Appendix 53.10 Present Situation of Passenger Shipping
Passenger shipping routes operated by 2000 Pax Type vessel are fol_lows.
I)ToliToli-B.Papan—Makasar-Surabaya-Tg.Priok-Kijang-Dumai-Kijang~

Tg.Priok-Surabaya-Makasar-B.Papan-Pantoloan-Tarakan  (Vessel’'s name
Kerinci)

2)Padang-Tg.Priok-Surabaya-Makasar-B.P_apamPantoloan-Bitung-ToliTo]i-
B.Papan-Makasar-Surabaya-Tg. Priock-Padang-Sibolga (Kanbuna)

3)Makasar-Surabaya-Makasar-BauBau-Ambon-Tual-Sorong-Nabire-Jayapura-
Serui-Manckuwari-FakFak-Banda-BauBau  (Rinjani)

4)Nabire-Jayapura-Serui-Manokwari-Ternate-Bitung-B.Papan-Makasar-
- Surabaya-Makasar-B Papan-Kwandang-Ternate-Sorong  (Umusini)

5)B.Papan—Surab'aya-ParePare-Pantoloan—.Nunukan-B. Papan-ParePare-
Surabaya-Makasar-Pantoloan-Tarakan-Pantoloan-Makasar-Surabaya

(Tidar)

6)Makasar-BauBau-Bitung-Sorong-Manokwari-Jayapur'a-Biak—Sotong—
' Ternate-Banggai-Makasar-Tg.Priok-Semarang  (Ceremai)

‘7)Sor0ng-Arhbon~Dili~Denpasar-Surabéya—Tg.Priok—Surabaya—Denpasar—
- Kupang-Ambon-Sorong-Manokwari-Jayapura-Biak - (Dobonsolo)

' 8)Du_mai-Kijang-Tg.Priok-Sufabaya-Makasar-BauBau-Ambon-’I‘ual-Banda-
BauBau-Makasar-Surabaya-Tg.Priok-Kijang  (Siguntang)

. Q)Namleé-BauBali-Makasar-Surabaya—Tg.Priok-Padang-Nias-Padang—Tg. Priok-Surabaya-
Makasar-BauBau-Ambon-Bitung  (Lambelu) '

| 10)Bélawan-Batam-Tg.Priok-Tg.Balai-BelaWah-BatamEg.Priok—Belawan-
Batam-Tg.Priok-Tg.Balai-Belawan-Batam  (Sinabung)

11)Tg.Priok-TgiBalai-Belawan_-Batam-Tg.Priok-Tg.Balai-B_eIawan-Batam-
Tg.Priok-Tg.Balai-Belawan-Batam-Tg.Priok-Tg.Balai  ( 7 )
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Policy for Supporting Tourism Development

Appendix 5.3.11
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Appendix 5.4  Future Port Hierarchy

¥

GEOGRAPHIC MaP WITH ROAD

Figure A.5.4.2.1 Main Road (Country Road and Provincial Read)
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Table A54.24 Assumption of the Score-counting Criteria for Selecting Strategy Important Port

1.1 a)
GRDP (Bilon Fp.) :
Papulation -5000 ]5.000 20,000 40,000 60,000~
(Thousand Person) —20,000 -40,000] -80.000
~3,000 0 0 10 20 . 20
3,000-10,000 ) 0 i0 20 20 30
10,000-20,000 10 20 20 30 30
20.000-30.000 20 20 30 30 40
30,000- 20 30 30 40 40
I.1.b} e - o
Length of Major Road{km) ) Growth Rate (%)
. Cargo Volume {Million
Dependense Rate (%) =100 §00-300 300~ Ton) -8 8 -12. 12—
0-40 0 0 {¢] 0-20 0 0 10
4070 - 0 10 20 20-49 0 19 20
70~ 10 190 20 40~ 10 2 26
1,2 a 1,2 b)
. [GROP of - : Distance from the -
Manufacturing . Growth Rate (%) Industrial Zone (km)
(Billion Rp) —§ 60 9 0-100 26
. 3§ -5.000 0 0 10 100-150 10
5,000-10,000 Q .0 20 150~ Q
10.000- 0 20 75
I,1, a} : CoomL L
) Future Development Scenario Length of Major Road{km)
: . ... |East :
Kapet Java, Bali | Sumalra Indonesia Dependense Rate (%) -100 100-300 300~
No existance 0 0 -0 0-40 Q ) 10
Existance 10 10 C 20 40-70 10 £ 20
Existance of .
Autthorized Kapet 10 20 20 70- 20 20 20
H,2 a) I.2b)
GRDP/Population -
{Thound Rp, /Person) Depandence Rate
: -500 20 - 40 0
500 - 1,000 10 40 - 70 i0
£,000 — o 70— 20
m 1. 2 H. 1. b)
: . Hnternationa$ Cargo . Location in relation to
Volume {Millien Ton) Internationat See Lane
- [ Facing the Internatonal
0-25 L0 Sea Lanc 20
. Not Facing International
2560 i0 Sea Lane 0
50-75 . 20
75-100 30
100- 40
Hm,2a ' 1. 2. b}
[D&signation of the ) .
International Econamic Number of Cruising
Cogperation Vessel
Exist 20 .0 0
Norn Exist 9 0-5 5
5 10 10
10 15 18
15 20
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Appendix for Chapter 6

Appendix 6.1.2  Establishment of General Policy for National Budget
* Details of cost sharing system in Japan

(1) Relations between Central Government and Port Management Body

The relationship between them are summarized as follows ;

1) In Japan, the relations are mainly prescribed by “Port and Harbor Law”.

2) As explained before, port development, administration and management is assigned to
porl management bodies (mainly, local g g,overnments)

3) The function of the bodies covers a wide range of port activities, wh1ch relate to
development maintenance, administration and management of port facilities as well as
the enhancement of port use such as marketing activities and others.

4) The central g,overnment supemses activities of each port, which is under the direcl
management of local government through the review of ¢ ‘Port Development Plan” and
~ “disbursement of subsidies”. '

5) Central government plays an 1mp0rtant role in port development, administration and
management. However, the function of the government is limited mainly to the aspects
which relate to national and financial support for port construction projects.

6) For example, in case of major ports, “Local Official Plans”, which are established by
the local governments from a view pomt of locailinterest” are examined by the
central g government (Mmlstry of Transport & Port and Harbors Council) from a view
" point of “national interest’.

(2) Construction Project

Port development in J.apan has been carried out as part of general public works with
national sub'sidies, and ports are not expected to cover development costs through their
_operati:jn “The agency r'espo'nsible for the construction projécts 18 prescribed in the action
program, ‘under the broad clasmf cations below. '

1) Construction by central g government

2) Construction by local governmerit with national subsidies

3) Construction by local government w1th0ut national subsndies

4) Construction of facilities (sheds, gantry cranes, etc.) and reclamation projects by local

government which will later bring revenue, These pl‘Oj ects are financed by long-term
loans. But, public works with national subsidies are the main scheme in port
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development projects.

(3) Sharing Cost in Port Development in Japan

The detail of sharing cost among the central government (MOT), port management body
(mostly, local government) and beneficiary is referred to in the following Table A.6.1.2.1.

* Public or semi-public port

Table A. 6.1.2.1  Sharing Cost in Porl Development in Japan (1996)

Construction

Type of Use ~ Share of construction cost - *1)
facilities cxeeuting - Central Port Beneficiary
organization : :
. Government Management -
(MOT) Body
Water | Public Port . |SP230r5/10 [ SP1/30r5/10 |-
facilities, Management | MP  5/10 MP  5/10
protective Body LP 4/10 LP  6/10
facilities (or MOT) - - E
*2) ' SP 25/10 | SP 25/10 SP 5/10
Specific MP  2.5/10 MP  2.5/10 MP  5/10
(Public LP 210 |LP 3/10 LP 5/10
use in : ' S '
. future) : .
Harbor Public Port SP5/100r2/3 | SP 1/30r5/10 |-
transport Management | MP 5/10 MP 5/10
facilities Body LP 4/10 LP 6/10°
(or MOT) N ‘
Mooring | Public MOT SP/MP 4/10 SP/ MP 6/10 (2/10) Special
facilities | (specialized : charge
facilities for .
bulk cargo) .
Limited Public Non-interest Non-interest Loan from user
(foreign © | Corporation | loan loan- C 1310
trade 1 2/10 22/10 , oo
container Low-interest
wharf - Loan :
works) 1:3/10
Limited Public Non-interest” ~ | Non-interest Loan from user
(ferry Corporation | loan loan. - -1/10
wharf 210 12110
works) ' | Low-interest -
Loan

1 5/10
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Supporting | Public Local {provide low | Loan raising Charge

facilitics Government | interest loan) | : 10/10

(cargo

handling

machine,

transit

shed -

etc.)

