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MINUTES OF MEETING
Viability Study on Natural Gas Industry Development Project
Between JICA Mission and DOE Counterpart
GRB Conference Room, DOE, Fort Bonifacio, Taguig, Metro Manila
09 October 1998 (1:45 pm — 4:30 pm)

Participants:
JICA TEAM | DOE PANEL
1. M. Shoji Kusuda, Team Leader 1. Asec. G. R. Balce, Asst. Secretary
2. Mr. Tsunenobu Miki, Industrial Development 2. Mr. 1. U. Ocampo, Division Chief
3. Mr. Masatoshi Akimoto, Administration 3. Mr. Henry Tarongoy, EA 111

‘For Economic Cooperation 4. Ms. Bershey T. dela Cruz, SRS 1
4. Mr. Yoshiharu Yamada, Study Planning 5. Ms. Corazon Sta. Ana; SRS i

Minutes :

1.

The DOE panel welcomed the JICA Team noting that the DOE considers their mission as
very important and timely in view of the current situation wherein the initial phase of the

- development of the natural gas industry in the Plnhppmes has only started; Jt was noted that

only three months ago, a new administration took over the reins of government and decided
to push through the development of the industry. It was also noted that the proposal for
possible JICA funding of the above-captioned study was submitted on 31 July 1997 by Usec.
Cyril C. del Callar and that there has been no change on any aspect of the proposal. It was
noted however that since July 1997, several events have transpired that would necessitate
some changes in the Terms of Reference (TOR) of the proposed study.

The JICA Team observed that the proposed TOR is stated in géncral terms and the scope is
too broad. They requested the DOE counterpart to try to prioritize the requirements in the
TOR.

The DOE panel agreed that there is really a need to prioritize the concerns listed in the
proposal and suggested that the prioritization be done during the meeting.

The DOE panel provided clarification on the following issues raised by the JICA Team :

o Definition of natural gas industry — The term “patural gas industry™ is used in its
broadest sense. It therefore includes all aspects of the industry from upsfream to
downstreamn and all applications of natural gas such as LNG, distribution and power
sectors.

(
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Minutes of Meeting (09 October 1998)
Page 2 0f 2

Bataan Nuclear Power Plant (BNPP) - There had been plans to convert the BNPP
into a gas-fired co-generation power facility. It was noted that Shell and QOccidental
Petroleum had offered that if additional 3 TCF could be discovered in Malampaya, they
would be willing to undertake the conversion, Unfortunately, 3 of ‘the wells drilled Jast
year by the joint venture tuned out to be dry wells. The DOE has recently received other
conversion proposals from the private sector. The DOE has referred these conversion
proposals to the Presidential Committee on its BNPP disposition.

PNOC Privatization — There are firm plans to privatize PNOC-EDC. The scheme
being considered will offer 40 percent of the shares of PNOC-EDC to the private sector.

Who will provide the investment on the natural gas industry — The DOE panel
emphasized that the private sector is expected to provide the investment, not the
government.

What are the target areas for distribution — The target regions include among others,
Central Luzon, Metro Manila and the Special Economic Zones located in South Luzon.

Supply/Demand data - The available data include the production data of the San
Antonio gas field in Jsabela and the computed fuel requirements of the Ilijan and Sta.
Rita gas-fired power plants. The DOE panel further stated that ali their data
requirements would be provided to the JICA Team subject to confidentiality agreement.

Pricing Formula — The DOE panel stated that there is already an agreed pricing formula
for between the government and Shell/Oxy.

On Infrastructure Studies — Since the production and the 500-km transmission aspects

are already firmed up in the government-Shell/Oxy contracts, studies on these subject
matters should be excluded from the TOR.

Based on the fore.go'mg discussion, the Philippine panel proposed the topics to be among the
priorities of the proposed project as in the ANNEX. The Japanese side requested that the
revised TOR should be submitted to JICA Philippine Office based on the ANNEX as soon as
possible.

6. The Japanese Team expressed appreciation to the Philippine panet for providing them with
the necessary inputs towards focusing the project proposal on the practical aspects.

For the-DOE Panel : For the JICA Team :

b 2 4t
S Higir fands
G. R. Balce S. Kyfuda
Assistant Secre Department of Energy Team Leader, JICA Mission
ol
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A2 — 1

1.3.1 Ident:f cation of Downsiream Lfght fo Medium Indusfnes

Figure 2 shows the schemalic diagram or the melhodology for targelmg mdustnes

Figure 2
S
Universe of Potential Target |-
- Industries =
' : L (- IPEL] 1’] ﬁ\ﬁ] (-.LTL—-]
’ e . ' - . : gf\;b’rdl\
Vision and Policy Objectives { = 9% - by fﬁﬁ%
' ‘ - Mindarh 2 ooo Gy
Long-term Market Demand ﬂi fF, haft o mqpf,/‘

ﬁ’(';i?' d{,

~ Comparative Advantage -

L 4

Existing Trade and Investment Flows .

