Chapter 4 Development of Infrastructures other than Ports
4.1 Road Network
411 Outline

Road network is one of the mgor nationd infrastructures supporting the socioeconomic
development of the country. In 2001, the total length of road network reached 202,083 kilometers.

The development of the road network in the Philippines is being undertaken by two entities: about
30,000 km of nationd road including expressways are under the Department of Public Works and
Highways (DPWH), while the remaning 172,000km is under the jurisdiction of the loca
government units (LGUS). Theratio of paved road length in the total road length has increased every
year and reached 21 % in 2001.

412 Mager Plan on Strategic Road Network Development Project
DPWH hasformulated the following master plans on road networks.

1) Master Plan Study on Luzon Idand Strategic Road Network Development Project (LISR), July
1993

2) Master Plan Study on Visayas Mindanao I1dands Strategic Road Network Development Project,
March 1999

3) Updating of Master Plan Study on Luzon Idand Strategic Road Network Development Project
(LISR), June 2001

The road network is shown in Figure 4.1.1 referring to the available road map and the future plans
described in these master plans under the assumption that the 2' and 3 program will be completed
by 2009 and 2024, respectively.

413 Road network development in Metro Manilaand itssurrounding area

Traffic congestion in Metro Manila is getting severe and it is anticipated that further redtrictions on
large vehicles will beintroduced. According to the demand forecast, consumer goods will increase in
line with population growth. However, main cargoes are and will continue to be generated in the
indugtrid areain the south of Metro Manila



(1) Metro Manilaarea

It has been decided that dl highway congtruction projects in Metro Manila except one route will be
executed through BOT. However the projects have not yet moved forward. The government
recognizes the importance of carrying out these projects as soon as possible. Allowing the priveate
companies to return their rights and to reconsider the projects from the first step is an ideathat should
be examined.

DPWH carries out congruction of roads other than highways based on its development plan.
However, the number of newly planned roads is inadequate to meet the increase in traffic.

Therefore it is not expected that road conditions in Metro Manila will improve dramaticaly in the
coming 20 years, moreover, it is believed tha the expanson of Manila port would further aggraveate
the traffic congestion. The only possible site for anew port might be the offshore areain Manila bay
on the extended line of Edsa Street.

(2) South areaof Metro Manila
Large indudtrid areas have been developed in the south of Metro Manila including Cavite and
Laguna. Many factories in Laguna are located dong the expressway a the west Sde of Laguna bay.

The condition of Cavite road, however, isvery poor.

At present the CAVITE BUSWAY, which runs through CAVITE from north to south and has five
lanes on either is being planned.

Road development from Manila to Batangas has not been completed yet. NEDA would like to see
this development carried out as soon as possible since there is a srong demand from factories in the
southern industria area.

(3) North areaof Metro Manila

The road between Subic and Clark will be completed by 2007 usng a JJBIC loan.



4.2 Rail Transportation
421 Outline
(2) Philippine Nationa Railroad (PNR)

Philippine Nationa Railroads (PNR) was established in 1964 and operates the long-distance railroad.
Its Main Line North is no longer operationa, while the Main Line South to Bicol province runs only
four or fivetrips daily servicing

(2) Metro ManilaRallway (MMR)

There are two light rall sysems operating in Metro Manila Railway: the Light Rall Trangt (LRT)
Line-1 and the Metro Rall Trandt (MRT) Line-3.

(3) Passenger and Cargo Traffic of Rallway Sector

Although the passenger traffic transported by PNR reached 1,650,000 people in 1981, the volume
decreasad by 319,000 in 2001.

Passenger traffic of 6 million people was recorded by MMR in 1981. However, due to increased
competition with road trangport the volume of passengers spirded downward, eventually dropping
as low as about 2 million people in 1989. Passenger traffic has since recovered somewhat due to a
reduction in fares, recording 4,787,000 personsin 2001.

Although the cargo volume by rallway was 134,000 tons in 1981, the volume gradualy declined.
Eventudly, cargo trangported by PNR was discontinued in 1996.

422 Major Development Plan

(2) The Light Rail Trangt Line-1 Capacity Expansion Project
(2) The Light Rail Trangdt Line-1 Extensor/LRT6 project

(3) Metro Rail Trandt (MRT) Line-3 Expansion

(4) The MRT Line-4 Project

(5) The Light Rall Trangt Line-2 project

(6) Manila-Cdabarzon Express (MCX) Commuter Rail Project
(7) Rehabilitation Projects and New Line Congtruction Project



4.3 Air Transportation

431 Outline

The airport sector is managed, operated, and regulated by the Air Transportation Office, which is
under the direct supervision of the Department of Transportation and Communications. There are
eighty-five 87) public airports in the Philippines in year 2000. Four @) airports are desgnated as
internationd airports (Ninoy Aquino Inter-nationa Airport, Subic, Clark, and Cebu) four (4) others
are designated as dternate international airports (Zamboanga, Davao, Generd Santos/Tambler, and
Laoag). An additiona twelve (12) airports are designated as trunk-link airports, thirty-six (36) as
secondary airports and thirty-one (31) as feeder airports.

In these public arports, domestic passenger and cargo traffic of 12 million persons and 245,000 tons
were handled in 2000

432 Major Development Plan

The Philippines civil aviation master plan was drawn up with the assstance of the International Civil
Aviation Organization (ICAO) and United Nations Development Programme (UNDP) in 1992. The
plan was re-examined in 1996. According to this magter plan, the god is to improve internationa
arports in each region in which DOTC has jurisdiction from the viewpoint of loca equilibrium
development.

Maor development projects are asfollows:

1) NINA Development

2) Laoag Internationa Airport Development Project

3) Legazpi Airport Development Project

4) Selected Airports Development Project  (Tacloban and Bacolod (Silay))
5) New lloilo Airport Development Project

6) Mactan (Cebu) International Airport Project

7) Third Airport Development Project

8) Laguindingan Airport Development Project

9) Davao International Airport Development Project

10) Zamboanga Internationa Airport



4.4 Traffic by Transportation M odes

There are three modes of transportation, namely, Land Trangportation, Sea. Transportation and Air
Transportation. In addition, Land Transportation is divided into Road Transportation and Railroad
Trangportetion.

In ports and airports, cargo traffic is measured by handling volume such as inbound and outbound,
while in railroad transportation, trangported cargo volume and passenger are recorded as traffic
volume. For thisreason, in order to compare under the same conditions, cargo volume transported by
railroad is doubled.

44.1 Passenger Traffic

Railroad passenger traffic has remained rather sable while that of long-distance bus (*), domestic
shipping and domestic air traffic has been increasing a an annua rate of 5 - 7%. Short distance road
passenger such as those transported by city bus, jegpney and taxi is not included in road passenger
traffic.

Asto the share by trangport mode, sea transportation occupies 70 - 75% of the total.

Table4.4.1 Passenger Treffic by Transportation Mode

TrafficMode 1991 2001 Increase Annual Increase
Rail wav 10.326.800 10.211.400 98.88% -0.11%
L ona Digtance Bus 762.727 1513590 198.44% 7.09%
SeaTrdffic 31.715.783 55.797.795 175.93% 5.81%
AirTraffic 7.687.468 12.017.417 156.32% 5.09%
Totd 50492.778 79.540.202 157.53% 4.65%

44.2 Cargo Traffic

Cargo traffic of railroad decreased while that of domestic shipping and domegtic air traffic has been
increasing a an annud rate of 4 -5.5%. Average annud rate of increaseisshown in Table 4.4.3.
Seatrangport is by far the dominant mode.