Land Public Local (provide low | Loan raising (rent-free)

reclamation : Government | interest loan) | : 10/10 (loan-price

purchased)

Navigation | Public Minister of | 10/10 - -

aids : Transport

Others - Port - 10/10 -
Management

S Body

Note :

* 1) SP = specially designated major port (21 ports)
MP= major port {112 pofts)
'LP:‘loc::'al port (901 ports)
2) Industry-related.proj ects
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Appendix 6.1.3  Establishment of General Policy for IPC

Table A.6.1.3.1 Financial Situation of Each PortinIPC [ inFY 1996

(Unit : million Rp.)

Z
=3

Port Revenue FExpenditure Profit Working
' Ratio(%)

Belawan 61,985 27,7152 34,233 44.7

Dumai 17,717 9,970 7,747 . 563

Lhok Seumawe 8,007 2,526 5,481 315

Tanjung. Pinang 5443 : 3,265 - 2178 60.0

Pekanbaru . 4,243 1,774 2469 418

T. Balai Asahan 632 : 491 14} =777

Sibolga %3 se2| 161} 786

Malahayati | 410 .. ... 898| - 485). 218 -
Tembilahan 490 : 456 34 G3

A Kualalangsa™ {0 8T e a0 b 68 fA]

Gunung Sitoli 266 : . 774
TRengat | 101]
Bengkalia -~ - | o104
SelatPanjang | - 2301
RSF, Belawan 1,737
1 KantorPusat- | - 147040 7 (9B L 547701352

Total 117,618 - 71,127 46,491 60.5
Source : IPC | o

GEGEG'SSB\qumm.‘;uMH
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Table A.6.1.3.2  Financial Situation of Each Portin IPC Il inFY 1996

(Unit : million Rp.)

No Port Revenue Iixpenditure Profit Working
Ratio(%)
I | Container Terminal 230,852 92,744 138,108 40,1
2 | Tanjung Priok - 127,725 70,458 . 57,267 55.1
3 | Banten 26,957 14,450 12,5071 53.6
4 | Panjang 20,516 12,572 7.944 61.2
5 | Palembang 11,298 10,461 837 92.6
6 | Teluk Bayur 10,039 9,222 |- 817 91.9
7 | Cirebon . 9,034 8,345 689 92.3
8 | Pontianak - 8,978 6,826 2,152 76
9 | Sunda kelapa 4,572 3,623 949 79.2
10 ! Jambi ' 2,900 . 2,599 301 89.6
11 | Bengkulu e 2838 0 4270 0 0 -1432) - 150
12 | Pangkal Balam 956 905 51 94.7
13 | Tanjung Pandan - 833 851 .2 99.8
14 | Hospital . 10,313 9,945 368 96.4
15 | Training Center - 1,198 1,853 -6551 - 1547
16 { Head Office : 31,728 | 41,227 94991 1299
Total 500,737 290,331 210,406 58

Source : IPCII
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Table A.6.1.3.3

Financial Situation of Bach Port in IPC {ll in FY 19_96

(Unit : million Rp.)

pd
=

Port

Revenue

Expenditure

Profit

Working
Ratio(%)

Head office

16,817

19,366

2,549

115.2

Tanjung Perak

163,160

80,256

82,904

492

Tanjung Emas

23,083

13,497

9,586

585

Gresik

4,554

1,557

2,997

- 342

Banjarmasin

12,197

12,134

63

- 995

Cliacap

6,556

3,120

3436}

47.6

Meneng

1,910

1,422

488

744

Kota Baru

4,510

1,565

2,945

- 347

VRIS EN R R AR R AR R

Probolinggo

1217

951

266

78.1

10

Benoa -

3614

3,036

578

34

Sampit

1,143

93.60

TTesal.” T il

76| L

1,070

Dilli

867

766

o 1443

88.4

Bawang

474

425

89.6

Lembar -

698

607

86.9

Pulang Pisau

Kuala Kapuas

Kumai

| PankalanBan |

+:Pasuruan -

I Badas

| Maumere .

TKalabahi

| Waingapu- sk

Ende-s s N

Panarukan

| Kalianget. ... -

‘| Bima

Kupang

Total

245,002

144 815

100,187

~ Source : IPCIHI
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Table A.6.1.3.4 Financial Situation of Each Port in IPC 1V in FY 1996
(Unit : miflion Rp.)
No Port Revenue Expenditure Profit Working
, | Ratio{%)
1 | Makasar 18,314 8,139 10,175 44 4
2 | Balikpapan 12,909 6,182 6,727 - 479
3 | Bitung 6,704 4333 2,371 64.6
4 | Samarinda 6,082 3,368 2,714 554
5 | Ambon 5,119 3,323 1,796 64.9
6 | Pantoloan 2,519 1,712 807 68
7 | Sorong 2,256 1,906 350 84.5
8 | Ternate . 1,506 1,145 361 - 76
9 | Pare Pare 1,220 815 405 66.8
10 | Biak - 927 030" 3 100
11 | Other ports 6,551 5,161 1,390 ~78.8
12 | Corporate & other 2,877 14,376 -11,499 500
Total 66,984 - 51,390 15,594 76.7

Source : IPC IV

Appendix 6.1.3.2 Necessity of Diversification of IPC Funds for Port Development

“* Present Situation of “Long-Term Notes” Payable for Port Project

Table A.6.13.5 IPC [ (Long-term Notes Payablc)

Kinds of long-term notes

(O Creditor

@ Port financed
@ Type of loan
@ Commitment

Government
Belawan  Dumai
Installment

(D Actual draw o
@ Balance. at 12/31/96
@ Term o

@ Grace period

® Interest

@ Commitment fee

{7 Bank charge

& Repayment start

Rp.2, 471 M
10 years "

5 years

10%

12/15/93
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Table A.6.1.3.6 IPC Il (Long-term Notes Payable)

Kinds of long-term notes IBRD EXIM PT. Eksim Bank
(D Creditor IBRD EXIM Eksim Bank
@ Port financed Tg. Priok Tg. Priok Container Terminal

: _ UTPK Koja
@ Type of loan Development Development Investment Credit
: Project Project & Constructions
) Commitment Rp.64.7 B US$58 M Rp.250 B
(D Actual draw Rp.64.7B US$S8 M Rp.200 B3
@ Balance. at 12/31/96 - - K Rp.50B
@ Term 20 years 14 years 13 years
@ Grace period 5 years - 3 years
® Interest - 11% Floating rate
@ Commitment fee - - 1%
(¥ Bank charge 0.4% 0.40% - .
® Repayment term 1/1/1991~ 15/7/1992~ 4/3/1996~
' 1/7/2005 15/1/2001 4/3/2008

Kinds of long-term nofes Obligations MTN
(D Creditor Public /Investor Investor
@ Port financed CT Il Bojonegara

Tg. Priok : '
@ Type of loan - Development Development
_ Project Project
@ Commiiment Rp.100 M US$200 M
(D Actual draw Rp.106M US$200 M
& Balance. at 12/31/96 - ' -
@ Term 5 years 5 years
@ Grace period 1 years 1 years
® Interest Floating rate 8.06%
©® Commitment fee 0.4% ' 0.4%
(@ Bank charge - -
@® Repayment term 1995~1999 15/4/2002
Sinking Fund |
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Table A.6.1.3.7

IPCHI (Long-term Notes Payable)