-

_ Avallabuhty and Cost of Compebuve
Technology

-

Forward and Backward L#nkagés

List of_'i‘a_rgeﬁ_lndustries. |
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. CHAPTER 2. _
. FINDINGS! ‘TARGET INDUSTRY CLUSTERS

The downslream industry clusters largeted for investment promotion by the study are shown
below. They are presentet Wit reference o the two terminat cilies of the'CIC with the
numbers on the leftmost column indicaling the proposed degree of priofity by terminal area.
These recommendations are made as a product of: ) findings for each screén; and b) the
ranking by weight of screens In.felation to each.other. ' '

‘ - . Tabled -
. Target Dowhstreém Industries

Target Sector | - Higan City ' ‘ . Cagg'yan'de.-brp.Citj;;

P77 Construction & Infrastructure .:. Design and Engi'n'ee'ring-, R&Din. |
- products - through leadership in | biolech industrial controls, etc.,
civil, metatlurgical, and inorganic. through leadership in life

chemical engineering sclence, organic chemical, and .

lechnologies o control fechnologies, - g
2 . Light Engineering, Metalworking | Agri-processing including, -

(including international class commaercial, logistic support

foundries, and Metal finishing -

facilities) & Cement, Ceramics Oleochemicals and olher coco- -

based products -

3 Training & Education in hard | Melalworking & fabrication
technolegy . . |'including tool and die making
Agri- and Aqua Processing Packaging and plastics,
(especially in mountain and Assembly operations at
southern extremities} | Laguindingan industrial park

In the consuliation; {he view thal geoqrar hic considerations, i.e. soll fertility, climate existin

roduction. etc. ullimately dictate economic telationships and hence development thrusts was
emphasized and accepted. Thus, for the Cagayan de Oro terminal, “open borders” with its
calchmenl areas like Bukidnon, the Agusan and Surigao provinces is considered especially -
with respect to the produclion aspect for resource-based industres. 'Likewise, forthe lligan .
terminal. production linkages with the innet towns of the Lanao provinces as well as the fich .
aguaculiure areas of nearby Misamis Occidental were considered. ) ’

Summiary conclusions and discussions are presented in ihis.Chapi-ér.' -Thé"gi-e'.téiled technical
process of evaluation of the initial universe of industries through the six screens s presented in
Appendices 1 through 8, e o B -

The TOR and Proposed Tarqet Industry Clusters. The original target sectors under the Terms
of Reference were given as: Metals, Processed Food, Furniture, Chemipal.s,;G_iﬂs, Toys and
Houseware (GTH). Inthe process followed in identifying target industries, ihe cluster approach
is used instead of by sector. The following final recommendations were made as target
induslry clusters:  ~ ' ' : o :

Metals ' . Retained and reﬂnéd as Me!al\a}ori.(ing through Machine-
building. - - ' ' ' :

— 26 -
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Metal Industry

3. Factor Conditions

Presence of NSG provides advanlages especially in the local markel due o access and .
transpont economics. Electricity is available, with rates considered as among the lowest in
the Philippines..~ : ' . : o o '
Human resource capabitities in smelting, casting, machining, roll forming, manufacturing.
management feside in NSC engineering services which, generally, séts the benchmark
standard for the area. Some upgrading is needed lo allain international competitiveness in
technology and know-how. ' - :

For most of SME firms, there negligible capability to enter the exporl market.
Capability for design and engiqeerihg needs to be déveloped for future machine-building.

4. Firm Rivalry, Strategy and Structure -

Leading lechnical capabiities are‘mainly in éngineering services de;;admenls of large fifms
geared toward siipplying internal (firm) requirements. o '

Bulk of shops are SME and are engaged in'machining and fabrication with Similar
equipment and capabilities. Some enirepreneurs gained their experise from the large .

firms in the area but need to modernize and expand their machinery and et;ujpr_nén’t for
better. competiliveness. : : . . :

5. Related and Supporting Industries

For metalworking, the intégrated steel millis stillin the planriing stage for NSC and other
investors. No iron ore mines are in operalion. Cenlralized localions or industrial eslales for
melals are being proposed; elher support industries are included in lthe project list.

6. The Projects List

The ptojecls being considered for investment are as follows:
Technology Business Incubator (with profile)
Expansion of the Sleel Service Centers (with profile)
Common Testing Facility {with profile}

_Design and Engineering Center {with profile)
Foundries and Precision Casting (with profile)

o o H v

Electroplating (wilh profile) -

. : — 27 — .
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Agri and Aqua Industry

depending on the deep pockets of processors and the seasonality of harvests, the stronger
yargaining posilion shifts between producer and processor.

5. Related and Supporting Industries
A process analysis of typical agri-based producls would include mosl rf no! all of the
following steps: .

1. Varielal selection lhrough seed ceqlifi calron lissue culture controlied breed:ng
praclices, elc.

Ptanting or Breeding

Cullivalion or Growing

Hawes:ting .

Post Hawesl Praclices

Feritization or F eeding practices

Weed and pesl (or disease) management
8. lmigation

Neo s

Each step presenls an investment opporlumty in itslf with drl‘l‘erenl lechno-economrc
features like economies of scale, process technology, etc. For example, only one or two
nurseries or tissue cullure labs may be needed for better varietal selection: Planting may
require either nucleus p!antahon lype or numerous smalt holder operahons Cultivalion on
the other hand may require membershrp in fraclor pools whrie mrgalron may.only be
sensibly done by government

Again aside from prneappies and bananas whrch are grown in pIanlauons for export there
is a wide variely of production practices which result into low produclivity among different
farms. Coordinated effort will be needed according o the specific needs of each' crop.

