formulation of transport policies will be the reliable statistics on the number of
vehicles and on the operational and business condltlons of publlc transport service
systems. '

(1} inhabltants Sta‘IISUCS

Data on urban populatlon and ItS dynamics -are most fundamental and
important not only to transport management but also to urhan administration
at large. "Population census is taken once every ten years in the Philippinés.
Therefore, it will be desi_rabl'e that the census data be supp!emén_ted_with popdla-
tion data for years other than when census is taken" district popuiation and its .
dynamics can be accurate!y comprehended by requiring inhabitants to register
and report the change of their residence, thereby mamtammg the inhabitants-

' registry. In addition to demographlc data, other socio-economic data of a city.
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(2)

(3}

(4)

(5)

should be also developed as much as possible to attain an effective and realistic
urban development/managemeant.

Computerization

it will be essential that a system be developed by which data on the number
of registered vehicles, the issuance of driver's licenses, and accidents will be
compiled in accordance with prescribed formats, gathered to the central govern-
ment and, after computer processing, fed back to local concerns, Although local
transport/tfaffic information is presently being gathered to the central govern-
ment to a fair degree, the processing of such information is still inadequate,
and the processing results are not fed back and, therefore, not utilized fully
for local administration purposes. '

PUV Operation Report

The operators of means of public transport such as buses and PUJs are
obligated to submit annual report on their business operation performance, and
such reports produce important basic information needed for the determination
of traffic policies. - However, the report is of a very complicated format and
requires an excessive amount of information, and, for this reason, the operators
would rather pay the fine of 50 pesos for the failure of submission of this report.
Therefore, it will be essential that the obligation to submit detailed information
be limited to operators with a capital in excess of certain amount or to those
with a large number of operational vehicles and that the format of report from
local PUJ operators be much simplified while limiting the reported items to
the essential minimum, so that information can be gathered from a greater
portion of the operators.

Periodical Traffic Counts

In cities with a population. in excess of 100,000, it is desirable that traffic
count is conducted at the major cross-sections of major roads once each year.
Particularly at points where traffic is heavy, traffic counters should be installed
for the collection of traffic data throughout the year. Selection of a traffic
counter model should be made mainly from the view of economical and easy
operation/maintenance. '

Goods Distribution Data

One of the most difficult to obtain is data on 'goods distribution in cities.
In case a comprehensive goods traffic study is too costly to carry out, it'is recom-
mended that data on the kind and quantity of cargo and its origin and destina-
tion be gathered periodically on a prescribed form at the weighing stations where
heavy vehicles are weighed, : '
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10.2 New Develepment Schemss Recommended

The development of road network and traffic faellrtres and the achievement of
traffic management and other projects in accordance with the Masterplan recom-
mended hereby will necessitate not only huge sums of investment funds and a sub-
stantial length of time, but also the understanding and cooperation of the citizenry
at large. New development schemes which will offer solutions to the financial and
community issues, thereby gnabling the easier and smoother realization of the Master-
plan; will be recommended below.

10.2.1  Methods of Execution of Public Projects Currently Used in the Phitippines
1) Land Acquisition Methods ' '
{1) Donation

"The donation of land for no counter value is often practiced in 'poblic proj-
ects for the development of roads, health centers, schools, parks, markets, ceme-
teries, and so forth in the hinterland of and away from urban areas. The owners
of large pieces of land would donate a part of their land so as to enjoy the dev-
elopment beneftt-—the appreclatlon of their land m value after the completion
of the pmjeot

(2) Expropriation

The exercise of expropriation power is limited to public welfare projects
{such as road, schoot resettlement housing, and the ||ke)

However, the assessment of land value poses a dlff:cuit problem in the
expropnatron of ian_d. In Davao City, 100 hectares of fand was expropriated
in Mintal in 1875 for the purpose of providing houses to the victims of fire in
Salmonan District on M. Quezon Boulevard. Also, land expropr'iation'was exer-
cised wheri 64 hectares of land was developed in Matina in 1977 for the purpose
of resett!in'g squatters in conjunction with the road construction .project’ of 5.1.R.
in Piapi. ' '