Kinds of tong-term notes | ADB688 SFD* ADB797 NIB * EXIM
D Creditor 7th Port 7th Port 3th Port 8th Port Oth Port
@ Port financed Surabaya | Surabaya | Banjarmasin | Banjarmasin | Banjarmasin
@ Type of foan Installment | Equal princ. | Installment | Equal princ. | Equal princ.
@ Commitment US$86 M | SR72M US$263M | USE263M | USSI13 M
(D Actual draw US$94 M| SR.72M ] USSI2ZM | US$45M| USSILIM

(inRp.) (Rp.171B) | (Rp.36.7B) | (Rp.24.8B)| (Rp.8.5B)| (Rp.2.2B)
@ Balance. at 12/31/96 Rp.12.8B] Rp.2.63B| Rp.639M | Rpd439M| Rp.l10M
@ Term 20years| 20years| 25years| 25years| 25 years
@ Grace period 5years| 4 years 5 years 5 years 5 years
® Interest 10.50% |  10.50% |  10.50% |  10.50%|  10.50%
(© Commitment fee 0.75% N/A 0.75% 0.50% 0.75%
(D Bank charge 025%|  0.25% 0.25% 0.25% 0.25%
& Repayment start 4/15/93 3/15/93 4/15/93 4/15/93 4/15/94
* Note : SFD= Saudi Arabia Fund Development

NIB = Nordiska Investing Banken
Table A.6.1.3.8 TPC IV (Long-term Notes Payable)
Kinds of long-term notes ADB797 NIB * ADBIS| EIBJ * IDB *
O Creditor _ 8thPort | 8thPort |9thPort |9thPort = | U.Pandang
@ Port financed Balikpapan | Batikpapan | 6ports Consulting | U.Pandang
' - ' ' (Balikpapn,
etc) _

@ Type of loan - Instailment | Equal princ | Equal princ | Equal princ | Installment
@ Commitment US$IOM | USS$S3.7M | USSI9OM | US$23 M | US825.46M
D Actual draw inUS $ USE595M | US$1.6 M | US$20.44M | USH1.86M Nil -

(inRp.) (Rp!11.25B) | (Rp3.52 B) | (Rp44.96B) | (Rp4.09B) | Wil
@ Balance. at 12/31/95  [Rp10.6B |Rp3.3B |Rp.35.5B |Rp.3.6B |Nil
@ Term 25 years | 25years | 25years |25 years 10 years
@ Grace period 5 years 5 years 5 vears 5 years 2 years
® Interest 10.50% 10.50% 10.50% 10.50% 8.5%
© Commitment fee 0.75% 0.50% 0.75% 0.25% N/A
(D Bank charge 0.25% 0.25% 0.25% 0.25% N/A
@ Repayment start 10/15/93 1 7/92 1/95 1/95 N/A

Note : NIB = Nordiska Investing Banken
EIBJ = Export Import Bank of Japan
IDB = Islamic Development Bank
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Appendix 6.1.3.4  Sales of Stock (Privatization)
(1 Examples in New Zealand
1) History of the Privatization
The history of.privat.ization of ports in New Zealand can be summarized as follows ;

(O Before prwahzatmn all ports were operated by locally elected “Harbor Boards”.
Decisions regarding capital investment were made by the “Port Authority” (a national -
government- established body). Furthermore, the “Waterfront Industry Commission” |
eontroiled the employment at all the ports. |

@ In 1988, major ports in New Zealand were pl’lVﬁtlZCd by the “Port Compames Act
anid 13 Port Companies were established by October 1988. '

@ At first, ali stocks of these companies were owned by the “Harbor Board” (p'ublie port
management body). However, in 1989, the Harbor Board was abolished, and its all
stocks were transferred to “Regional Councils” (local government) for nothing.

@ The government requires that 51% of all stocks must be owned by the “Regional
Councils”. But, request of deregulation from investors forced the government to
abolish alf kinds of regulattons on possession of stocks. : .

& At the same time, the govemment decided to dlsband the “Waterfront Induslry
Commission”™. Each port and each employer orgamzanon would be free to decide
which system it would introduce to employ Jabor in the ports.

@ As a result, the stocks of “Auckiand” and “Tauranga” Port Companies were listed in

1992, In 1992, 45% stocks of Tauranga Port Com'pany were owned by investors with
20% stocks of Auckland Port Company being owned by investors. o

@ Today, New Zealand government’s pelicy is to promote a more diversified

composition of shareholdefs. ' ' |

2)  Reasons for Privatization

Fhe reasons for the prlvan?atxon in New Zealand can be summanzed as toilows _ ‘
@ Under the public port system, port operahons were not under any pressure fo mdke '
commercial returns on their assets. & ‘ |
@ The absence of commercial pressure, comblned w1th lhe nahonal system of
employment at the ports, also meant the ports had no incentives to reduce labor costs.
@ The poris were expensive, inefficient, bureaucratic and lacked the commermai
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incentives to fulfill the needs of their customers. Their turn around times were slow,
delays were frequent and services were unreliable,

@ Therefore, there were good and compelling reasons for reform, The privatization
became a platform for positive change which has cemented the New Zealand’s
position as country with highly successful commercial port operations.

® Privatization allows each port to determine its own future, to enhance the competitive
advantages, to improve profitability and to serve the customers. '

3) Compaosition of Stockholders in Privatized Port

~ The composition of stockholders of “Auckland port™ and “Tauranga port” in 1992 is
given in the following Table A.6.1.3.9. The share sales of Tauranga port in 1992 was very
successful - in fact it was over-subscribed.

Although the government favored a reduction in local and regional councils’ ownership
stakes in port companies, the local governments remain the majority sharcholders of 12
ports. '

Table A.6.1.3.9 - Composition of Stockholders in Auckland and
Tauranga Port Company in 1992

Stock holder | TLiocal government: | Company investor | * General investors
. T & others R :
Auckland port T R0% :”-' - 20%
cormpany (Auckland ------
' ' Reglonal Counml)
Tauranga Port Company 55% o 25% 20%
: (Bay of Plentv '
. Regmnal .Counc_;_ll) _

Prepared by OCDI..
4.) Evaluation of thc_Priva_tization _
The financial situation of Auckland, Weilington and Tauranga Port Companies in 1993

are sumimarized in the followmg Table A. 6.1.3.10.
The shareholders also continue to benefit from the vigorous growth of the port after

privatization. F or_example, the success of Tauranga Port s reflected in its profitability after

listing on the stock exchange. The financial performance has remarkably been improved.
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Table A.6.1.3.10 Financial Situation of Auckland, Wellington and

Tauranga Port Companies in 1993

(Unit : NZ$1,000)

Welhngton

Port Company Auckland Tauranga
(D Revenue - 106520 | 273481 33277
@ Expenditure 71,916 - 19,086 23,767
@ Profitheforetax | - 34604} - 8262 9,510
@ Tax and special cost 12,499 155 3,491

& Profit after tax

© Dividend to. stock holder‘; Lo 10,675

D) Net incoine

Prepared by OCDI

Table A.6.1.3.11

Comparison of Financial Performance of Tauranga Port Company

_ (Unit . NZ $)
Item 1993 - 1997 SR &
(D Revenue $33.3 million $44.6 million
@ Profit after tax . $6 million $12.2 million
® Dividends - $3.8 million $8.4 million
@ Dividends per share 5 cents/per share 11 cents/per share

Prepared by OCDI

The above Table A.6.1.3.11 shows comparison of financial performance of Tauranga )
Port Company. Since privatization, Tauranga pbrt has been able to become the gateway to
the world because it has gained the ability to deliver on its stakeholders’ expeétations. The
local councils have generally enjoyed good returns on their company holdings as a result of
the productivity reforms and better financial performance gained since privatization.