Existing wood processing plants, with rnputs of product design, will upgrade 1he {ufniture
and lumber producis induslry,

6. Projectlist

By definilion, lhe agri- and aqua industies is a very broad field in consrderalron “The
following Project Profiles are defailed in thé following seclions: -

1. Dehydrated Fruits and Vegetables;
2. Fruit Juice and Concenlrale; and
3. Post-harvest and Transport Facilities

Aside from these, Table 9 lists investment opponunrlres for selected sub- clusters whrch wrll
prowde the slrong and positive intervention effects:

- 28 — -
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Chemicals Industry | ) 5”%&2

4. Firm Rivalry, Strategy and Structure

Al presend, only one firm produces o'!eoéhem cals in CIC. A new f{acility is being set-up in
Cebu. Many coconut oit mills and refiners are Iocated in lhe area; thoy are lalent enlrants
mto the oleochem industry,

5. Related and Supporting Indusfries

The basic chemical manufaclurers emsis as islands of production i in the area. They import
most of their raw stock and sell most of their production to the local market. (Thus ligan
poit's trade deficil, which is not bad in itself). Downstream industries may develop once
focal cost and quality of chemicals allain the world benchmark. : .

For oleochemicals, the investment opporlunity lies in improving the prod uchv:ty of coconul
produclion. This can be done using the same process analysis as in the previols seclion:
1. Varielal selection

Planting

Cultivation

Harvesting

Post Harvest Facmlies

Ferilizalion

7. Weed and pest managemenl

2B

The other :denhf ed area for i improving coconut farm productswty is through undercropping.
Onllhe processing side, careful procurement of technology is needed {o insure
compelitiveness.- Coconut oil exiraciors may be encouraged to go into joint ventures in
oleochemical production.

6. Projects List

The identification of investment oppoitunities for Cherﬁicals are ralher élraigh!fon-}ard

a. Produclivity :mprovemenl in coconul farm from varielal selection. 1hrough pos{ harvest
handling of copra and processmg coco-wasle;

b,  Oleocchemical production; -
¢. Expansion and modernizalion of exisling basic chemical plants

Projecl Profiles have been prepared for both Charcoal and Aclivated .Carbon Processmg
and for Coco—c01r Processing.

: - 29 — . . . .
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Construction and Infrastructure Industry

3. Factor Conditions

CIC's productton capab:hty for conslruchon and infrastructure requuements give it big
advanlages in this proposed development plan to local capabilities in pre-engineering.
products which will increase local value addition and retention. Originally, those capabililies
came about from the availability of cheap power and of limeslone deposits, for cement, in
the area, :

The banning of logging has increased the price of lumber relative to melals and has
resulled into a fast growing market for metal and concrete consiruchon products

4. Firm RwaTry. Strategy and Structure

Scale determines compelxtwe power in the commod:ly-lzke upsiream buslnesses from pre-
engineered products like steel making or cement. Pre-engineering will provide and
opporlunity for small, knowledge-based firms to enter the indusiry proposed here. Atthe
momeni, pre-engineered products is a wide open industry which is ready for advenlurous
new entranls, These first entranls will define the rivalry, strategy and struclure of firms in
the industry.

5. Refated and‘Sup'porﬁn'g Industries

The slrong polenual of the industry comes from the opporlumly gwen by {he competitive
strength of the ups{ream industries supponmg lhe target seclor like cemenl and steel
maklng in the CIC, . !

A key weakness, wh'ch may also be taken asa wonderful opportumly. is lhe weakness of
the design and engineéring seclor in the area especially with respect lo the mass
manufacluring requiremenis of pre- engmee_rgd producls.

6. Pro;ects LiSt

As the target marke{ |s domeshc more specnﬁcally in the nearby VisMin areas the ideal
investors for construction and infrastructure projects are CIC firms. inveslors from other
areas of the thpplnes like Melro Manila,.may also be allracled. :

With the liberalization of lranspor! opemng of new-ports ‘and of roads and increasing
compehlweness among {firms in the upslream industries, it is expected {hat inveslors who
locate close 1o the source of raw matena!s gre ull:mate!y the one who will survive and
remain proﬁlable in the future. :

Thus, mveslmeni in design and engineering of pre-engineered prdducls and the -
manufacluring processes involved like roll forming, metahworking (nole lhere is a wide
overlap with Metals clusler above), finishing, structural and pre-stressed concrete elc are
considered allraclwe for the CIC area. :

- 30 —
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SUMMARY OF PROJECT PROPOSAL
FOR THE DEVELOPMENT STUDY PROGRAM

Project Title

Kind of Study
Implementing Ageacy
1, Name

2. Outine

Justification:
1. Background

2. Goal (Long-term objective)

Terms of Reference:
1. Objective
2, Area

3. Scope

.4. Duration
Expected Foading Source

Other Relevant Project by Other
Donor Covatry :

Feasibility Study of an Indusm'al Community in the Cagayan
de Oro-iligan-Corridor of the Philippines

Feasibility Study

Department of Trade and Industry
(Please see Attachment A for Organizational Chast)

The development of industrial communities is included as a
priority area in the Investment Priorities Plan (IPP) since
this will encourage industries to locate in industrial estates
outside the metropolis considering the fact that employees
of these industries would then have shelters to setile with.
However, since this is a new activity, the parameters in the
development of an industrial community have to be defined,

To encourage investments in the development of industrial
communities that will enhance the attractiveness of regional
agro-industrial centers and/or economic zones by providing
investors a suitable site for factories alternative to Manila
through the development of suitable locations for human
settlement. :

To define and describe industrial communities which is one
of the items under infrastructure projects listed in the IPP.

Cagayan-Iligan-Comidor

Includes review of economic history of the Philippires,
present econoniic policies, review of past investment
policies, and study of the Philippines as an investment site
(Please see Appendix | for details)

12 to 15 months

Japan Intemnational Cooperation Agency

None



APPLICATION FOR TECHNICAL COOPERATION
FROM THE GOVERNMENT OF JAPAN

L PROJECT DIGEST

1.