Table4.42 Cargo Traffic by Transportation Mode

TrafficMode 1991 2001 Increase Annud Increase
Ral way 43,800 3,400 7.76% -22.55%
SeaTreffic 58,630,134 87,544,738 149.32% 4.09%
Air Traffic 151,098 246,289 163.00% 5.58%
Totd 58,825,032 87,794,427 149.25% 4.09%
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* Bus which connects cities between Luzon idand and other idands




Chapter 5 Present and Future Traffic of Cargo and Passenger

51 CargoVolumeby Regionsand PAs(PMOs) / Public Port Development Bodies

Port Management Offices (PMOs) of PPA, CPA and many public port development bodies such as
SMBA, PIA, BCDA, CEZA, ARMM and LGUs are found in seventeen (17) regions of the
Philippines. These organizations manage their ports. In addition two port authorities (PAs) dso
monitor other private ports in their areas. Although each management body prepares data on port
activities individualy, there is no organization that consolidates dl data. The study team collected
these data and arranged them in Table 5.1.1. The Table 5.1.1 showsthe totad cargo-handling volume
of Philippines portsin 2001 isaround 163 million tons.

Table5.1.1 SeaBorn Cargo Volumein 2001

Unit : ton
Region Region Port Management Body| Import Export Inbound | Outbound | Total Cargo
North Harbor (Mnl) 1,540,943 0| 7,726,750 8,589,744| 17,857,437
NCR |National Capital Region South Harbor (Mnl) 6,348,106 474,980 6,203,211 64,487| 13,090,784
M.I.C.T. 6,914,717| 3,989,829 3,750 6,090| 10,914,386
CAR |Cordillera Autonomous Region

1 llocos San Fernando, BCDA 3,483,174 31,729 303,670 13920 3,832,493
2 Cagayan Valley San Fernando, CEZA 5 55,500 408 0 55,913
3 Central Luzon SBMA 1,384,325
Limay 9,812,702 794,990 394,043| 5,794,105| 16,795,840
4A  |Southern Tagalog Batangas 15,037,310 644,009 3,019,643| 5,248,072| 23,949,034
4B |Southern Tagalog Calapan 0 0 368,371 328,719 697,090
4B P. Princesa 8,349 483,402 478,346 210,302 1,180,399
5 Bicol Legazpi 216,315 135,784 1,849,468| 1,151,849 3,353,416
6 Western Visayas lloilo 385,577 176 2,379,118 890,839 3,655,710
Pulupandan 201,936 148539 2,112,468| 1,331,007| 3,793,950
Dumaguete 32,698 472,357 700,175 388,256 1,593,486
7 Central Visayas Cebu 1,811,998| 1,599,130 5,250,167 6,143,334| 14,804,629
Tagbilaran 40,648 387,999 827,309 903,973 2,159,929
8 Eastern Visayas Tacloban 1,909,948 827,665| 2,345/464| 2928,709] 8,011,786
9 Western Mindanao Zamboanga 177,977 249,158 1,241,149 659,151 2,327,435
10 Northern Mindanao Cag. De Oro 4982,114] 5,308,801| 2,632,046 2,417,630| 15,340,591
Ozamiz 35,758 165423 1,363,754| 1,082,785 2,647,720
11 Southern Mindanao Davao 1,168,845| 2,836,733 2,192,399 1,210,780| 7,408,757
Gen. Santos 251,303 443,110 878,092 876,893 2,449,398
12 Central Mindanao lligan 436,349 488,750| 1,250,807| 1,298,185 3,474,091
Cotabato 0 0 38,917 69,968 108,885
13 Caraga Surigao 64,491 990,092 405,754 650,292 2,110,629
Nasipit 93,876 415 561,389 442,073] 1,097,753
ARMM |Autonomous Region Polloc* 0 0 0 0 757,948+
Muslim Mindanao Jolo* 0 0 0 0 240,362*
Total 54,955,139| 20,528,571| 44,526,668| 42,701,163|163,582,990

Sauce: Statistical Yearbook 2001, PPA Annual Statistical Report, CPA, SBMA, ARMM and arranged by the Study Team.

Remarks: Cargo volume of Polloc* and Jolo* were recorded in1998 and the Total is not include these figures.



52 Present Cargo Situations

521 Total CargoVolumes

Tota sea borne cargo volume in the Philippines increased from 106 million tons in 1991 to 163
million tons in 2001 at an average annua growth rate of 4.43%. Foreign bulk cargo, comprised
mainly of crude petroleum, refined petroleum and minera fud (cod, coke) is the mgor cargo type.
For foreign cargo, the biggest growth rate is seen in container cargo while for domestic cargo,
container cargo and Ro/Ro cargo show large growth rates. The growth of foreign break bulk cargo
and domestic break bulk cargo isstable.
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522 Present Cargo Trafficby Cargo Typeand by Regions

(1) Foreign Container Cargo

Foreign container cargo volume increased from 5.9 million tonsin 1991 to 15.0 million tonsin 2001.
Thislargeincrease is partly due to the fact that some bresk bulk cargo is shifting to container cargo.
Foreign container cargo is handled mainly at Manila, Cebu, Cagayan de Oro and Davao but the vast
majority ishandled at Manila. About 20% of foreign container cargo handled in Manilaistransferred
as domestic container cargo to/from other regions. Import container cargo volume is about 1.8 times
larger than export container cargo volume and the former is growing at a faster rate than the latter.
Large growth rates are seen in Centrd Visayas and Southern Mindanao.

(2) Foreign Bresk Bulk Cargo by Regions

Foreign break bulk cargo volume increased from 6.5 million tonsin 1991 to 8.5 million tonsin 2001.
Foreign break bulk cargo has not greetly increased in the past 10-year period. One of the causes of
this is that some breek bulk cargo is shifting to container cargo. NCR and Southern Mindanao
regions have large shares of break bulk cargo. Mgor commodities of import bresk bulk cargo are
Iron & Sted and Cement at NCR and those for export are fruits & vegetable in the Southern
Mindanao region. Annua growth rate for import bresk bulk cargo is 3.27% and that for export is
1.23%.

(3) Foreign Bulk Cargo

Foreign bulk cargo volume increased from 35 million tonsin 1991 to 52 million tonsin 2001. Import
bulk cargo volume is three times larger than the export cargo volume. Mgor commodities of import
bulk cargo are crude petroleum and minera fud mainly imported at Region 3 and Region 4A. Mgor
commodities of export bulk cargo are metaliferous exported at Northern Mindanao region followed
by coconut ail.

(4) Domestic Container Cargo

Domestic container cargo volume increased from 14.3 million tons in 1991 to 26.9 million tonsin
2001. Domestic container cargo has continued to increase a a high growth rate. All the incoming and
outgoing container cargo was primarily from the NCR region followed by Centrd Visayas, Southern
Mindanao, Northern Mindanao and Western Visayas. Domestic container cargo is mainly adopted
for long distance transport and transported by RO/RO ferry vessals and conventional cargo vessals.

(5) Domestic Bresk Bulk Cargo



Domestic break bulk cargo volume hasincreased from 25.5 million tonsin 1991 to 31.5 million tons
in 2001. Statistical domestic break bulk cargo can be classfied into two categories, one is RO/RO
cargo and the other is actud break bulk cargo.