However, some local government shareholders are now beginning to talk about selling

down their stake in port companies so that port companies can focus on core activities and -
operate more transparentiy itis only a matter of time before the ownershtp of some of New
Zealand’s ports changes hands.
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(2) Examples in Malaysia
1) History of the Privatization
The history of privatization of ports in Malaysia can be summarized as follows ;

(D In the past, Kelang Port was directly managed and operated by the Kelang Port
Authority (KPA). In 1986, a container terminal of the north port of Kelang' Port was
privatized under the control of KPA, and the Kelang Container Terminal Bhd (KCT =
private company) was established to manage and operate the terminal. . |
@ In the beginning, KPA owned all stocks, and then in 1987, 51% of the stocks were
sold to the Konas Terminal Keiang Sdn Bhd (KTK) which was established to operate
KCT itself,
@ KTK is a joint venture company whose stocks are owned by “Kontena Nasional Sdn
Bhd “(80%) and “P & O Australia Ltd” (20%). The relationship among each
organizations are summarized in Figure A.6.1.3.1.
@ 1n 1992, KCT was listed on the stock exchange. The composition of stockholders in
1992 is referred to in the following Table A.6.1.3.12.
. (® Furthermore, in 1992 Keldng Port Management (KPM= private company) was
“established to manage and operate the othcr facilities of the port and provide port
services mcludmg pilot tug, utility services etc. The comp051t10n of stockholders in

1992 is referred to in the following Table A.6.1.3.13.

® In addition, the terminal operations at West Port were left to privatized “Klang Multi
Terminals Sdn Bhd” (KMT). - -

@_ The port of “Malacca” in 1992, the port of “Bintulu”, “Johor” & “Penang” in 1993,
and the .pOI"t of “Kuanatan” in 1994 were also privatized, and private companies were
established. | '
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Figure A 6.1.3.

1 Privatization

Kelang Port Authority (KPA)

Establish

Kelang Container Terminal Bhd (KCT)
' - (privatized company)

Establish

Operate

Konas Terminal Kelang Sdn Bhd (KTK)

in Kelang Port

-—

Kontena Nasional Sdn Bhd (80%)

(KCT operator & major stockholder)

P & O Australia Ltd (20%)

Investment

2) Current Status of Privatization_

The following Table A.6.1.3.12 & A.6.1.3.13 shows the composition of stockholder$ of
KCT and KPM. In both cases, the ratio of general investors is smaller than that of other
investors. The paid-up capital of KCT amounts to RM125 million with 50,000 stockholders.

Table A.6.13.12  Composition of Stockholders of KCT

General Investors

Stockholder KCT employees
1986 (%) -
1992 (%) 35% 5%
Table A.6.1.3.13 Composition of Stockholders of KPM in 1992
- Stockholders | Kontena MISC Singapore Pilgrim fund
' National Bhd * Malaysia government Board
shipping '
company :
Percentage 52.5% 25% 12.5% 10%
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3) Evaluation of the Privatization

The following Table A.6.1.3.14 shows that financial situation of KCT. The turn-over,
profit, paid-up capital, dividend, etc. have been increased from 1990 to 1994, In addition,
some say that the quality of ireatment of the employees has been improved. Generally
speaking, the privatization of ports in Kelang Port can be highly evaluated.

Table A.6.1.3.14 - Financial Situation of KCT form 1990 to 1994

{Unit ;: 1000 Ringgit)

Ttem 1990 1992 1994 1990-94
(Privatization} Rate
© Tumover 127221 160,839 181,551 | 42%up
@ Profit before tax 38,151 48,478 47,768 25% up
@ Profit after tax 21,588 30,397 34,029 58%up
@ Paid-up capital 111,624 125,000 125,000 12% up
® Total shareholder’s fund 135,887 199,939 230,632 70% up
® Dividend (net) 12,643 15,180 | 17,500 38%up
@ Dividend rate (%) gross 17.43 18.40 20.00 15% up
15.20 14.75 7% down

Return on shareholder’s fund (%)

15.89

Prepared by OCDI o
Note : US$1 = 2.55Ringgit (1996.3)
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Appendix 6.2.3  Establishment of “Appropriate” Tariff System in International Hub Port

(1) Basis of Estimation
The basis of the estimation is as follows ;
Note :

1) Exchanging rate  Rp.5,000 = US$1
S $0.56 =USS$I (at 1.16.1998)

2) Source © Singapore : TARIFF 1996 (published by PSA)
Indonesia : DGSC (TarifY rate is at July, 1998}

(D Port dues (Anchorage)

Description " Indonesia (Tg. Priok) Singapore

Port dues US$1,980/within 10days US$2,142/ within 24 hours
(Anchorage) o :
_ - * International *Not exceeding 24 hours
| _ | — S$$8.50=US$4.76/100GT
US$0,044/GRT/10 days 24~48 hours
—US$4.4/100GRT/10days — $$9.00 = US$5.04/100GT
i ' ' 72~96 hours
1JS$4.4 X (45,000GRT+100GRT) | —» $$10.00 = US$5.6/100GT

=1JS%1,980 * Iny case of 10 hours

US$4.76/100GT X
(45,000GT <+ 100GT)
= US§$2,142

* For reference
96~ 120 hours

~— S$11/100GT
Per subsequent 24 hours
— S$3/100GT
. -
In case of 240 hours
" §$26/100GT/10days

=US$14.56/100GT/10days
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@) Pilot fees

Description Indonesia Singapore
Pilot fees 1JS$268.80 X1 US$173.6 X2 movement
' = 1J8$268.80 = US$347.20
* Enter/out International *40,000-50,000GT
. Ist hour : S$310
501-1000GRT US$22.40 | Every subsequent 1/2 hour
For any SO0GRT added with | : S$155
US$2.80 !
l $$310%0.56
2.8 X (45,000-1,000)-+ 500 =8%$73.60 / movement
=1J5$246.40
Y
US$22.40+246.40
=[JS$268.80
@ Towage
Description Indonesia Singapore
Towage US$715 US$470.40 X 2 movement
(International) =1US$940.80

*

18,001-75,000GRT
regardless of time
regardless of how many

times are actually used
- US$715

*

30,000-60,000GT

1st hour

: S$840 / movement
Every subsequent 1/2 hour
- 5$420

|-

S$840%0.56 =
US$470.40 / movement
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(@) Berth dues

Description

Indonesia

Singapore

Berth dues

US$2,610

* Concrete berth
(International)
US$0.058/per GRT

/within 14 days

according to the following

US$1,960

*(a) (1) at a container berth
with quay crane at Tanjong
Pagar Terminal, Keppel
Terminal or Bran: Terminal

base period (B) where the LOA exceeds
[ _ 150 meters
0.058 X 45.000 (1) $150 per hour thereof for
:US$2,616 the first 150 meters of LOA
. (2) $4 per meter per hour
* Base period or part thereof any thereof for
15,000 and above : any LOA in excess of 150
14 days ' mzters
(S$150 + (8$4 X 50m))
X10hr -
=5$3,500X0.56
= US$1,960
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) Container handling fees by using gantry cranc at container terminal

Description Indonesia Singapore
Container handling fees US$62 X 1000TEU US$84 X 1000TRU
(FCL 20" container) = 1J$$62,000 = US$84,000
* Reference (Unit : per box)

Description Indonesia Singapore
FCL 20 ¢ US$H62 S$150 =1JS$84
container (include wharfage) (loaded FCL container)

*S$80 = 1US$44.8
40’ US$93 S$215 = US$120
{include wharfage) (loaded FCIL. container)
' *S$118 = US$66
Exceed 40 |- S$250 = US$149
' (loaded FCL container)
* 88135 = 18%75.6
LCL 20¢ Us$140 -
container (exclude wharfage)
' 40° Ussise -
' (exclude wharfage)
[ixceed 40 |- -
Transship = | 20 ¢ US$40 S$115=1US$64.4
ment (include wharfape) (loading or discharging a
transhipment container)
49 US$60 S$175 = US$98
(include wharfage) (loading or discharging a
transhipment container)
Exceed 40 © | - S$190 = US$106.4
(loading or discharging a
transhipment container)

* Note : This rate is applies to loading or discharging an empty FCL container at Tanjang
Terminal, Keppel Terminal or Bram Terminal.
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For reference
© Wharfage

Scope of application
1) Indonesia : In principle, wharfage applies only to un-containerised cargo except for LCL |
container (refer to @®).
2) Singapore : Whafage applies to only un-containerised cargo. For container’s wharfage
charge is included in the box rate (refer to ®).