Project Title

Feasibility Study of an Industrial Community in the Cagayan de Oro ~ Tigan

- Corridor (CIC) of the Philippines.

Location

The specific site within the Cagayan d¢ Oro-Tligan Comidor {CIC) shall be selected
during Phase | of the Study. '

Implesuenting Agency

Department of Trade and Industry of the Philippines (DTI) is the ovenall
implementing agéncy with a Steering Committee composed of the relsted agencies
such as the Board of Invesiments (BOD.tbePhiﬁppinoEoonoﬂcmAmhomy
(PEZA), the National Economic snd Development Authority (NEDA) and relevant
local government units in the Jocation. .

Please see Attachment A for DTI Organizational Chart

Board of Investments:
No. of Staff - 365
Allocsted budget (1997) - P136 miltion
Organizational Chart of the BOI - sec Aftachment B

The details for the other government 2gencies will be provided by them

Justification of the project

The Philippioe government is encoursging dispersal of industrics as & mesns of
providing equal economic opportunities to its population all over the country.

There have been efforts to Jocate industries in the less developed areas of the
country. Since the 1970s, the incentives offered to investors in industry were not
granted to projects located within the 50 kilometers radius from the city of
Manila, This was unsuccessful as & means of sttracting industries in the
countryside a3 infrastructure was severely deficient 50 lilometers away from the
city. The tax exemptions available do not compensate for the additional expenses



incurred for the provision of 2 manufecturing enterprise’s awn power generating
plant, water supply system, employees’ housing or transportation, ctc.

Beginning in the late 1980s, government identified regional growth centers in all
regions of the country. Infrastructure was fairly satisfactory in these centers, thus,
potentiats Yor industrial development in these areas were there. To serve as a
model, the CALABARZON project was launched, which involved the
development of five (5) provinces closest to the south of Metro Manils as an
industrial ares. As infrastructure improved, the place became & favorite site for
industrial estates.

However, the industrial estate developers showed preference for the two (2)
provinoes nearest Metro Manila (Cavite and Laguna). Now, most of the recently
developed industrial estates arz within 30 kilometers from the southernmost tp of
Metro Manila. Regional’ dispersal has not been successfully achieved, Instead,
there seems to be an expansion of the metropolis.

It has been gathered that the resistance of industry to locate in other places was
* due 10 the lack of sites A1 for human settiement in the other parts of the country.
Managers and employees of industrial concerns had no suitable accessible place to
reside in with their families. ' _ .

The ismies we intend to sddress by developing industrial communities are the
following: '

8) Lack of employment/economic opportunities ouiside the urban centers of the
Philippines; and
b) Cougestion of urben centers such as Metro Manila and Cebu City.

41  Outline of the Project

The Industrial Community (IC) will have one or more industrial estate(s)/zone as a
focal point. The IC will have provisions for power and water supply,
telecommunications, and other basic infrastructure for human settlement including
facilities for housing, education and training, and other urban amenities and various
services which support businesses. The study will examine other components the
IC developer should incorporate 3o that the location (i.e., the adjacent industrial

-emte,economicmeortheregionalagro-industria!ceuterasawhole}wil]be
attractive enough to investors in manufacturing and services.

42  Objective of the Study

To formulate a design for sn IC ia a location selected during Phase 1 of the Study
that will serve as 8 mode! for industrial communities to be developed in vasious



s,

6.

T

regional agri-industrial centers and/or economic zones in the country. The design
shall be based on the financial and economic feasibility of developing an IC.

4.3  Goal of the Study

To encourage investments in the development of ICs that will enhance the
attractiveness of regional agro-industrial cemters and/or economic 2ones by
providing investors a suitable site for factories alternative to Manila through the
development of suitable locaticns for luman settlement.

44 Prospective Beneficiaries

Direct beneficiaries will be the locator industries in industrial estates/regional agro-
industrial centers/economic zones with the couvenience of ICs. In the long run,
the beneficiaries are the surrounding communisies and the Philippines as a whole,
a3 the level of economy improves as a result of industrial development in the
different parts of the country.

'45  The project’s priority iv the National Development Plan/Public

Investment Program
The project’s priority subsector activity is industry expansion/countryside
development/establishmeat of growth zones.

Desirable or scheduled time of the commencement of the Project
April 1998

Expected funding source and/or assistance (including external origin}

Noomaupectedﬁl-adingmceismdeddneeﬂﬁéprojectaimsto deve(oponly
8 feasibility study that would define and design what an industrial community
should be. The funds for the study would all core from JICA

Otber relevant project, if any

“The development of industrial communities has been declared as a preferred area
of investment under the 1997 Investment Priorities Plan of the Board of
Investments. As such, developers are eatitled to the various fiscal and non-fiscal
incentives offesed by government under the Omaibus Investments Code of 1987
(Executive Order No. 226). ‘



IL. TERMS OF REFERENCE OF THE FROPOSED STUDY

I

3.

4.

6.

7.

9,

Necessity/Justification for the Study

As the development of the proposed industrial community (IC) will make use of
existing and planned facilities and will be built by various fund sources, there must

be & comprehensive overall plan as an individual plan and feasibility study to be

examined on the overall as well as individual basis.

Necessity/Justification of the Japanese Technlcal Cooperation

The development of ICs is new in the Philippines but we have information on the
success of similer infrastructure in Japan and Malaysia, We are, however, deficient
in expertise on the development of industrial communities.