1) Domestic RO/RO Cargo (Transport Equipment)

Domestic RO/RO cargo is mainly transported by short distance RO/RO vessdls. Domestic RO/RO
cargo hasincreased very rapidly from 2.7 million tonsin 1991 to 9.2 million tonsin 2001, especialy
in Bicol region and Eastern Visayas region. (It should be noted that the RO/RO cargo volume
includes only the weight of the vehicles being carried, and excludes the weight of any cargo that
vehicle may be carrying.)

2) Actua Bresk Bulk Cargo by Regions

Actud bresk bulk cargo is cargo that cannot be containerized such aslong Iron & Stedl, some types
of heavy cargo and small-lot consgnment and that is not carried on a vehicle in a vessd. Actua
domestic bresk bulk cargo was 22.8 million tons in 1991 and 22.3 million tons in 2001. Actua
domestic bresk bulk shows stable trend.

(6) Domestic Bulk Cargo by Regions

Domestic bulk cargo has increased very rapidly from 19.2 million tonsin 1991 to 28.8 million tons
in 2001. Domestic bulk cargo has showed a strong increase. The mgor commodity of domestic bulk
cargo is refined petroleum. Crude petroleum isimported at Central Luzon and Southern Tagdog and
refined there. Mgor origins of domestic bulk cargo are Central Luzon and Southern Tagalog (4A)
and destinations are NCR, Centrad Luzon, Centrd Visayas and other regions. Almost dl domestic
bulk cargo ishandled at private ports.
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53 Present Sea Passenger Traffic

531 Total SeaPassenger Traffic

Domestic sea passenger traffic by region is shown in Figure 53.1 (also see Tableb.3.1). Sea
passenger traffic increased from 31 million passengersin 1991 to 55 million passengersin 2001. Sea
passengers are classfied into long distance passenger and short distance passenger.

persons Sea Passenger Traffic
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Figure5.3.1 Present Sea Passenger Traffic by Regions

5.3.2 LongDigtance Passenger and Short Distance Passenger by Traffic Modes

There are three (3) modes for long distance passengers in Philippines. sea transportation, air
transportation and land transportation. Land transportation isdivided into road and railroad.

Table5.3.1 Long Distance Passengers

Long Distance 1991 2002 Increase
By Sea 7,469,648| 8,999,251| 120.48%

By Air 7,687,468|12,017,417] 156.32%

By Land 762,727 1,696,554 222.43%
Total 15,919,843(22,713,222| 142.67%

Short Distance 1991 2002 Increase
By Sea 24,246,135|48,000,749| 197.97%

Source: PPA, CPA, Air transportation Office and survey by the Study Team



5.4 Procedurefor Egimation of Cargo and Passenger
54.1 Flow of Estimations

The initial stage of the procedure is to collect statisticd data on traffic activities, especidly
port-related data, and arrange them in atime series. Datais aso arranged by regions according to the
port management bodies. The data is complemented by data obtained through an OD survey
conducted by the Study Team & the ports located on the Pan-Philippine Highway and through
interviews a mgjor ports in Philippines. The data is then andlyzed to identify characterigtics, trends
and growth of cargo and passenger traffic. Further, the correlaions between this data and
Socio-economic data are analyzed.

Next, future cargo volume and passenger will be estimated according to the formulated
socio-economic framework.

Procedurefor Cargo & Passenger Estimations

Collection Statistical Cargo & Natural Conditions
Passenger Data and Site Survey Socio-Economic Data
v ‘l‘
Analyze Analyze
v l
Characteristics, Trends, Growth, etc. N Analyze | Characteristic, Trend, etc.
of Cargo and Passenger Correlation, Relevancy, of Population, GDP, GRDP, etc.
by Cargo Types, Regionsand Ports Relation, etc.
€ Socio-Economic Framewor k
Population, GDP, GRDP, etc.

A 4
Future Cargo and Passenger

Estimations

by Cargo Types and Regions

Figure54.1 HFow of Esimations



54.2 Conditionsfor Esimations

The followings conditions are adopted and considered for forecasting the passenger and cargo
volumes.

(1) Naturd Conditions

ThePhilippinesis an archipelagic country consisting of more than 7,100 idands.

(2) Socio-Economic Conditions

1
2)

3)

4)
5)

Population projection as given in chapter 2.1 istaken into account.

Three (3) GDP growth rate scenarios (3.5% in the low growth case, 4.5% in the medium growth
case and 5.73% in the high growth case) are adopted for macro estimations.

The medium growth case of GRDP (Gross Regional Domestic Product) projection as described
in chapter 2.2.1 isadopted for regiona cargo estimations.

Potentia growth areas asidentified in Figure 2.2.12 are considered.

NCR, Region-3 and Region-4A are treated as the same region group where the same economic
trend and activities will be seen in a broad perspective. Greater Capital Region (GCR) covers
these 3 regions.

(3) Present Situations and Trend of Transgportation

1
2)
3)
4)
5)
6)
7)
8)
9)

Break bulk cargo is shifting to containerized cargo.

Domestic break bulk cargo is classified into RO/RO cargo and break bulk cargo.
Passenger traffic is classified into long distance passenger and short distance passenger.
Future maximum containerized ratio is assumed as 90% for foreign and 80% for domestic.
Shortening of whole transportation time

Reducing the whole transportation cost

Reducing the cargo damage during transport

More efficient transport (Mass transportation without delays and multiple handling)
Reducing port development cost

(4) Future Development Plans

1)
2)

Port Development Plans which are prepared mainly by PPA and other port devel opment bodies
Road Devel opment Plans which are prepared by DPWH.



55 FutureCargo Traffic
55.1 Projected Total CargoVolume

Based on socio-economic frameworks and andysis of cargo statistics, tota sea borne cargo volume
is estimated for each of the economic growth scenarios. Economic growth rate is projected a 5.73%
in the high case, 4.5% in the medium case and 3.5% in the low case.

In 2024, total cargo volume will reach 711 million tons (an increase of 4.36 times over 2001 at an
annua growth rate of 6.62%) in the high case, 535 million tons (3.28 times and 5.31%) in the
medium case and 426 million tons (2.61 times and 4.27%) in the low case. Average annud growth
rate of cargo volume from 1980 to 1991 is 3.52% and that from 1991 to 2001 is 4.36%.