Description Indonesia Singapore
Wharfage ' * Main ports (a) For cargo delivered to or
: _ received overside from a
20’ load : Rp.24,000 vessel  berthed  alongside
=US$4.8 per box another vessel
20" empty : Rp. 10,500 (b) For cargo delivered to or

=US$2.1 per box from a vessel and passing
. over the wharves

. $$1.50 = US$0.84

*This doesn’t  apply to
containerised cargo.
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(D Other container handling fees at container terminal in main ports

* The following charges shall apply to the handling of any load / container that can only be
handled with a container quay crane (gantry crane) / transfer equipment spreader with special
attachments or manual slings,

- Description Indonesia Singapore
Stevedoring 120 ° US$225 S$750 = US$420
charges (exclude wharfage) /per load/per hour
for un- 40 US$312 rcgardless of the size
containerised (exclude wharfage) (Loading, discharging or
cargo Exceed 40 |- shifting)

Stevedoring | 20 US$205 S$435 = US$243.6

for an 1 /per hour :

overheight or |70~ 1US$307.50 S$650 = US$364

overwidth /per hour

FCL :

COntainer Exceed 40 ¢ - S$710=1US8397.6

(OH FCL) _ . /pert hour

Stevedoring | 20° - US$256 -

for an : .

overheight or | 40 ¢ US$384.50 -

overwidth : ;

FCL Exceed 40 |- -

container '

(OH LCL) .

Stevedoring | 20° US$104 $$350 =US$196

for an — /per hour

overheight or (loading or discharging)

overwidth 4G ¢ US$156 S$$525 = US$294

transhipment /per hour

container (loading or discharging)

(i ranshipmenty | Evceed 40 ¢ | - $$580 = US$324.8
/per hour '

(loading or discharging)
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® Stevedoring charges for shifting container at container terminal in main ports

Description . Indonesia Singapore
Without With '
landing landing
operation opcration

Charges for 20 *1
shifling normal Us$23 | US$39 S$125 = US$70
containers e . : / per shifting operation
(using gantry 40 ¢ . . .| regardless of size of
craneg) _ US$34.50 US$58 container

Exceed - _ -

40 ¢
Charges for 20° US$104 US$175 *2 ' _
shifting IR . -1 S$450 = US$252
overheight : ' . o '
container 140 - | US$IS6 US$262 ¥
(shifting OH) - | S$675 = US$378

Exceed - ' - 1 *2 '

40 ¢ _ . _ S$750 = US$§420
Charges for 200 - [ 1US$225 US$335 -
shifting (exclude (exclude
uncontainerised wharfage) wharfage)
cargo S 140 US$312 US$464
(shifting UC) . [(exclude (exclude

, . .| wharfage) wharfage) |
Exceed . |- S )
40°

Note: *1 - :Per shifling operation including landing and reshipping = .
*2 : Shifting an OH or an OW container or a container stored athwartship
" including landing and reshipping '
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@ Other charges including extra movement, relocation, lifi on lift off and others

Description Indonesia Singapore

Opening and converling halch 1IS$36 Mo cost
Extra ~ 20° Without supporting devices | S§50=U8$28
movement — Rp.37,500= US$7.5 /per box /per movement
charges : :

With supporting devices

—Rp.75,000=TUS$15

{per box/per movement)

40 ¢ Without supporting devices | S$75 = US$57

— Rp.56,000=US$11.2 | /per box /per movement

With supporting devices

~— Rp. 112,500~ US$22.5

(per box/per movement)
Relocation 20° Rp.40,000=US$8 S$50=US$28

/per box/per movement /per box/per movement

US$75 = USH42

40 Rp.60,000=1US$12
' /per box/per movement /per box/per movement
Lifton/ 20°¢ Loaded container Loaded container
lift off — Rp.21,000=US54.2 - S$55=US$30.8
Empty container Empty container
— Rp.10,500=US$ 2.1 — S$20=US$11.2
QHAW/OL. container (per box/per movement)
— Rp.70,000= US$14 * Except transhipment /
{per box/per movement) re-export container
Loaded container Loaded container

40 *

— Rp.31,500=US$6.3
Empty container .
— Rp.16,000 = UJS$3.2
OH/OW/OI. container
— Rp.105,000= US$21
(per box/per movement)

—» 5§82 .50= 1US$46.2
Empty container
— S830=US§16.8

* Except transhipment /
re-export container
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Description Indonesia Singapore

Charge for 20° Electric charges Supply of electricity
recfer ~» Rp.40,000 (including connecting &
container = 11S$8/shift disconnecting, monitoring at
services reefer yard)

Monitoring services

~» Rp.12,500 S$2.20

= US$2.5/shift = US$1.232/per hour

40 Electric charges ditto
— Rp.62,500
= US$12.5/shift 53$3.30

Monitoring services
— Rp.12,500

= US$1.84/per hour

= US$2.5/shift
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Stacking fees = Storage charges of containers and uncontainerised cargo

Description Indonesia * Singapore *
Container 20°¢ (1) Empty (1) Empty
1) From first day~5 days 1) Tranship container
Rp.2,500/per box (D For the first 7 days
={J8%$0.5/per box No charge

regardless of time

2) For the period of 6~ 10 days
Rp.2,500/per day/per box
=USS1/per day/per box

3) After 11 days

Rp.7,500/per day/per box

=UJS$1.5/per day/per box

@) For the period of 7~ 14 days
S$4.50= US$2.52
/per day/per box

2) Any empty container
(Import/export)

(D Not exceeding 2 days
No charge

@ For the period of 2~7 days
S$6=US$3.36
/per day/per box

(2)FCL/LCL
1) From first days to 5 days

Rp.5,000 =US$1/per box
regardiess of time

2) For the peniod of 6~10 days
Rp.5,000 =US$1
/per day/per box

3) After 11 days

Rp.15,000/per day/per box

=1JS$3/per day/per box.

(2) A loaded container
I)ITranship container

(D For the first 7 days
No charge

&) For the period of 7~14 days
S$6=1US$3.36
/per day/per box

'2) Any other loaded container

(Import/export)

(D Not exceeding 3 days
No charge

@ For the period of 3~7 days
S$12 =1US$6.72
/per day/per box
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Container

40’

(1) Empty
1) From first to 5 days

© Rp.5,000=US$ 1/per box
regardless of time

2) For the period of 6-~10 days
Rp.5,000 = US$1
/per day/per box
3) Afier 11 days

Rp.15,000=US$3
/per day/per box

(1) Empty
1) Tranship container

(D For the first 7 days
No charge

@ ' For the period. of 7~14 days
-S89 = US$5.04
/per day/per box

2) Any empty container
{Import/export)

@ Not exceeding 2 days
No charge

@ For the period of 2~7 days
S$12 =18%6.72
/per day/per box

(2)TCL/LCL
1 From first day to 5 days

Rp.10,000 =US$2/per box
regardless of time

'_ 2) For the period of 6~11 days

Rp.10,000=US$2
/per day/per box

13) After 11 days

Rp30,000-US$6
/per day/per box ~

(2) A loaded container
1) Tranship container

(D For the first 7 days
No charge

N @ For the period of 7~14 déys

S$12 = US$6.72

- /per day/per box

2) Any other loaded container
(Import/export)

| @ Not exceéding3 days

- No charge

@ For the period of 3~7 days
S$24 = US$13.44
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* Note (Standard of days for storage fees )

(1) Indonesia (main port)

. (Unit: Rp.)
Description * Period 1 (per box/day) * Period 2 (per box/day)
FCL/LCL Empty Full | Empty
20° 5,000 2,500 After 11 days, it is charged at
Above 207 10,000 5000 | 200% per d(xy
QH/OW/OL, contatner 9.000 18,000
* Period |

The first 10 days, of which the first 5 days is counted as one day (w;thm 11 days)
* Period 2 ' ‘
It commences after 11 days and is charged at 200% per day (after 11 days).