Objective of the Study

To formulate a design for &n IC in a location selected through the Phase 1 of the
Study, taking into consideration the financial and economic feasibility of the
development of an IC to make it an attractive area for investment.

Ares to be covered by the Study

Cagsyan-Tligan Corridor (CIC)

Scope of the Study

The scope of the study includes the review of economic history of the Philippines,
present economic policies, review of past investment policies, and study of the
Philippines as an investment site. Details of this are given in Appendix 1.

Study Schedule

The Study will be carried out in 12 - 15 months.

Expected Major Outputs of the Study

(8) Conceptual strategics for the selection of potentinl areas of CIC

(b) Conceptual design of the IC to be developed in the selected location

(c) Financial and economic feasibility study for the IC

(d) Strategies to promote investments in ICs

Request of the Study to other donor sgencies, if any

Other relevant information , if any

-39 -



M. FACILITIES AND INFORMATION FOR THE STUDY TEAM

l.

Assignment of counterpari personnel of the implementing ageacy for the

Study

DTI Head Office; Assistant Secretary Richard Afbert I. Osmond

Officer-in-Charge, Office of Special Concerns

DTl-Region 10: Regional Director Ninfa Along-Albenia

BOL

Ms, Liza Alcantar '
Division Chief, Indusiry and Investment Division

Executive Director Eimer C. Hemandez
Industry Planning Group

Executive Director Marita M. Jimenez
Investment Promotions Group

Mr. Celestino S. Saatiago, Jr.
Officer-in-Charge, I;nfmtrucmrc and Service-Oriented Industries

Department

Ms. Josephine dels Cruz
Officer-in-Charge, Toutism and Industrial Estates Division

Infrastructure and Service-Oriented Industries Department

Mr. Francisco Chavez
Officer-in-Charge, Regional Growth Areas Center, BO1

BOI-Cagayan de Oro Extension Office:

NEDA:

PEZA:

Ms. Loma Marcoso, Officer-in-Charge
Ms_. Ellen Kionisala, Investment Specialist

Ms. Cristina Mane C. Santiago

Japan Desk Officer, Public Investment Staff
Mr. Miguel Manslo

Mr. Vie Bolok

Available dats, hforn;apion, documents, maps, etc.

Please see Attachments

—~ 40 -



3.

Information on the security conditions in the Stady Area

" In general, Region 10 at present is enjoying a peaceful atmosphere,

There are, however, four (4) barangays in the region out of 1,023 barangays which
are considered infiltrated by the Dissident Terrorist. Not one of these barangays
neither Bes slong the Cagayan de Oro - Lligan Corridor nor in its perimeter,

The tranquillity on this part of the region had not so far been marred by any violent
incidents involving the Dissident Terrorist to date.

On the other hand, the MILF and or Abu Sayaff group have not established their
stronghold in Police Regional Offics 10 ares. For having a common boundary
with the Lanao areas, the situation is being monitored properly.

IV. GLOBALISSUES

1.

Eavironmeatal components (such as pollstion control, water supply, sewage,
eavironmental measgement, forestry, biodiversity) of the Project and
asticipated environmeatal impacts (both natural and social) by the Project

ENVIRONMENTAL UPDATES

The Cas:y:u de Oro-Higan Corridor Special Developnient Prqect (CIC-SDP) is
grounded on the philosophy of sustainable devdopmeut There is a deliberate and
conscious effort to balance the effects of economic prosperity with environmental

quality and integrity.

The Master Plan prowdu for environmental screening of projects identified under
t. Such screening is now being opeuhomhzed CIC-wide through DENR
Administrative Order No. 37 (1966) which is the new set of implementing rules
and regulations for the Philippine Environmental Impact System.

Environment Core Group

The Environment Core Group is a sub-group under the CIC Steering Committee,
which sounds-off the enviroumeatal imperatives for the CIC. This multi-sectoral .
body has identified various issues and concemns which has led to the formation of
the Eavironmental Monitoring and Evaluation Teams (EMETs) and the
endorsement for the formulation of a watershed framework plan, among others,

Programmatic ECC

The Programmatic Environmental Compliance Certificate (ECC) is being piloted at
the PHIVIDEC Industrial Estate-Misamis Oriental. It provides an incentive to



focators in the estate, in that they will no longer be required to get an individual
ECC.

The first step recently accomplished was the conduct of an eco-profile of the area,
in terms of the air, water, pcople and land sectors. Through this activity, the
carrying capacity of the eavirons of PHIVIDEC can be spproximated and
mterpolanons can be made as to the type, number and technologies of industries to
be located in the area. This will contribute to reducing the locator’s cost of
conducting their individual environmental impact assessment; and when proper
guidelines and policies are in place, towards lawfully revising the ECC process st
PHIVIDEC.

Watershed Development and Management Framework Plan

Water is the vital element by which to gauge sustainable development. The
quuuityandqualityofwmrintheCICisanall-timeconcemoflocal
development stakeholders. Thus, a multi-sectoral framework plan is being
formulated vis-a-vis the DENR’s Water Resources of Managmrmt Development
. Program under E.C. 374, .

Though our watersheds do not t‘oﬂcw political delineations, the CIC Watershed
Development and Mansgement Framework Plan will be taking into consideration
watersheds contributing outside its jurisdiction while its sres of implementation
will be limited to the CIC. The said plan is hoped to serve as a mechanism to
integrate watershed and water-related efforts and monitor water utilization.