In 2024, foreign bulk cargo shows largest cargo volume, followed by domestic container cargo,
domestic bulk cargo, foreign container cargo, domestic RO/RO cargo, domestic break bulk cargo
and foreign break bulk cargo. Totd cargo volume by regions is estimated according to the regiond
economic growth (GRDP) scenarios based on the medium economic growth (GDP) case. Projected
regional cargo volumes are shown in Figure 55.2. GCR (NCR, Region 3 and Region 4A) will
handle largest amount of cargo, followed by Central Visayas, Northern Mindanao and Southern
Mindanao.
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Figure5.5.1 Macro estimation for Tota Cargo Volume by Economic Growth Scenario

Table55.1 Totd Cargo VVolume by Economic Growth Scenario

Unit: ton
GDPGroath Ssenario 1990 1991 201 004 2009 224 |GonthRae
LowvCese 350 72628086 106228301 163582990 195184679 238719412 424,770922 420%
Medium Case 45000 72628086 106228301 163582990 1996883560 257900395 533500523 52M%
High Cas2 ST 72628080 106228301 163582990 176240964 274616392 709485729 65%%0




Table55.2 Cargo Volumesby Cargo Types

Unit : ton
Cargo Type 1991 2001 2009 2024
Foreign Container 5,896,078 15,102,165| 31,353,955 81,621,403
Foreign Break Bulk 6,488,833 8,379,221 11,318,304| 15,957,630
Foreign Bulk 34,824,576 52,002,324] 78,003,926| 158,969,886
Domestic Container 14,001,675| 26,498,367 47,193,215] 115,089,556
Domestic Break Bulk 23,094,102| 23,396,007 23,662,946 29,490,124
Domestic Ro/Ro 2,700,177 9,289,090 18,623,696 34,267,795
Domestic Bulk 19,222,860 28,915,818 47,744,354 98,104,129
Foreign Cargo Total 47,209,487 75,483,710| 120,676,184| 256,548,919
Domestic Cargo Total 59,018,814 88,099,281| 137,224,211| 276,951,604
Total 106,228,301] 163,582,991| 257,900,395| 533,500,523
Total Cargo Estimation by Regions
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Figure55.2 Totd Cargo Volume by Regions

552 Projected Cargo Volumeby Cargo Typeand by Region
(1) Projected Foreign Container Cargo Volume by Region

Projected foreign cargo volume will increase rapidly from 15 million tonsin 2001 to 31 million tons

59



in 2009 and 81 million tons in 2024. Foreign container cargo will be handled in mainly 4 regions
(GCR, Centrd Visayas Northern Mindanao and Southern Mindanao). If the present Stuation
continues until 2024, dmogt dl foreign container cargo will be handled in GCR and about 20% of
foreign container cargo handled in GCR will be transferred as domestic container cargo to/from
other regions. When international container terminas are opened a Visayas and Mindanao,
percentage of foreign container cargo of GCR in total will decrease from 90% to 70%. Foreign
container cargo in GCR will be 57.5 million tonsin 2024.

(2) Projected Foreign Beak Bulk Cargo by Region

Foreign break bulk cargo will increase from 8.5million tonsin 2001 to 13.5 million tonsin 2009 and
26 million tons in 2024. Foreign break bulk cargo will be handled in many regions but GCR will
handle the largest share of import and Southern Mindanao will handle the largest share of export.

(3) Projected Foreign Bulk Cargo by Regions

Projected foreign bulk cargo will increase from 52 million tons in 2001 to 74 million tons in 2009
and 146 million tons in 2024. Foreign bulk cargo will occupy the largest share of the tota cargo
volume. Foreign bulk cargo is greatly imbalanced with the volume of import bulk cargo about 5
times larger than that of export bulk cargo. NCR, Region 3 and Region 4A will trest large shares of
foreign bulk cargo. Mgor commodities of import bulk cargo are crude petroleum and minerd fud.

(4) Projected Domestic Container Cargo by Region

Projected domestic container cargo will increase from 27 million tons in 2001 to 47 million tonsin
2009 and 111 million tons in 2024. Domestic container cargo will be handled mainly a GCR,
Western Visayas, Centrd Visayas, Northern Mindanao and Southern Mindanao. GCR will be the
center of domestic container cargo and other four (4) regions will have a hub function for
neighboring areas. GCR will handle the largest share of domestic container cargo followed by
Centrd Visayas. Containers are commonly used for long distance transport of domestic cargo.

Bicol region and Eastern Visayas region are located on the Pan-Philippine Highway and some part of
the estimated container cargo of these regions may shift RO/RO cargo or land transportation cargo.

(5) Projected Domestic Break Bulk Cargo by Regions

Projected domestic break bulk cargo will increase from 22 million tons in 2001 reaching 24 million
tonsin 2009 and 32 million tonsin 2024. Centra Visayas will handle the largest cargo volume. GCR,
Eastern Visayas and Western Visayas will dso handle large cargo volumes.

In Centrd Visayas and Western Visayas, some portion of break bulk cargo will be transported to
/from these regions by container cargo and distributed (collected) to/from neighboring area by break
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bulk cargo. Therefore these areas will have afunction as distribution centers for neighboring area.

(6) Projected Domestic RO/RO Cargo by Regions

Projected domestic RO/RO cargo will increase from 9 million tonsin 2001 to18 million tonsin 2009
and 36 million tonsin 2024. Bicol and Eastern Visayas, located on the Pan-Philippine Highway, have
large shares. Centra Visayas, Northern Mindanao and Centrd Mindanao, located around Visayas
Sea, will dso handle alarge amount of cargo.

(7) Projected Domestic Bulk Cargo by Regions

Projected domestic bulk cargo will increase from 29 million tonsin 2001 reaching 49 million tonsin
2009 and 102 million tons in 2024. The mgor commodity of domestic bulk cargo will be refined
petroleum. Mgor origins of domestic bulk cargo will be Centrad Luzon and Southern Tagaog (4A)
and destinations will be NCR, Central Luzon, Central Visayas and other regions. Almost al bulk
cargo will be handled at private ports.

55.3 Future Domestic Cargo Transportation Mode

Typica domestic cargo transportation modes among regions are projected as Table 5.5.3

Table55.3 Projected Typicd Domestic Transportation Modes

4A

Southern Tagalog
Bicol

Destination CAR Central Luzon 4B Southern Tagalog | Northern Mindanao | Western Mindanao
llocos NCR Eastern Visayas Western Visayas | Southern Mindanao | Central Mindanao
Cagayan Valley 4A Southern Tagalog Central Visayas Caraga ARMM
Origin Bicol
CAR CAR Road + Container
1 llocos Road Road Road + Ro/Ro | Road + Ro/Ro [Road + Container|Road + Container|
2 Cagayan Valley
3 Central Luzon Container
NCR NCR Road Road Road + Ro/Ro | Road + Ro/Ro Container Container

Eastern Visayas

Ro/Ro + Road

Ro/Ro + Road

Road + (Ro/Ro)

Road + Ro/Ro

Road + Ro/Ro

Ro/Ro + (Road)

4B

Southern Tagalog

Ro/Ro + Road

Ro/Ro + Road

Ro/Ro + Road

Ro/Ro + (Road)

13

Caraga

6 Western Visayas [Container + Road Container Ro/Ro + Road | Road + Ro/Ro Container Container

7 Central Visayas

10 | Northern Mindanao Container Ro/Ro + Road

11 | Southern Mindanao |[Container + Road|Container + Road| Ro/Ro + Road Container Road Road + (Ro/Ro)

12
ARMM

Western Mindanao
Central Mindanao
ARMM

Container + Road

Container
Container + Road

Ro/Ro + Road

Ro/Ro + Road
Container

Road + (Ro/Ro)

Road
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56 Projected Sea Passenger Traffic
5.6.1 Long Distance Sea Passenger by Region
Projected long distance sea passenger by region is shown in Figure 5.6.1. Long distance sea

passenger will increase gradudly from 7 million in 2001 to 10 million in 2009 and 14 million in
2024.

Long Distance Sea Passenger Traffic

7,000,000
6,000,000 [
02001
5,000,000 B 2009
4,000,000 2024 |
3,000,000
2,000,000
1,000,000
0
o r— o w0n -_ 0 (%] o o o o @
$ 55 3 S5S8EE SE8cEgEE SETE &
™ = © m n © c ®© @ +~ © £ 8 £ © + © e
Y 295 8L 32 L 23T €8 38 52 §
=2

Figure 5.6.1 Projected Long Distance Sea Passenger by Regions

5.6.2 Short Distance Sea Passenger by Region

Centra Visayaswill be the hub of short distance sea passengers of Visayas Sea.