(3) Negotiation

Negotiation with the land owner is always most preferred of all methods

of land acquisition for public project purposes, but, in this case, too, the assess-

" ment of land value {(acquisition price) is-a difficult problem. Usually, acquisition
through negotiation results in an acquisition price higher than that through expro-
priation. In order to facilitate negotiation with the fand owner, favorable method
of land price payment, reduction/waiver of tax on capital gain from the sale of
land, andfor the joint and concurrent development of unacquired adjacent land
are sometimes offered. :

2) Devetopment Guidance and Control . ' : .
1) Development Permrssmn

The development by a private enterprise (developer) of a housmg area in
excess of the stlpulated size in urban planning area is subject to permission, and_
the permwsron is granted on the condrtlon that roads, parks sewer system, and
other public facilities which satisfy certain standards are installed by the develop
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10.2.2

1)

er. In practice, therefore, the developer submits to the refevant authority his
“development plans for pre-consultation. The permission is granted when the
authority is satisfied that the planned public facilities meet the stipulated tech-
nical standards. The roads, parks, sewer sytem, and so forth, thus instailed, are
donated to the jurisdictional authority for no counter value. In Davao City, the
technical standards are established and permissions have been granted to private
developers under this scheme.

{2} Restrictions Under Urban Planning

The construction of reinforced concrete and other permanent type buildings -
is pro'hibited and the construction of only wooden, steel frame, or concrete
block buildings is allowed in the areas designated for the future development of
roads, parks, sewer facilities, station plaza, and other public facilities, as well as
motor vehicle terminals, schools, nurseries, and other public welfare facilities,
under urban planning. A system similar to this urban planning scheme exists in
the Ph:hppmes {and in Davao City}, in regard to the land acquired for the cons-
truction of roads, under which the right-of-way is established for roads. For the
purpose of developmg the major roads recommended by the Masterplan, particu-
larly the 8-lane road, such restriction should be applied to the plan widths of the
right-of-way of the road, prior to the start of their widening to 4-lane.

New Development Schemes

The most important tasks that must be pérformed in the implementation of
each developmenf project are the procurement of necessary funds and the acquisi-
tion of necessary land. For the fdrmer, the fundamental is to strengthen the financial
capability of central government so as that greater development funds can be obtained,
while it is also necessary that active efforts be made for the introduction of inter-
national cooperation funds and for the issuance of local bonds under central govern-
ment guarantee. For the latter, methods currently used include the donation of,
the negotiated acquisition of, and the compulsory purchase of land, while worth
considering in the future will be methods for mitigating the burden of development
funds on public finance by paying for the necessary project expenses from develop-
ment benefits, such as “land readjustment” and “urban renewal’” schemes. The former
scheme is particularly useful in creating, with fittle public investrnent, land for roads,
parks, and other public facilities, and land readjustment accomplished in China
{Taiwan) and Korea as well as in Japan will be good examples.

Land Readjustment Scheme
(1) Purpose and Feature

Through land readjustment projects, areas with inadequate public facilities
are reshaped into a desirable shape of land blocks equipped with adequate roads,
parks, sewer facilities, and other necessary public facilities in order that the inha-
bitants be protected in fire, earthquake, and other emergency situations. The fea-
tures of this scheme are that the original fand and building owners retain their
ownership rights after the completion of the project, that hoth public facilities
and housing areas can be developed simultaneously, and that subsidy, tax incen-
tives, long term public fund loans, and other preferential arrangements are availa-
ble.



{2) The Subject of Land Readjustment Projects

Land readjustment projects are i_rr)plemented by individuals, land readjust-
ment cooperatives, and/or public organizations.

{3} Land Substitution Plan

The original land/house owners are prone to agree to land readjustment proj-
ects, inasmuch as their rights are preserved after the project accomplishment and
their financial burden of the projects is smalt as the ma]ority cost is paid for with
proceeds from the sale of a part of readjusted land.