Facilitation of Agro-Forestry Projects
TbeClC-SDPtscomutytabnganyoppommnytohnkpownMpamto
undertake local agro-forestry projects. It means facilitating meetings with local

gmmmmdtedwcdgmups,wuhthewcwofmmgtomdmakcdmble
sgro-forestry schemes, Groundworks ere being initiated for the LGUs of Cagayan
de Oro, Tligan, Alubijid, Laguindingsn, Opol and El Salvador.

Environmental and Pollution Management Program (EPMP)

1 EPMP Framework Updating and Validation. The Development Academy
of the Philippines (DAP) drsfied the framework document for the CIC
Environmental and Poliution Management Program. in 1996, which the CIC
Envirooment Core Group will endeavor to update and validate, pending the recent
establishment of a GIS-based data management system of the DENR.

2. EMETs. Ten (10) Environmemal Monitoring and Evaluation Teams

(EMETS), or their equivalent, were established in the two cities and the nineteen
{19) clustered municipalities of the CIC. These multi-sectoral structures are
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3,

envisioned to be technically capable to be the major mechanism at the local level in
openationalizing the CIC-EPMP.

Women at main beneficiavies or not

Not Applicable

Project components which requires special considerations for women
Not Applicable

Anticipated impacts on women caused by the Project

Not Applicable

Poverty reduction components of the Project/Any constraints against the low
Income people caused by the Project

SOCIAL DEVELOPMENT PROGRAM

The Cagayan de Oro-lligan Corridor Special Development Project (CIC-SDP), in
espousing a wholistic approach to development, hopes to put in place & workable
program of policies, projects and activities under a multi-sectoral environment,
which will help promote & healthy, educated and motivated population.

Social Development Task Force

In the CIC-SDP administrative structure, there ars various task forces under the
Steering Comunittee which is reflective of this development goal, like the Social
Development Task Force.

Social Development Framework Plan

As 3 result of various consuhation rmade with he private and non-government
sectors, the need for 2 separate and distinct program for social development
component for the CIC was brought to the fore. Thus, the Study and Formulation
of the CIC Social Development Framework Plan was contracted out 1o the Xavier
Science Foundation (XS F).

The study is conducted through consensus-building on:
1)  socio-economic imperatives,

2) specific socisl development prograsm/projects
3)  implementation management sei-up



Thus, wide consultations and validations are being conducted with NGOs/POs,
GAs, L.GUs, religious sector and the private sector, including the conduct of mini-
case studies in areas where rapid or heavy-impact developments are occurring or
are being planned.

Prefiminary analysis reveal that the theoretical framework being adopted by XSF
has been usefu] in delineating factors affecting poverty and development.
Furthermore, the social development interventions required involve:

)] empowerment,
2)  pasticipation in the formulation of macto-policies, and
3)  projects that directly link communities to resources

Once the framework plan is widely validated and adopted by the CIC Steering
Committee, this shall be the mandating document in the implementation of the
Sociel Development Program in the area. '

Project-Specific Social Preparation

While the CIC-SDP is pushing for key economic and infrastructure projects,
wmpondhgsoda!prepuaﬁonwﬁvidahmeasmdudowaﬁngprow&m
prior to project implementation. Such Social preparation has been contracted out
to a oon-government organization, through alternative. fund-sources by the
implementing or advocating agency, as the social preparation (SP) is not a
normally stipulated component of the project. So far,the following projects have
a social component: '

1. Metro-ligan Agri-Industriat Center (MIRAIC). Undertaken by & non-
government organization, the SP is funded through the CIC Funds of
Department of Trade and Industry Region 10, The objectives towards
social preparation are as foilows:

a) generation of baseline data

b)  opening channels for consultations .

<) identifying community leaders and organizing a community core
group, and

d)  conduct of information dissemination on the MIRAIC project

2.  CIC (Laguindingan) Airport Project. Funds from the CIC-SDP were
allotted to comtract out social preparation to a non-government
organization, for the accomplishment of the following components:

a) Community Immersion ard Organizing

b)  Organizational Development, and
¢)  Livelihood and Manpower Development



Y.

2.1 PHIVIDEC Industrial Estate - Misamis Oriental

The SP for this project is targeted at residents who will be affected by the
Grupo Jacinto’s Integrated Steel Project at PHIVIDEC, which is'a flagship
project under the current administration, Thus, P5.5M from the
President’s Social Fund was allotted for NGO implementation, and PIE-
MO administration. The P5.SM SP is geared more toward economic

projects and re-lending.

Socisl preparation is deemed an importast activity to open the way for
project acceptance and to mobilize the affected communities towards
alternative livelihood and residential sites, as well as open channels to
uegotiste for economic and livelihood concessions related to the project.
However, the SP components ars determined by the needs of a particular
ares  and constreined by availability of funds and the
requt 'stipulations of fund sources.

UNDERTAKINGS OF THE GOVERNMENT OF THE PHILIPPINES

In order to facilitate a smooth and efficient conduct of the Study, the Government of the
Philippines shall take necessary measures: .

(1) to secure the safety of the Team

(2) to penmit the members of the Study Team to enter, leave and scjourn in the
- Philippines in connection with their sssignment therein and exempt them from slien
registration requirement and consular fees.

(3)  to exempt the Study Team from taxes, duties and any other charges in equipment,
machinery and other materials brought into and out of the Philippines for the
conduct of the Study.