Estimation for Short Distance Passenger
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Figure 5.6.2 Projected Short Distance Sea Passenger by Region
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5.7 Domegtic Container Cargo Volumeat Major Ports

At present, some foreign container cargo handled in Manila is transferred as domestic container
cargo to/from other regions. When the internationd container terminals in other regions dtart
operation, this domestic cargo will be imported/exported directly at the regiona ports. The domestic
container volume for each mgjor port is estimated in Table 5.7.1 based on present conditions and

considering thistrend.

Table5.7.1 Forecast of Domestic Container Volume at Mg or Ports

Unit : TEUs

Name of Port Prot Mgt. Body Kind of Port 2001 2009 2014 2019 2024
1|Batangas PPA Base Port 3,475 61,729 89,081 114,251 145,532
2|Cagayan de Oro PPA/PIA Base Port 149,348| 151,811| 190,708| 232,970| 280,559
3[Cebu CPA Base Port 313,369 359,424 408,402 659,032 955,297
4|Davao PPA Base Port 90,368 77,579 95,847 119,247 144,069
5|Dumaguete PPA Base Port 20,311 31,829 43,261 56,879 73,430
6|General Santos PPA Base Port 113,847| 153,133| 169,949 216,681| 274,471
7|lligan PPA Base Port 15,762 20,846 20,767 23,216 28,012
8|lloilo PPA Base Port 98,471 146,645 217,046 300,381 399,480
9|Manila North Harbor PPA Base Port 770,069 804,465| 886,246| 1,122,067 1,426,235
10[Manila South Harbor PPA Base Port 0| 110,000/ 110,000/ 110,000/ 110,000
11[Nasipit PPA Base Port 22,851 37,439 50,104 66,494 87,889
12[{0Ozamiz PPA Base Port 23,613 5,017 1,789 621 204
13|Pto. Princesa PPA Base Port 17,172 40,627 63,113 92,392 130,614
14|Surigao PPA Base Port 5,669 7,279 10,523 14,907 20,783
15|Tacloban PPA Base Port 23,745 56,229 81,359 112,502 150,733
16| Tagbilaran PPA Base Port 14,430 14,747 18,006 22,226 27,734
17|Zamboanga PPA Base Port 56,389| 111,308| 156,804| 213,190| 282,604
18|Bredoco Private Private Port 24,816 122,560 182,949 260,715 363,508
19(Culasi lloilo Terminal Port 13,156 18,033 22,996 29,074 36,617
20|Masao Nasipit Terminal port 659 856 1,428 2,620 4,595
21|Masbate Legazpi Terminal Port 2,486 4,422 5,358 6,333 8,168
22|10rmoc Tacloban Terminal Port 5,055 9,352 13,049 17,800 23,706
23|Palompon Tacloban Terminal Port 1,592 4,609 6,263 8,026 9,887
24|Pulauan Dapitan Ozamiz Terminal Port 6,720 13,280 19,357 26,778 36,077
25|San Jose Calapan Terminal port 461 23,916 31,659 41,268 53,242
26|Harbor Center Private 3,454 36,720 60,812 87,738| 121,270
27|Tefasco Private 34,885 68,023 78,870 99,087 127,727
Total 1,832,173| 2,491,876| 3,035,747| 4,056,496| 5,322,444
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58 Total CargoVolumefor Major Ports

Table 5.8.1 shows summary of projected total cargo volume for mgor ports. Details of each port can
be found in Appendix-5.

Table5.8.1 Summary of Tota Cargo Volume at Mgor Ports

Name of Port Prot Mgt. Body Kind of Port 1991 2001 2009 2014 2019 2024
1|Batangas PPA Base Port 999,602| 1,044,563 8,658,629| 12,040,272] 20,471,881| 25,977,951
2|Cagayan de Oro PPA Base Port 1,420,489| 2,717,290| 4,264,192| 5,440,696] 6,911,589| 8,768,677
3|Calapan PPA Base Port 702,559 391,294 555,653 660,973 792,221 955,781
4|Cebu CPA Base Port 4,649,162| 9,159,243| 12,759,913 17,079,877| 22,495,010| 29,243,250
5|Cotabato PPA Base Port 71,390 51,590 76,723 100,888 131,003 168,531
6|Davao PPA Base Port 1,427,776] 2,492,689 4,159,973| 5,521,604| 7,228,536| 9,356,415
7|Dumaguete PPA Base Port 337,119] 496,301 655,661 817,287 1,018,703 1,269,703
8|General Santos PPA Base Port 850,326| 1,575,894 2,693,275| 3,588,434 4,703,964| 6,094,118
9[lligan PPA Base Port 403,659 247,638 319,948 335,453 354,775 378,854