(2) Singapore

Free storage for FCL import & export containers except for dangerous containers

Description -~ - . - Type - Free storage period
* FCL import & FCL emnty 48 hours
export FCL loaded .72 hours
containers _ OH/OW - 48 hours
Reefer 72 hours

* FCL import container
@O Commerce time of free storzigé period -
The free storage period shall commerce from the tlmb the contamu is dlSChaI‘bed
from the vessel is completed.
@ Completion of {ree storage period
If the frec storage period is exceeded, the store rent shall be ¢dlculated from the time
of completion of dlscharge of the vessel to lhe ume of dclwery
* FCL export containers - '
@O Cpmmerce time of free storage ﬁeﬁb'd R
- The frée storage period shall commerce from the timé such a container is rec'e_ivé'd. !
- (@ Completion of free storage period R ' ' |
If the free storage period is exceeded, the store rent shall be calculated from the time
of rec.eipt of the containers to the time the vessel berths.
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Appendix 6.3.2 Review and Reevaluation of the Present Legal framework
6.3.2.2 Revicw of Existing Legal Framcworks Regarding PSP
(3) Review of Presidenti.ai Decree No. 7 of 1998
The articles include the following items.

1) Contents of the Decree

(D Establishment of Indonesian corporation to part:cipate in mfrastructure
project

Scope of sectors applied by the Decree

Prmmpleq of prlvate sector participation

Respon31b1e ministers (executing agency) for infrastructure developmenl
Submission of infrastructure project :

Project list determined by the “Minister of BAPPENAS”

Opening of offer for PSP and drrangement of pre- quallflcatlon :

Offer evaluation

Evaluation of the result by “Evaluation Team”

Cooperatnon agreement with private sector

Project implemented by local government or state-owned corporation
Principle of service management :

Monitoring and evaluation of PSP by the “Minister of BAPPENAS”
Implementation of the Decree by Ministers

Validity of the Decree

58600000 000088

2) Contents of Appendix

The Appendix is composed of 8 chapters. It chiefly regulates the bidding
procedure, that is to say, selection style, tender procedure, pre-qualification,
tender document, bidding evaluation, bidding rejection by the executing agency,
simplified selection procedure, and monitoring and evaluation.

The important points are as follows | |

[ . Determination of cooperation project and private party participation
@ Obligations of the “executing agency” - Pre-feasibility study
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2 Obligations of BAPPENAS - Renewal and publication of “project list”
@ Determination of selection style

- More than Rp.50 billion - opened public bidding

- Project of clear technical specification - one-stage selection style

- Big projects require developing technical specification

- two-stage selection style

iI . Pre-qualification procedure

(D Evaluation of potential candidates based on pre-qualification procedure
@ Pre-~qualification of potential candidates by executmg agency

@ Implementation of two-stage offer :

Il. Tender document
D Contents of tender document
.- Auction invitation, instruction, offer form requirements, copy of
pre-feasibility study and others
@ Opening of pre-offer explanation meeting

IV. Offer evaluation _
(D Evaluation of the offers according to requirement and technical criteria
- Minimal basic design o
- Necessary technical requirement and environmental standard
- etc.
@ Cost evaluation
- Method of “Present Value of Financial Dlscountmg
- Demand projection, financial analysis, '
- Cost suggestion

V. Offer rejection by the executing agency

VL. Simplified competitive bidding
(D Selection of offer process

- Less than Rp.50 billion - simpler brddmg procedure
® Process of simplified procedure

'VIl. Announcement procedure to bidders

D Publication of.selection_ result to public
@ Announcement to all failed bidders
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@ Submission of objection to the Evaluation Team - Determination by the

Team

@ Signing of agrcement with winning parties

vil.

0]
@

Monitoring and evaluation
Duty of administration and monitoring of the project by exccuting agency
Submission of the report to BAPPENAS

3) Strong Points of the Decree

The text of the Decree is highly evaluated in the following respects ;

@®

@
@)

@
®

It stipulates the selection procedure based on clear and transparent
principles (§ 1,2,3,11,12). '

[t clarifies executing agencies and their roles of thcm (§ 4,5,7,9,10).

1t clarifies the roles of the Minister of BAPPENAS as a total coordinator and

evaluator of PSP projects (§4,5,6,13,14).

It requires “infrastructure project list” to be opened to the pubhc (§6-(2)).

It regulates the total procedure of selecting and the content of contract in
detail (§ 7~ 10).

The Append;x of the Decree also should be hlghly evaluated in the followmg

respects.

)

@
&)
@
®©

®
@
®
©)

It c}arlﬁes the obllganons of the executing agency, espemally with respect
to pre- feamblhty study ( T -1). :

It clarifies the obligations of BAPPENAS ( 1 -2}. -

1t regulates that large-scale projects-must be left to compet1t1ve bidding
process (1 -3). ‘

[t separates “one-stage offer process” for small projects and “two- stage ofter
process” for big projects ( 1 -4~6, 11-2).:

It clarifies the procedures of pre-qualification in order 1o enhance the
transparency of selection - advertlsement through mass -media,

pre-qualification document, etc. (11 -1).

It guarantees the right to raise an objectlon to “Evaluatlon Team” by
disqualified bidders in pre-qualification procedure (=1 (8)).

It clarifies the contents of tender document in order to enhance the
transparency of the system [QUY? 3

It defines the general criteria regarding blddmg ovaiuanon (V).

It defines the roles of “Evaluation Team? as-a final decision- maker

A-6:30



® © @&

@ 6

(11-1(8), V-3,4,5,7.89).

It altows “simplified bidding procedure” for projects with the cost of less
than Rp.50 billion in order to put forward fast-track implementation (VI).
It allows the selection result to be spread {o the public in order to strengthen
the transparency (VI[-1).

It allows failed bidders to submit complaints to “LEvaluation Tecam™ tn order
to protec't their rights (VH-2,3,4,5).

[t clarifies the duty of the executing agency in monitoring and evaluation of
projects (Wl-1~3), - .

it stipulates how to settle disputes between both parties (VIl-4),
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Appendix  6.3.3 Expansion of Working Ficld of Port Services
6.3.3.3 Terminal Operations in Major Asian Ports
(1) Keran Port in Malaysia

1) North Port

in principle, KPA sold all movable properties to private sector and leases all
fixed assets to private sector. At north port, KPA now leases all fixed assets
including whalves and yards to private sector (Kelang Container Terminal Sdn
Bhd = KCT) so that private sector provides port services for users. KCT operates
the following 4 container terminals at north port. _

Terms of the contract is long term (21 years), and the extension of the contract
is also allowed.

Table A.6.3.3.1 Terminal Operation at North Port of Keran

Berth No. No.8 No.9 NO.10 No.11

Berth Container / Container Container Container
' RoRo ' :

Length 213m 320m 320m 226m
Depth -10.5m -13.2m -13.2m -13.2m
Contract style ' Lease
Management KPA
body

Leased Land Lands for wharves & yards (67.7ha) and 12.3ha
buildings for CFS & others
Contract year 1986 1986 1986 1992
Terms of 21 years 21 years 21 years . 21 years
contract -
Lease charge | At beginning : RM16,95%,000/year , RM1,847,000
10% increase with every 3 years ' fyear
' 5% increase
with every 3
years

Prepared by OCDI
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2) South Port

At south port, KPA now leases other fixed assets including wharves and yards to

private sector (Kelang Port Management Sdn Bhd = KPM). The scopes of work of

KPM are as follows ;

(D KPM operates the remaining non-container terminals at north port.

@ KPM operates terminals at south port.

@ KPM provides “pilot”, tug, utility and other services at the whole port.

3) West Port

Privatization at west port started in 1994 through the following two schemes.
(D KPA constructs 12 berths, and leases them to KMT (Klang Multi Terminals
Sdn Bhd) based on a 30-year lease agreement.

@ KMT is now constructing the remaining 18 berths, and will operate them

based on 30-yvear BOT agreement.