The system by which the original land/house ownership is exchanged for the
ownership of a part of the readjusted land is accomplished by the land substitu-
tion plan. In land readjustiment prdject_s_, ‘certain quantity of land is used for pub-
lic facilities (roads, parks, rivers} and for sale to produce the project ﬁm_d : there-
fore, the total areal size of land after land substitution is smaller than such total
before land substitution . The differénce (reduction in land size) is "d:strlbuted“
to the original owners. However, because the asset values rise as a result of the
progect, the ownership of a smaller property often can be greater in value than the
original ownership. ' o

{4} Compensations

Land readjustment projects. reguire a Iong period of time for comblétion.
Compensations are paid out .of the project fund to the area inhabitants for their
terporary dwellings, reduction in income, and so forth. The land readjustment
scheme is secured in. detail bv the relevant Iaws regulattons circulars, and other
instruments.

(5) Adaptability to Davao City

The land swapping system practir:ed in the Philippines can be developed to a
system whereby the acquisition of agricultural, forestry, and open land. For the
construction of major roads, sewer system, parks, and so forth in Davao City may be

~ accomplished, not through land acquisition, but through landsubstitu-ti'on ina
manner so-as that public facilities and the housing area for the original tand own-.
ars are developed concurrently. 1t will be. most desirable that.a Land Readjust:

. ment Law be enacted, together with appropriate revisions in the Registration
Law, Tax Law, and other statutes, as well as the establishment of a suBsidy Sys- '
tem, '

2) Urban Redevelopment Scheme
(1} - Purpose and Features.

T'his' schere provides for projects aimed at the rénewal of urban areas
crowded with wooden houses with madequate pubiic facilities into a modern
urbah area with fire-proof and aseismatic buildings in order’ that the inhabitants
will be protected in fire, earthquake, and other emergency situations. The features

~ of this scheme ‘are that the original rlghts of Iand/buﬂdmg owners and lease right
holders are protected after the project, that the Iand area, facrhtres and buildings
can be devetoped ssmultaneously, the cost of project is sub5|d|zed m consideration
of the public nature of the project, ‘and that tax, ﬁ_nanmat and other incentives
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{2}

{3)

(5)

pefore

Figure 10.1 Land Readjustment

are available to the original owners/ holders.
Application and Subject

Urban redevelopment scheme is applicable only to areas deSignat_ed as high
efficiency utilization area under urban planning, where about two-thirds or more
of buildings are non-fire proof or low buildings with two or less surface floors,
where public facilities are inadequate, and where the land is divided into very
small sizes of lots and, therefore, the state of land use is very unhealthy. Urban
redevelopment- projects are implemented by individuals, urban redevelopment
cooperatives, public corporations, and/or local governments.

Right Substitution

The rights of the original land/_house owners and lease holders are protected
after the project completion. After_redevélo:pment, ‘the total floor space of the
new building(s) is divided into the owners’ floors and reserved floors, the reserved
floors are sold to third parties in order to raise a part of the project cost, and the
owners' floors are distributed to the original owners/holders. Therefore, the
original owners/holders are prone to agree to the project without much opposi-
tion,

Compensations

The implementation of urban redevelopment projects requires a 'Iong period
of time. The original owners/holders are compensated for the cost of temporary
dwellings, temporary stores, reduction in rental income and/or business income,
and so forth. Urban redevelopment projects are secured against various problems
by the relevant laws, regulations, circulars, and other instruments.

Adaptability to Davao City

When roads and terminals are to be constructed in parts of Davao City
crowded with buildings, the application of ut_ban redevelopment scheme will
alleviate the need of land acquisition in accomplishing the concurrent develop-
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ment of both public facilities and the land/buildings for the original owners/hold-
ers. Needless to say, in order to legalize this scheme, it will be necessary that an
Urban Redevelopment Law be enacted, necessary and appropriate amendment
made to the Registfatidn Law, Tax Law, and other applicable statutes, and the
required subsidy system established.