10{lloilo PPA Base Port 1,981,971 2,586,033] 3,898,094 4,625,343] 5,531,627| 6,661,022
11 Legazpi PPA Base Port 220,904 365,535 457,320 572,532 716,108 895,030
12|Limay PPA Base Port 0] 196,105 280,928 426,165 607,157 832,707
13|Manila North Harbor PPA Base Port 10,499,320|15,701,316| 16,491,916 17,367,741| 20,333,499| 24,037,634
14|Manila South Harbor PPA Base Port 4,943,801| 6,823,086] 11,029,052| 12,557,018] 13,292,861| 15,681,468
15|MICT PPA Base Port 3,943,580(10,914,386| 10,761,640| 13,287,405| 14,158,683| 17,916,284
16|Nasipit PPA Base Port 597,495 734,675 1,033,674 1,229,622| 1,473,809| 1,778,110
17|0zamiz PPA Base Port 419,418| 1,731,438| 2,883,883 3,790,205| 4,919,648] 6,327,140
18]Pto. Princesa PPA Base Port 181,147| 434,656 797,474] 1,118,350] 1,518,220 2,016,530
19]|Pulupandan PPA Base Port 358,843 78,027 93,569 92,145 90,436 100,737
20{Surigao PPA Base Port 127,172 209,153 371,016 495,857 651,432 845,306
21|Tacloban PPA Base Port 407,943 614,632 1,015,921 1,308,475| 1,673,049 2,127,376
22 Tagbilaran PPA Base Port 361,745 644,819 768,309 891,982| 1,046,101| 1,238,161
23|Zamboanga PPA Base Port 621,056| 1,253,679| 2,256,592| 3,030,219| 3,994,300| 5,195,721
24|San Fernando BCDA Other Govt. Port| 773,099 0| 1,524,448 1,651,582| 1,810,014 2,008,233
25[Subic SBMA Other Govt. Port 5,300 997,000 4,034,480| 5,273,301 6,836,229] 9,522,238
26|Harbaor Center R-I1I Private Port 0] 2,156,121| 1,854,399 2,611,577 3,555,157] 4,731,031
27|Bredoco Bredoco Private Port 0| 1,495,052| 3,117,156| 4,555,201| 6,347,267| 8,580,508
28[Bauan Batangas Terminal Port 84,394 212,395 164,390 174,666 187,472 203,431
29|Catagbacan Tagbilaran Terminal Port 4,591 131,123 352,485 508,818 703,639 946,420
30| Catbalogan Tacloban Terminal Port 92,760 81,948 102,066 120,814 144,177 173,291
31|Culasi lloilo Terminal Port 130,291 231,321 366,970 473,583 606,442 772,008
32|Currimao San Fernando |Terminal port 107,628| 110,643 124,937 172,720 232,266 306,472
33|Estancia lloilo Terminal port 0] 154,681 46,639 57,676 71,431 88,571
34|Liloan ferry Tacloban Terminal Port 72,637| 313,776 617,025 879,041 1,205,561| 1,612,464
35|Lipata Surigao Terminal Port 75,578 352,710 694,170 971,046 1,316,084 1,746,063
36|Maasin Tacloban Terminal port 33,210 91,080 180,768 248,868 333,734 439,492
37|Masao Nasipit Terminal port 96,041 128,574 151,816 148,983 145,453 169,197
38|Masbate Legazpi Terminal Port 173,241| 272,034 462,010 651,698 888,084 1,182,664
39|Matnog Legazpi Terminal Port 619,422| 1,357,222 2,387,567| 3,254,871| 4,335,690/ 5,682,587
40|Naval Tacloban Terminal Port 2 78,577 102,601 136,354 178,417 230,836
41]0rmoc Tacloban Terminal Port 116,450 229,015 335,478 379,845 435,135 504,037
42|Palompon Tacloban Terminal Port 26,217 199,415 270,170 399,483 560,629 761,447
43|Pasacao Legazpi Terminal port 18,909 84,228 169,416 224,887 294,013 380,157
44|Pulauan Dapitan Ozamiz Terminal Port 0] 283,053 419,710 543,509 697,785 890,040
45|San Isidro Tacloban Terminal Port 272,228] 109,690 76,932 22,220 31,922 44,013
46|San Jose Calapan Terminal port 210,159] 248,391 414,766 511,158 631,280 780,974
47{Tabaco Legazpi Terminal port 126,233 354,815 539,128 765,323 1,047,203| 1,398,477
48|Irene CEZA Other Govt. Port 64,848 55,913 58,911 91,344 131,761 182,128
49|Bay/River M. South Harbor [Other Govt. Port| 293,782| 1,336,246| 1,031,788 1,064,394 1,105,027 1,155,664
50|Balwharteco Tacloban Private Port 0] 897,273 1,583,122| 2,468,358 3,571,524| 4,946,269
51[Tefasco Davao Private Port 452,733] 1,617,453 2,036,902| 2,404,720 2,863,088 3,434,298

Total 39,376,230]74,043,791{109,503,603]137,144,585(174,381,096|220,739,517
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Chapter 6 Maritime Trangport
6.1 MaritimeTrangport in theWorld

It can be said that we have entered the era of mass trangportation and high operations /efficiency due
to the introduction of large scaled container carriers, dry bulk carriers, liquid bulk carriers and
quicker trangportation. It is expected that the current trend of vessd sze enlargement will continuein
the future.

6.1.1 Container Trangport

The world container port market shows no signs of dowing down. Prospects for the coming decade
continue to be buoyant. World container movement is expected to increase to 554 million TEUS,
which is more than double of the present movement.

Shipping lines are making increasing use of transshipment containers to offer global service and
increase service frequency. Transshipment refers to the movement of containers to main Hub ports or
ports handling transshipment container and the subsequent transfer of the container to a feeder or
direct cdl vess.

The need for carriersto deploy increasingly larger vessals which makes a reduction in the number of
port cals on a particular service possible, has led to a steep increase in the proportion of containers
being transshipped via feeder service networks. Competition among mega container termind
operators has been getting severe.

The disadvantage of transshipment container is the cost and trangit time. Shippers generaly prefer to
trangport their cargo directly, especidly where it is time sendtive. To offset the time loss, carriers
have to minimize loading and discharging vigts, thereby increasing throughput at the hubs that are
cdled at.

The larger vessals that are used to maximize economies of scale represent very costly investment for
container carriers. Revenue can be maximized and costs minimized by limiting the number of port
cdls and maximizing the total number of sailings per year.

The main factor for a container carrier when selecting a hub port with respect to the main axid East
Wes trades and either hinterland or feeder service connections is location. For effective globa
operations it is essentia that feeder / hinterland services on the North and South container route are
integrated with the East and West trades. To ensure that this happens, most of the larger container
carriers qoerate their own feeder services, have access to business partner’s networks or establish
long-term contracts with third party feeder service providers.
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6.1.2 Bulk Cargo Transport

Mgor items of dry bulk cargo are iron ore, cod and grain, and minor bulk cargo includes sted
products, forest products and agricultura products including rice, oilseeds, sugar, etc., while those of
liquid bulk cargo are crude oil and ail products. It is expected that both dry and liquid bulk cargo
volume will increase steadily.

6.2 Maritime Trangport in the Philippines

6.2.1 IntraAdaContainer Trangport

The Agafinancid crisis brought about a rationaization of service and fleets, but trade and capacity
have both continued to increase strongly overdl, dbeit at a somewhat less dramatic pace. During this
time, a number of regiond operators have emerged, some of them subsequently entering the world
tradestoo.

(1) Overview of Container Transport in the South East Asa

Container trangportation in the South East Ada region is developing around the following
Internationd Mega container ports such as Singapore (Singapore), Hong Kong (China), Shanghai
(China), Kaoshiung (Tawan), Tanjung Pedepas (Mdaysa) and Busan (Korea). These port
development projects are carried aut as nationd projects in order to respond to the era of mass
trangportation.

(2) Demand of Container Transport in the South East Asa

In South East Ada, aggregate container port throughput is forecast to increase by 45.4%-66.7 % to
17.21 -23.83 million TEUs over 2000 - 2005. All markets are expected to partake in the rapid

expangon.

Despite typicdly lower GDP and export growth than the other South East Asa nations, the
Philippinesis nevertheless expected to see container port throughput growth of 48.9% -66.6%
over 2000-2005 to 5.30-5.93 million TEU. Its achievement will depend on the levd of
investment in port facilities, even if the country'sambitionsfor regional hub port development
do not materialize.



6.22 Container Trangport from/to Philippines
(2) Generd

Among the containers for foreign trade to and from Philippines Port, approximately 40% are for
trade within the Adan territory. It is estimated that trade within the Adan territory would become
active and increase in the future if a free trade zone in the Asian territory is established.

It is estimated that about 526,600 TEUs moved in the Intra Asa Region from/to Philippines port.
Top three trade partners of Philippines are; Japan, Tawan and Hong Kong. The totd trade container
volume of the top three countriesis 317,400 TEUs which represents about 60% of the Asan totdl.