Table A.6.3.3.2 Terminal Operation at South & West Port of Keran

Port Name Management | Contractor | - Contract -
o _ _ Body .~ Type
Non-container terminals at north port & | KPA Kelang Port | Leave all
Terminals at south port of Keran (Keran Management | o herations
’ Port (KPM) to private
Authority) sector
(21-year
lease
_ _dgréement)
Terminals | 12 Container Terminal | KPA Klang Leave-all
at west berths § (-14~15m, 300mX4) | (Keran Multi operations
port of General berth Port Terminal | to private
Keran (-14m, 200m x 4) Authority) [ (KMT) sector
Break bulk {(30-year
(-14m, 200m X 2) lease
Liquid buik agreement)
o (-14m, Dolphin X 2) e e e
18 berths KPA Klang BOT -
(Keran Multi ‘schemie -
Port Terminal | (30:year
Authority) | (KMT) BOT -
agreement)

Prepared by OCDI
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Appendix 6.3.4 Review of Possible Forms for Port Development and Operation
(1) Example of BOT Projects in Other Countries

[) Philippines : :

The government has been promoting development of port including bulk
terminal and grain terminal in Manila port on BOT scheme from the beginning of
the 1990s. _

Participation of foreign companies has been encouraged for infrastructure
development projects, and especially, BOT schemes are more valued under “BOT
Law”. For example, the “PPA 25-year Port Development Plan” includes 49 BOT
based projects among a total of 90 projects. | '

Moreover, the government has established a “BOT center” to promote and
arrange PSP prcuects, especially “BOT - projects”. The center is playing an
important role as a coordinator for the promotion of BOT projects. | '

2) Thailand

Container terminal BS at Laem Chabang port was .deve!'()ped'on a BOT basis.
Furthermore, CT C1 C2 and all D termmals aIso plan to be developed on BOT
basis,

3) Malaysia _ .
The private company (KMT) has been involved in a large-scale construction

pmJects (pro;ected 18 berths) at Keran port (West port) based on 30-year BOT
agreement.

. 4) Vietnam _ _
The government recently passed a spemflc law on BOT contracts, i.e., a
- document signed by investors and an authorized state body for the construction in
Vietnam of infrastructure projects including seaports. The decree provides some
apec1ﬁe mcentlves for sponsors of mfrastructure projects completed in this
manner. The BOT regulatlons aIso pr0v1de that the government shall create
favorable condltrons and sxmple _procedures for foreign organizations and
md1v1duals to invest in BOT prolects in Vietnam.

5) Myanmar _ _
Owing to lack of funds, Myanma Port Authority has been promoting port

A-6-34



development projects based on BOT. From 1996, the following four major

projects have been implemented by BOT scheme based on “Singapore capital”.

Table A.6.3.4.1 BOT Projects in Myanmar

Name of port

Kinds of terminal

Contractor

Ahlone No.2 terminal
Al Yangon

Terminal for general
cargo

Asia World Co. Ltd.
(Myanma capital)

MPA-Allied Inland .
Container Depo project at
Yangon

Container terminal

Allied Container
Services Private Ltd.
(Singapore capital)

General cargo terminal
development project at
Tilawa :

Terminal for general
cargo

Sinmardev International
Pie., Ltd.

(Singapore capital)

C & R container terminal -

project at Tilawa

Container terminal

C & R Myanmar Private
L.td., Co. ,
(Singaporc capital)

Prepared by OCDI
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Appendix 6.3.5 Lstablishment of transparent Selection Procedure for PSP

(1)

Examples in the Philippines

According to the BOT law in the Philippines, there arc two procedures for
sclecting, that is, the “public bidding process” and the “unsolicited proposals
process”. For reference, both procedures shall be introduced ;

1) Public Bidding Process

The procedure of the public bidding process under RA 7718 (BOT Law) is
shown in the following Figure A.6.3.5.1.

@

@
@

8 ee e

SRR

® ©

The government agency (PPA) selects projects for port development.
Projects which are identified for BOT will be announced in newspapers etc.
Interested private sectors prepare and submit pre~quallflcat10n documents
Pre-qualification is based on three criteria; technical experience, financial
capability and compliance with legal requirements.. The government agency
selects potential bidders from them. '

The government agency issues request for comparatlve proposal to
prequalified participants. _

Those participants prepare the proposal and submit it to the agency.
The agency selects the most responsive proposal of technical and financial
bids based on the rule for bid evaluation, |

The agency obtain ICC clearance for government’s exposure required by
approval. ICC stands for the Investment Coordinating Committee, which is
an inter-agency body responsible for overseeing national program and
projects.

The agency awards the pl’OjCCt to most responsive proposal.

The government agency signs the contract. _

The bidder secures environmental comphance certificate and other
conditions prior to contract effectlwty _

The government agency secures approvals from the Mohetary Board and
other related agency. . | :

The Monectary Board reviews and approves the terms of foreign exchange
payment. After those approvals, project implementation can begin.
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2 ) Unsolicited Proposals Process

The procedure of the unsolicited proposal process under RA 7718 (BOT Law) is
shown in the following Figure A.6.3.5.2.

e @8 ®e B0

&

©

A private sector prepares financial and technical proposal.

The government agency (PPA) endorses project for ICC (The Investment
Coordinating Committee) clearance.

PPA obtains ICC clearance for gov’t exposure required by proposal.

PPA issues requeé.t for comparative proposal. Other private sector
companics are givén 60 days after issuance of request to submit
comparative proposals. '

Original proponent has 30 days to match price of lowest comparative bid.

If it meets fower price, the original proponent signs with implementing
agency (IA). If not, the lowest comparative bidder signs with [A.

The winning bidder secures “Environmental Compliance Certificate” and
other conditions -p.recédent to contract effectivity.

The government agency secures the approvals of the Monetary Board and
other agencies‘. The Monetary Board reviews and approves the terms of
foreign exchénge payments.

After those approvals, the project can be impleinented.
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Figure A.6.3.5.1 The Public Bidding Process under RA 7718 (BOT Law)

Private Sector o Giovernment Agency
I Advertises BOT project
Prepares pre-qualification . ' - _
documents - - Prequalifies potential bidders ]
[ . Prepares proposal : ]<_| Issues request for comparative proposal I _

y

Obtains [CC clearance for gov’t

exposure required by approval

Awards project to most responsive

proposal :
Signs contract with Signs contract with winning bidder

implementing agency : o S l
Secures Environmental Secures Monetary Board
compliance certificate and and other Agency approvals
“other conditions precedent to
contract effectivity .

Project implemented =~ [«
Note :  1CC (Investment Coordinating Committee) is an inteba'gency body

responsible for overseeing national programs and projects.
Source : PPA
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Figure A.6.3.5.2

Unsolicited proposal

Prepare financial &

technical proposal

: Meets [owest price

No ?! * Yes ?

Original proponent
signs with

Implementing agency

Y

Lowest comparative
bidder signs with IA

I 3

| Winning bidder secures

~ Environmental Compliance
Certificate and other
conditions preceden.t to
contract effect'ivity

v

- . Project implemented

The Unsolicited Proposals Process under RA 7718 (BOT Law)

Government Agency

Agency endorses project
for ICC clearance

Y

Obtains ICC clearance for
gov’t exposure required

by proposal

v

Signs contract with

winning bidder

Secure Monctary -

Board and other

agency approvals

' Nofe . [CC (Investment Coordinating C_om'rh‘itj[.ee} is an inter-agency body

§

~ responsible for overseeing national programs and projects.

' _S(;urce : PPA
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Appendix 6.3.6 Incentive Through Deregulation
6.3.6.1 Existing Tax System
The data of tax system is at.thc end of March, 1997.
(1) Income Tax
Income tax in Indonesia is progressive and applied to both individuals and enterprises. A

self-assessment method is used to compute the tax.
The tax rates are as follows ;

Taxable Income Tax Rate
Income less than Rp.25million 10%
Income between Rp.25million and 50million 15%
Income over Rp.SOmillion : 30%

Tax rate is comparatively low and Ienient for investors. Low and lenient tax rate, and
simple tax structure are good incentives to investors. '

(2) Losses

The government provides a loss carried forward facility for a period of 5 years, Loss
carry period for a certain period is a good incentive to investors.
Especially the former period of time for investment may be hard for many investors. For

example, extension of the loss carry period for up to 10 years would be a good incentive
for such investors. |

{3) Depreciation and Amortization Rates

Depreciation cost on assets is deductible from the income before tax. Depreciable assets
are grouped into four categories depending on the useful life of the assets.