Buiiding
Owviner . (C)

Renter (D}

A B c
(D)

Reserved
Filoors

Rightful
Floors

Land Rental

Right Holder
Lond Owner e G e
(A} Land Owner
{B)
Figura 10.2

Lond Utilization Rights:
Jointly owned by ABCXYZ

Rights of Ownership: =
Jointly owned by AB

< Fundamental Type >

Rights Conversion System of Urban' Redevelopment

— 309 —



10.3

Y

2)

4)

Feasibility Study

A feasibility study is essential prior to the implementation of all projects which
reguire a large amount of investment fund and which are expected to have substantial
impacts, particularly the following:

Davao- Agusan/Davao-Cotabato Road Upgrading Project

The Road, which traverses the entire Project Area in North-South direction, is the
most important route as a “‘shaft” of the ladder shape road network in the Project
Area, attracting a highest traffic concentration in the Area, The entire extension of
the road will be upgraded to a 4-lane road, of this, the section between R. Castillo
street and McArthur Highway for a total length of about 10.5 kilometers will be fur-
ther expanded to a 6-lane road. To be studied are, among others,

{1) Route location and road right-of-way to minimize land acquisition cost and
property compensation cost.

{2) Method of project execution to facilitate land and property acquisition.

{3} Priority and the most appropriate timing of implementation of each section
of road

(4) The rational way of roadway utilization and traffic management including
introduction of exclusive bus lanes

{5) Provisional space for future rail-transit syls-tem.
Davao Ring Road Package

The package of projects for the development of a ring road surrounding Pobla-
cion and Ecoland, as well as of the major trunk roads inside the ring road. Of the proj-
ect components, particutarly important are:

{1) J.P. Lauret Extension, New Ma-a Bridge, relocation of Ma-a Road

(2) The upgrading/improvement of Lapu-lapu Street, Sta. Ana Street, E. Quirino
Avenue, Bankerohan Bridge, and McArthur Highway

{3} Construction of coastal road and a new estuary bridge
Bus Introduction Plan Study

Study of the city bus service system, the required number of bus units, bus termi-
nal development, bus business profitability, and the adjustment of bus-PUJ competi-
tion with the target of introducing on trial basis a city bus service system in 1985, and
of the start of full operation in 1990,

Industrial Estate Development Study

The promation of industrialization is the most important and strategic project in
the accomplishment of land use ptan of DCUTCLUS. Particularly important will be a
comprehensive industrial development study to include the development of an indus-
trial estate in Panacan, the selection of kinds of industries to he located, and develop-
ment schedule.
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Appendix-1 Project Area Map
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Appendix-3  Acronyms and Abbreviations

@ AC; Auto Calesa
@ BCR; Benefit/Cost Ratio
' BLT; Bureau of Land Transportation
BOT; Board of Transportation
@ CBD; Central Business District
' CHPG; Constabulary Highway Patrol Group
@ DCTTMC; Davao City TranSport and Traffic Management Council

DCUTCLUS; Davao City Urban Transport Cum Land Use Study

[EI EMK System; Equivalent Maintenance Kilometer System
@ GDP; Gross Domestic Products
GNP; Gross MNational Products
GRDP; Gross Regional Domestic Products
|Z| iBRD; International Bank for Reconstruction and Development
IRR;  internal Rate of Return
INP; integrated National Police
JICA; _ Japan International Cooperation Agency
LRT; Light Railway Transit
@ MHS; Ministry of Human Seitlement
MPH; Ministry of Public Highways
MPWH,; Ministry of Public Works and Highways
MOTC; Ministry of Transportation and Communication
MND; Ministry of National Defense
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NCSO;
NEDA;
NPV;
NTSS;

PCU;
PUJ;
PPA;
PUV;
PPDO;
PNR;
PU;

RCDP;

SIR;
SPDA;

TTC:

National Census and Statistics Office
National Economic and Development Authority
Net Present Value

National Transportation System’s Study

Passenger Car Units |

Public Utility Jeepney

Philippine Ports Authority

Public Utitity Vehicle

Planning and Project Development Qffice
Philippine National Railways

Public Liility

. Regional Cities Development Project

Slum Improvement and Resetilement Office

Southern Philippines Development Authority

Traffic Training Center
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