Table 6.2.1 Future Demand Container in the Intra Asia Region from/to Philippines
(From 2001 to 2024 by TEU)

2001 2005 2009 2015 2020 2024
Singapore 32,694 77,428 119,243 160,979 212,485 297,486
Taiwan 67,668 164,386 253,161 341,771 451,122 631,585
Hong Kong 58,722 135,797 209,133 283,332 372,666 521,744
China 31,498 167,223 243,630 324,903 462,564 647,603
Indonesia 27,242 65,516 100,898 136,213 179,795 251,719
Mdaysa 31,900 72,663 111,905 151,073 199,409 279,179
Thailand 29,482 63,134 97,229 131,260 173,257 242,565
Vietnam 11,160 22,633 34,856 47,055 62,111 86,957
Japan 191,042 328,316 519,523 750,363 897,340 | 1,256,302
Korea 38,292 79,810 122,912 165,932 219,023 306,639
Other Countries 6,916 14,294 22,014 29,719 39,228 54,920
Tota Throughput 526,616 | 1,191,200 1,834,504 | 2522600| 3,269,000| 4,576,699

Source: Basic Datal ADA (IntraAsiaDiscussion Agreement) and JCA Study Team

(2) International Container Freight Rete

Pricing of internationa container freight rate is, in most cases, set based on not the distance of the
transportation, but on the amount of cargoes for round trip. Current freight pricesin the main portsin
the Manilaareaare asfollows,

1) Internationd Container Freight rate in East / West Main Container Route
The freight rates mentioned in Table 6.2.2 are dl in other surcharges eg. CAFs, BAFs, THC etc, plus
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inland haulage.

2) Generd container freight rate per container, from Manila to surrounding internationd container
port on July 2003, isshown in Table 6.2.3.

Table 6.2.2 East and West Main Container Trade Route Standard Ocean
Freight Rate by TEU (2003 March)

Main Service Route 2002 3° Quarter 2002 4" Quarter
Asia—US Eagt Bound US$ 1,490.00 US$1,520.00
US —AsiaWest Bound US$ 76400 US$ 764.00
Europe— Asia East Bound Us$ 710.00 US$ 71200
Asia— Europe West Bound US$ 1,250.00 US$1,304.00

CAF=Currency Adjustment Factor / BAF=Bunker Adjustment Factor
THC=Termind Handling Charge
Source: Sdlected Ocean Container Carrier by Hearing and JCA Study Term

Table6.23 Generd Container Freight Rate per Container from / to Philippines = Manila

(Unit: US $)
Export From Philippines Port
Country Port of Degtination RO PP
20 Dry Box 40’ Dry Box
: Kaohsung 60.00 120.00
Tawan

Kedung 80.00 160.00
Hong K 80.00 160.00

China ongRong
Shanghai 350.00 550.00
Korea Busan 200.00 350.00
Indonesa Jekarta 200.00 350.00
Mdaysa Port Kelang 250.00 350.00
Singapore Singapore 80.00 160.00
Thailand Bangkok 150.00 350.00
Vietnam Ho Chi Ming 300.00 600.00
Japan Base Port 550.00 800.00

FAF = (Fud Adjustment Factor) 20 x US$25/ 40 x US$50 per Box
Document Fee= US$ 20 per Bill of Lading
Source: Conference Members shipping Agent by Hearing



(3) Container Handling in the Philippines

Internationa container accounted for 65.6 % of dl container throughput at the port of Manilain 2002
and the port of Manila handled over 85 % of nationwide internationa container traffic, athough
other mgjor domestic ports such as Cebu, Iloilo, Cagayan De Oro, Davao and Generd Santos ports
are dso served by feeder vessds. In the Philippines, the aggregate container port throughput
increased by 32.4 % to 3.10 million TEUs in 1998 and over 3.80 million TEUs in 2002. All markets
are expected to partake in this rapid expansion.

6.2.3 International Major Container Terminal in the South East Asa Region
(1) International Hub Port

With respect to carrier operations the most favorable location for transshipment portsis close to trunk
routes where deviation is kept to aminimum, alowing for as short a trandt time as possible.

To be recognized as an internationa  hub port upon east/west main service route, a port should be
atractive for the over Panamax vessds whose capacity is more than 6,000 TEUs. South East and
North East Asaregion container liner service network are shown in Figure 6.2.1.

(2) Possibility of Manila port asinternationa hub port

Manila port is the largest port in the Philippines and it handles about 3 million TEUs per year. Is it
possible for Manila port to be an international container hub port? The port of Manila has some
problems such as shdlow water depth and redtriction of expanson area. However the largest
problem is deviation from main container service routes. Almost one additiona day is required for a
container vessdl going on a main sarvice route to cdl a Manila port. Thisis a burden for shipping
companies and thus it would be difficult for Manila port to be an international hub port.

(3) Internationa Container Gateway Ports in the Philippines

Internationa container gateway ports are the main entrances for international container transport. In
the Philippines, Manila port now plays this role. It is expected that not only Subic and Batangas but
also Cebu, Cagayan de Oro and Daveo will have the same rolein the near future.

From the shipping company’s point of view, ewer gateway ports are more desirable. But shippers
want more gateway ports because it is more convenient for them. The number of internationd

container gateway ports is decided based on the container volume, geographical ditribution of ports,
shipping company’s intention, etc.



6.24  Port-rdated Cogsin thelntra Asa
(1) Logigtic Cogtsfor Export and Import.

Logigtic codts for export and import are composed of truck-age, customs clearance, THC or CHC
and miscellaneous charges. Philippine logigtic cost is moderate. It is chegper than that of Kaohsung,
Hong Kong, Jakarta and Tokyo/Y okohama but is more expengve than Singapore, Bangkok and
Haiphong.

(2) Port Charges

Philippine port charges are relatively competitive and are chegper than most Asian ports. Only Hong
Kong port and South China ports is chegper than Manila and Cebu ports.

6.25 Domegic Container Trangport by Vesd Type
(1) Generd

The volume of domestic containersin future will depend on whether internationa container gateway
ports n Visayas and Mindanao will be established or not. The domestic container volume will be
higher if these gateway ports are not established (without case) and lower if they are (with case). The
reason for this is that foreign containers have to be imported to/exported from Manila port and
trangported to/from Visayas and Mindanao as domestic containers in the without case. The Study
Team proposes that international container gateway ports be established in Visayas and Mindanao.

Domestic containers between major ports are trangported by long distance RO/RO ferry vessdls and
conventiona container vessals. “Long distance’” stands for an over-12-hours voyage. The ratio of
container volume carried by RO/RO vesses to that by LO/LO vesselsisnow about 6 to 4. It 5
forecast that this ratio will be dmost equd (5:5) in 2024 in the with case. (However, in the without
case the ratio will change dradtically to 3to 7.)

LO/LO container vessals in the Philippines usualy use deck cranes because quay cranes such as
gantry cranes and mobile cranes have not been ingtaled at mgor ports. PPA hasaplan to ingall quay
cranes at major ports until 2005-06 in response to requests from shipping companies.

(2) Forecast of RO/RO Ferry Vessel Demand

1) Present Capacity of RO/RO Ferry Vess



According to the cdculations based on “Inter-idand Shipping Schedule”, total frequency of RO/RO
ferry vessd is 31 services per week or 1,612 services per year. Annud container trangport volume is
483,600 TEUs and the number of annua passenger embarkation is 6,609,200 persons.

2) Forecast of Passenger and Containers by RO/RO Ferry Vessd

It is forecast that the domestic passengers and containers in 2009 and 2024 would become about 1.9
times more and about 4.0 times more respectively compared to 2002. In the Study, it is assumed that
long digance RO/RO ferry vessds will continue to incresse until the upper limit of domegtic

passenger demand.

3) Demand of Long Distance RO/RO Ferry VessH

It is expected that the number of future long distance RO/RO ferry vessels will increase 47 vessalsin
2009 and 63 vesselsin2024, compared with 28 vessasin 2002.

(3) Demand of future LO/LO Domestic Container Fleet
As to domegtic container trangport, LO/LO vessds will compete with RO/RO ferries. Trangport
volume by LO/LO vessds will increase owing to the growth of the future domestic container

demand and introduction of fast LO/LO vessds and cargo handling equipment.