(4)  to exempt the Study Team from income tax and charges of any kind imposed on or
in connection with sny emoluments or allowances paid to the members  of the
Study Team for their services in connection with the implementation of the Study.

(5) 1o provide necessary facilities to the Study team for remittance as well as utilization
_of the funds introduced in the Philippines from Japan in connection with the
implementation of the Study.

(6) 1o secure permission of entry into private properties or restricted areas for the
conduct of the Study.



Date:

(7)  to secure permission for the Study to take all date, documents and necessary
materials related to the Study out of the Philippines to Japan,

(8)  to provide medical services as needed. Its expenses will be chargeable to members
of the Study Team. ’

The Governiment of the Philippines shall bear claims, if any arises against members of the
Japanese Study Team resulting from, occurring in the course of otherwise connected with
the discharge of their duties in the implementation of the Study, except when such claims
arise from gross negligence on the part of the member of the Study Team.

The Department of Trade and Industry shall act a3 counterpart agency to the Japanese
Study Team and also as coordinating body in relation with other governmental and non-
governmental orgarizations concerned for the smooth implementation of the Study.

The Government of the Philippines assured that all matters refesred in this form will be
ensured for a smooth conduct of the Development Study by the Japanese Study Team.

Signed o

Position :

On behalf of the Government of :



Appendix 1: SCOPE OF THE STUDY

Phase I

Review of the Economic History of the Philippines

1.1 Trends in the Philippine economy
12 Structure of the Industrial Sector

1.3 Production and trade in industrial sub-sectors
1.4 Investment climate

1.5 Foreign investment trends

1.6 Statusof éxisﬁng export processing zones, economic zones and industrial

estates -

Present Economic Policies

2.1 National development policies

22 Industrial development policics

23  Tariffs and trade

24 Industrial location and regional development
2.5  Humanresources development

26  Eavironmentsl protection/poliution control
Review of Past Investment Policies

Study of the Philippines as an Investment Site

4.1  Potential foreign investors

" 411 Inthe Philippines

4.1.2 Inthe Cagayan de Oro-lligan Corridor

4.2  Foreign investors views on the Philippines
43  Investment promotions



DEVELOPMENT STUDY ON INDUSTRIAL COMMUNITY

Backgrouad:
Late 1995

March 7-10, 1996

March 22, 1996

April 8, 1996

May - June 1996

July 1996

- JICA chose the industrial community development study project
o prepare,

- JICA Study Mission visited Tuguegarao, Tacloban and Cagayun
de Ovo and me+ DTI Officials therein. '

- BOI conducted a meeting at the BOI Board Room on JICA Study
Mission Industrial Community participated in by

Undersecretary Metito S. Salazar, Jr.

Director Lucita P. Reyes, OIC of IPG

Director Gloria D. Santos, 1ISOID -

JICA Team Leader Mr. Tsunenobu Miki

Director Marita M. Jimenez, Special Projects Dev. Div., DI

- Atty Vigor Mendoza, PHILEA

- JICA Study Team submitted Draft Terms of Reference on the
Study to BOI, DTI, NEDA and PEZA for comments

» BOI made comments on TOR which was also faxed to Mr.
Osmond at DTT Region IV

~ CIC chosen as IC Development Site

- CIC submitted documents needed by JICA for the study to BOT -

- BOT Officials led by Dircctor Santos and Mr. Celestino Santiago,
Jr. met with JICA Officials and Ms, Santisgo of NEDA wherein
the documents submitted by CIC were handed over to JICA.
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03 February 1999

HON. FELIPE M. MEDALLA
Director-General

Naticnal Economic and Development Authority
NEDA sa Pasig, Amber Ave.,, Pasig City

Dear Director-General Medalla :

This refers to the DOE project proposal entitled “Viability Study on Natural Gas Industry

Development” submitted for funding by the Japanese Government under JICA’s Development
Survey Program,

Following are our response to NEDA's comments on the said proposal:

1. The scope of PNOC’s project encompasses the transmission of natural gas from Batangas to
Bataan for large industries and power plants along the pipeline route while the DOE’s
proposal will be focused on the distribution aspect to small-scale users such as residential and

commercial establishments, as well as possible tapping to the main pipeline for local
distribution.

2. The study on the refilling stations of CNG and bottled NG will be deleted based on an
agreement reached between DOE and JICA mission last November 1998.

3. Financial, risk and economic analyses of putting up the transmission system ir the identified
areas are partly addressed by the ongoing PNOC study. The DOE’s project will likewise use
financial and economic analyses in determining the feasibility of establishing distribution
networks to residential and commercial users.

4. The whole of Visayas will be covered in the study, focusing on the island of Cebu where
Libertad natural gas field was identified with positive reserves.

5. While an ongoing ADB study includes safety regulation as one of ils components, the DOE

project will take into consideration safety, economic and environmental aspects of altemative
technology options. '

Energy Center, Merrkt Road, Fort Bonifacio, Taguig, Melro Manila, Philippines
Tels.: (Trunks} 844-10-21 to 40; Fax 817-8803; 844-35.04; 843-8438 {Damestic); 632 817-5603; 632 844-35-04; 532-843-6435 (intesnational)
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6. The possible arcas of technical assistance include () modelling and forecasting sectoral NG
supply/demand batance, (b} evatuation of alternative supply options, (¢) determination of the
oplimum distribution netwotk contract negotiations for ownership of transmission and
distribution networks, (d) economic and matket survey techniques, (e) natural gas pipeline
opesations, (f) environmental impact of natural gas distribution system, and (g) natural gas

distribution policies, systems design and operations.
Attached is the revised Terms of Reference incorporating NEDA’s recommendations.