Investors may choose either the straight line method (for a period of less than 20 years) .
or the fast declining balance method (except for building). '

Depreciation and amortization rate is determined according to the useful life and
utilization of facilities (see Table A.6.3.6.1). '
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Table A. 6.3.6.1

Depreciation Rate

Physical Asset Useful Life Method of Calculation
{years) Straight Line (%) Declining Balance
(%)
1) Non Building 56
Group | 4 25 25
Group 2 8 125 125
Group 3 16 . 6.25 10
Group 4 20 5
2) Building
Permanent 20 5 -
Non permanent 10 10 -
Table A 6.3.6.2 Amortization Rate
Non Physical Asset Useful Life Method of Calculation
' Straight Line (%) Declining Balance
_ (%)
Group 1 4 25 50
Group 2 8 12.5 25
Group 3 16 - 6.25 12.5
Group 4 20 5 10

(4) Value Added Tax and Sales Tax on Luxury Goods

In normal .cas'es, 10% Value Added Taﬁ (VAT) is applied to mmports, manufactured
goods, and most services. In addition, there is also a sales tax on luxury goods ranging
from 10% to 35%, whenever applicable.

(5) Withholding Taxes

- Payments of div_idcnds, intérests, royalties and technical & management fees for services
performed in Indonesia to Indonesian and non-Indonesian residents are subject to
withholding tax. The withholding tax rate varies, depending on whether it is paid to a
resident or non-resident as follows : |

Payments to Indonesian residents 15%
(except for technical and management services)
Payments to non-Indonesian residents 20%
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(6) Stamp Duty

Stamp Duty is nominal only at cither Rp.2,000 or Rp.1,000 on certain documents. The
rate of Rp.2,000 is applicable for lefters of agreement and other letters, Notarial Deed and
Land Deed including its copies.

Kinds of document | Money value started The rate
For all documents More than Rp.1 million Rp.2,000
Between Rp.250,000 and Rp.1 million. Rp.1,000
Below Rp.250,000 Free .
For checks : ' Rp.1,000 regardless
. of money value

(7) Land & Building Tax (Property tax)

Land & building tax is payable annually on land, buildings and permanent structure. The -
effective rates are nominal, typically “not more than one percent per annum” (0.1%) of the
~ value of property. '

(8) Double Taxation Avoidance Agreemems L
To avoid incidental double taxation on certain income such as profits, dividends,
interests, fees and royalties, Indonesia has signed agreements (tax treaties) with 32

countries. “Withholding tax rates” applled to residents of these countries signing tax treaty
with Indonesia may be reduced based on the pr0v151ons ofthe pamcular tax treaty
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6.3.6.2 Existing Tax Incentive System for Private Sector
(1) Tax Concessions to Corporate Income Tax for Foreign Investors

The “Foreign Investment Law No.1” provides foreign capital enterprises with the
exemption from “company tax on profit” during a specified period not exceeding 5 y@ars
from the moment the eriterprise commences operation.

In addition, the “government regulation No.45” (1996.7.8) has introduced “a tax
holiday” for specified industries. However, the specific industries have not yet been
clarified, and thus the industries are determined on a case-by-case basis.

- (2) Tax Exemption & Relief for Foreign & Domestic [nvestment

All investment projects approvéd by BKPM (foreign direct inveqt:ﬁent) as well as
PMDN (domestlc mvestment) projects mcludmg specxﬁc expansion projects will be
granted the followmg

1) Exemptlon and Relief from mport Duty and Levies
O On the importation of capltal goods, namely machmery, equlpmem sparc parts
and auxiliary equipment.
@ Onthe importation of raw materials for the purpose of 2 years full production
(accumulatcd productlon time)

2) Exemption from “Transfer of Ownership Fee™ for Ship Registration Deed and
“Certificate made for the First Time in Indonesia - '

(3) Other Special Incentives for Foreign Investors:

Further, as spemf ed by BKPM, forei gn nvestors may be ehglble for a number of other
-incentives suchas ; ' : . S
1) Relief from customs duties on raw materials “and supp]ementafy goods for a
maximum of 2 years o
2) [_)e_férment of the value added tax on imported capital goods
3) Deferment of sales tax on imported capital goods for public transportation
However, no import duty relief is granted if the capital goods being imported are
produced in sufficient quantities in Indonesia.
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(4) Special Tax Concession for BOO & BOT Projects

Special tax concessions for BOO & BOT projects may be permitted under a new

package of tax laws (which came into effect in January 1995) in order to encourage private

sector  investment. The regulations provide authority to the government to grant special

tax concessions for companies establishing industries and economic sectors considered to

be of “national priority” or in “remote areas”. The kind of industry and the project site will
be determined further in the Presidential Decree.

The new concessions include ;

D Accelerated Deprecia’tion and Amortization

Table A.63.6.3 Accelerated Depreciation and Amortization

Useful Life

Method of Calculation

Physical Asset
(years) Straight Line (%) Declining Balance
| - (%)
1) Non Building 100
Group 1 2 50 - 50
Group 2 4 25 50
Group 3 8 12.5 20
Group 4 10 10
2) Building -
Permanent 10 10 - -
Non permarnent 3 20 -

2) Extension of the Loss Carry Period for up to 10 years

3) A Reduced Rate of Withholding Tax on Dividends

4) Reduced Personal Corporate Tax (droppmg from 35-30%)

Reduction on income tax of net income after tax as mentioned i n artlcle 26 of law
‘No.7, 1983 and law No. 10, 1994.
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6.3.6.3 Comparison of Tax Incentive System for Foreign Capitals

The data of tax incentive system for foreign capitals is at the end of 1997. The

comparison of the existing tax incentive system with other Asian countries is given in the

following Table.

(1) Corporate Income Tax .

Country

Existing Tax Rate

Tax Incentive System

f'Indonesm'

10, 15°&30%

| Tax holiday system (Government regulation No.45) -

= The details of specxf' cindustries are not yet clanﬁed
_and thus the system is not yet established.

Malaysia

30%

(D Company with pioneer status
: 30% of its statutory income for 5 years
“commencing from the date of production

&) More favorable tax relief on a case by case basis
: 100% tax relief to “strategic projects” of national
- importance granted in the concession agreement

Thaitand h

30%

Prioritized company approved by “BOI”
© A 3~8-year tax exemption from the first profit
making year '

Vietnam

10,15,20% &
more than 25%

(D Most-prioritized field
: A 4-year tax exemption from the first prof' t makmg
year, then 50% tax reduction in the next 4 years, and
10% reduction subsequent.

@ Prioritized field
: A 2-year tax exemption from the ﬁrst profit makmg
year then 50% tax reduction in the next 4 years and
~ 15% reduction subsequent.

@ Standard field :
. A 2-year tax exemption from the first profit
making year, then 50% tax reduction in the next 3
- years, and 20% reduction subsequent.

China

33%

(D Port projects with more than 15 year-business terms
: A S-year tax exemption (commencing from the year
when the project begins to make a profit) &
thereafter a 50% reduction for another S years

@ Port projects with less than 15 year-business terms -
: 15% tax reduction

Prepared by OCDI
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(2) Import Tax Duties imposed on Fixed Assets

Country Tax Incentive System
]ndonesxe"' | Exemption from the’ duties_at the time of entry into Indonesia of fixed
1 -assefs such as machinery néeded for.the operation of the enterprises. -

Malaysra Exemption from the duties for most of machinery & others.

Thailand Exemption or 50% reduction.

Vietnaim Exemption from the duties for machinery & others for some specific
cases.

China ‘Exemption from the duties for machinery & others for some specific

cases. RN :

(3) Import Tax Duties imposed on Raw Materials & Supplementary Goods

Country : I Tax Ineentlve System
Indonesi

MdldySId - ermptron from the dutres for raw materrals & supplementary g,oods

Thailand A 1-5 year exemption :

Vietnam Exemption from the duties for raw materials & supplementary goods
for some specific cases. :

China =~ | Exemption from the duties for raw matenals & supplementary goods
for some specific cases. :

4 Wi'thho'!di_ng'Taxe's on_Diviﬁend, Interests & Royalties

Country | Existing Tax Rate_| “Tax Incentive System

Indene51a‘-f= :
Malaysza - NA
Thailand . NA ‘
Vietnam 10% (maximum) | 5% reductlon on all profits remitted abroad
China - 20% Exemption from the tax from profits earning from
C o foreign investors. No other exemptions.

Prepared by OCDI -
(5) Resu!,’rs of't_he ,Cemp_ar_i'_son_: )

The results showa that only Indonesia doesn’t have a firm incentive system for eorporate _
income tax. There are little differences among the other tax incentive systems.
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