Hoping for your favorable endorsement of the said proposal,

Very truly yours,

,%c Lrr 7/
MARIO V. TIAOQUI
Secretary



TERMS OF REFERENCE

Yiability Study on Natural Gas Industry Development.

Justification of the Proposed Study

" The project wilf study the techno-economic viébiliiy of developing a natural gas industey
which shall take into account the putting-up the pipelines and other infrastructure facilities
attendant to its commercialization.

Justification of the Japanese Technical Cooperation

A technical cooperation grant from the Japanese government is deemed necessary to avail
of Japan's acknowledged expertise in technology of efficient utilization of natuzal gas in
industry, power generation and fransport sectors.

Objectives of the Study
The study seeks to attain the following:

" To review and validate existing supply and demand projections on natural gas
To determine the most economic route of the pipeline network
To determine the potential supply and possible markets
To identify the investment requirements including infrastructure cost
To look into the feasibility of establishing distribution networks (1o service residential
and commercial users) for identified high density areas in Luzon, Visayas (particutarly
Cebu) and Mindanao

6. To determine resulting tariff rates for transport/distribution and its effect on the
competitiveness of gas prices

ot e b —

Scope of the Study

Technical assistance shall include the foltowing components:

Natural Gas 8 a and Balance

This shall review and validate existing supply and demand projections on natural gas in
the country.



Supply Options and Sectoral Demand for Natural Gas

A market study on the sectoral prospects for natural gas in the counuy specifically for
residential and commercial sectors shall be carried out to study the substitutability of natural gas
with other resources. In addition, a study shall be conducted to determine the oplions of
supplying markets for natural gas in the country. These options include the production of
indigenous gas resource, importalion of LNG or tapping the TRANS-ASEAN or BIMP-EAGA

pipeline interconnections. A model shall be developed to come up with the optimal solution for
sourcing natural gas for the country,

Natural Gas Distribution

The most economic route of the pipeline network and gas distribution network will be
determined. This shall cover the following areas: (1) Luzon, particularly from Batangas to
Bataan, (2) Northern Mindanao extending to South to Cotabato and Davao, and (3) Visayas,
particulerly the island of Cebu. Invesiment requirements and infrastructure costs, potential
markets and supply, tariffs as well as alternative financing schemes of the transmission and
distribution networks shalf also be studied to recommend the most applicable for the country.

All the studies shall take into consideration safety, economic and environmental aspects
of altemative technology options. At the same time, costbenefit analysis shall be applied to
determine the optimum benchmark price for NG, distribution facilities and supply options.

The JICA and Local Consultants (3 each) should be  engineers, geologists,
environmentalists and economists with expertise in natural gas policies, systems and operations,
supply and demand forecasting, transmission and distribution systems, infrastructure design and
costing, and natural gas pricing. In addition, the consultants should be able 1o train and impart

their knowledge to the DOE counterparts on the aforementioned fields of specialization
throughout the duration of the project.



FINANCIAL REQUIREMENTS

A. Natural Gos Supply/Demand, Supply Options and Sectoral Demand Componenis
I. Personal Services

Overlime Pay/Allowances

“Project Manager (1) 60,000.00
P2,500/mo x 24 mos,
Project Leader 43,000.00
P2,000/mo x 24 mos.
Project Coordinators (3) 115,200.00
P1600/mo x 24 mos. X 3 '
Project Staff (15) 432,000,00
P1,200/mo x 24 mos. X 15
Administrative Support (2) 38,400.00
P80O0/Mo X 24 mos. X 2
Local Consultant {1) 240,000.00
P 10000/mo x 24 mos
TrainorLecturer (1) 120,000.00 1,053,600.00
P500/Mr x 240 bes

2. Operaling Expeases

Travel 200,000.00
Communication 55,000.00
Frasportation/Postage/Del. 55,000.00
Supplies and Materials 220,000.00
Other Services 33,0600.00 563,000.00
3. Capital Outlay
Computers (1) 170,000.00
P170,000/unit
Portable Laser Printer 50,000.00
Utility Vehicle 1.650,000.00 1.870,000.00
Total . 3,486,600,00
ax 10,254,705.88



B, Distribution Component
1. Personal Services

Overtime Pay/Allowances

Project Manager (1) : 60,000.00
* P2,500/mo x 24 mos.
Project Leader 48,000.00
P2,000/mo x 24 mos.
Project Coordinatoss (3) 115,200.00
P1.600/mo x 24 mos. X 3 ) ‘
Project Staff {15) 432,000.00
P1,200/mo x 24 mos. X 15
Administrative Support (2) 38,400.00
PROO/mMo % 24 mos. X 2
Locat Consultant (1) 240,000.00
P 10000/mo x 24 mos
- TrainorfLecturer (1) 120,000.00 1,053,600,00
P 500/hr x 240 tys

2. Operating Expenses

Travel 200,000.00
Communication 55,000.00
Trasportation/Postage/Del. 55,000.00
Supplies and Materials 220,000.00
Other Services 33,000.00 563,000.00
3. Capital Outlay
Computers (1) 170,000.0¢
P170,000/unit
Pertable Colored Printer 50,900.00
Utility Vehicle 1,650,000.00 1,870,000.00
Total s 3,486,600.00
ys 10,254,705.88
Grand Total 2 6,973,200.00
. 2 20,509,411.76

¥ Exchange Rate Used © ¥1.0 = R0.34
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