It is also expected that the required number of LO/LO vessdls carrying container will incresse to 60
container vessalsin 2009 and 159 container vessasin 2024.
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(4) Demand of future domestic conventiona cargo fleet

It is expected that the required vessd type and number of conventiond cargo vessels carrying bresk
bulk cargo will be 520 GRT-500-type vessds (dandard tonnage vessd) in 2009 and 533
GRT-700-type vesselsin 2024.

6.2.6 Domedtic Freight and Passenger Rate

(1) Domestic Container Freight by Transport Mode

Surface freight rates for domestic containers are different depending on the operation methods. Asto
the operation cost and efficiency, LO/LO method is chegper than RO/RO, dthough LO/LO method

is less efficient than RO/RO method because LO/LO takes longer time for navigation and cargo
handling. At present, RO/RO method occupies about 60% of the domestic container transportation.

Table 6.24 Domestic Container Freight Rate on 2003 June

Dedtination Conventiond Type Container Vesd RO/RO Fery Type VesH

Port 10 20 Remarks 10 20 Remarks
Cebu Ps8000 | Ps16,000 Ps12,250 |Ps24,560 | Trucking
CagayanDeOro | PS9.600 | Ps19,170 | Truckingcharge | Ps14,730 | Ps29,464 | charge
lloilo Ps7,300 | Ps14,600 |indudesinland | Ps11230 |Ps22450 | indudes
Dumaguete | Ps8660 | Ps17,320 | transportation | Ps12,300 | Ps24,610 | inland
Surigao Ps9050 | Ps18160 | cogintheurben | Ps13960 | Ps27,910 | transportation
Davao Ps13,100 | Ps26,200 | aeaof round Ps20590 | Ps41,180 | costinthe
G, Santos Ps11,870 | Ps23,730 | trip Ps18460 | Ps36910 | Urbanareact
Zamboanga | Ps9,600 | Ps19,900 Ps15290 |Ps30570 | roundtrip

Note @  Trangttimeisaso dependent on routing of vessdl.
b) Standard tariff depends on commodity class (G-Class for lowest and A-Class for highest). A 10 footer is hdf the rate of a20
footer rate while a40footer istwice therate of a20 footer.
¢) Pricing of container trucking chargeis expressed in the accumulation of units cost per kilo meters.
d) Comparison of al water trangport and land / RO/RO vessals compound container trangport basic charge
Source: Domestic Shipping Company

(2) Comparison of All Water and SeallLand Combined Transport Freight Rate

From the viewpoint of trangport rate charged from origin to destination, both transport methods are
nearly same and in competition. Customers choose either based on the distance, trangt time or the
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kind of cargo.

(3) Domestic Container Fare carried by Truck

Fare of domestic container carried by truck is dmaost proportiond to transport distance. In case that
trangport distance is within 100 km, unit cost per km is nearly 280 pesos. In case of longer distance
over 500 km, it is chegper than 80 peso/km, while, in case of shorter distance, it is higher.

(4) Passenger Fare

In the Philippines, an archipelago country, long distance passengers are generdly transported by long
distance RO/RO ferry, long distance bus and ferry, and arplane. Comparison of fares among them
shows that arplane is most expensve and that long distance RO/RO ferry follows. Long distance
bus and ferry is the cheapest transport way.

However, bus passengers have to St in a narrow seet for many hours. On the contrary, RO/RO ferry
passenger can move fregly or even lie on the floor and its fare includes med cost. Therefore many
passengers prefer long distance RO/RO ferry to long distance bus and ferry. In the future, as
individua income will increase, passenger will select airplane more than now.

6.3 Transport Fleet

6.3.1 World Fleet

(1) Container fleet

As larger container vessels go into service on trunk routes such as Far East - Europe and Far Eadt -
Trans-Pacific, the container vessdls transferred from trunk routes are transferred to North / South
routes and more regional routes. Feeder vessals will also be larger in the future. It is expected that the
largest container vessel coming to Philippine ports will be 3,000 - 3,500 TEUs classvess.

(2) Passenger Fleet

Currently thereis no internationa liner route by passenger vessel due to the rapid development of air
routes. However, cruising vessas are being seasonally operated at tourist resorts dl around the
world.

Severd passenger vessals cdl at domestic tourist resort portsin the Philippines every year on Visayas
tourist (Cebu, Taghilaran, and Bacolod) spots ports.
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6.3.2 Domestic Fleet in the Philippines
(1) Present Domestic Fleet

In generd, Philippine vessdals are old because a good many used vessels have been purchased from
Jgpan. Vesds can generdly operate economicdly for a twenty year period. In addition, it is
advisable that passenger high-speed boats and ferry vessels be renewed within a certain period of
time for safety reasons. In order to ensure that defective vessdls are decommissioned, reinforcement
of vessd ingpection, obligatory procurement of safety equipment and preferentia tax treatment in
accordance with the usage period of avessel should be considered.

Vess szein the Philippines is very smal. Vessds of less than 100 tons account for nearly 50% of
the total.

(2) Future Domestic FHeet

Smadl and obsolete old type vessels are presently operating as container and  conventional cargo
vessds. However, as the amount of trangport cargo increases adoption of large capacity vessdls and
modernization maritime trangport business should be actively pursued.

For smdl vessel of less than 1,000 ton, the Philippines should take advantage of its technica
partnership with Japan, its relatively chesp labor, and low-priced stedl from Chinaor Russiato build
new vessals.

As for short distance passenger and cargo transport, ferry vessas will continue to play an important
role in cargo trangport and fast crafts will become the predominant means for passenger trangport.
People who enjoy a higher standard of living than at present will prefer afast craft to a ferry vessd

with low speed.

(3) Standard Design of Domestic Fleet

Standard design of domestic fleet should be adopted to raise the efficiency of condruction,
management and operdtion of a port. This standardization will contribute to reduce the flet
investment costs and mai ntenance costs.

(4) Future Procurement of Domestic Fleet

1) Necessity of Planned Shipbuilding by Shipping Companies

For sound development of the shipbuilding industry in the Philippines, the government must
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examine the plan carefully. Based on fleet investment plans drawn up anualy and submitted by
shipping companies, the government formulates an integrated plan. In some cases, the government
may change that vessdl szes be changed to make the fleet as uniform as possible. The government
should aso make it easier for shipping companies to obtain alow interest loan from DBP and private
financid indtitutions.

2) Sdlection of the proper vesse type

Sdecting the proper vessd type is another fundamenta factor. After examining the distance and the
navigation conditions of atrangport route, the optima vessel type can be identified. Through this
procedure, expenses such as shipbuilding cost and operation cost, which are reflected in the overal
trangport cos, can be curtailed.
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Chapter 7 Navigation Safety

7.1 Present Stuation

7.11 MaritimeAccidentsand Rescue Activity
(1) Outline

According to the Maritime Incident Report 1995-2002 by Philippine Coast Guard, there were 1300
maritime accidents during the eight years from 1995 to 2002. And one thousand seven hundred and
twenty two (1,722) people died or went missing.

(2) Typesof Maritime Accidents

According to another report compiled based on the officid record of the PCG's Board of Marine
Inquiry and Marine Protest, 16.6% of the tota accidents that were recorded for the past thirty three
years (1970-2003) involved sinking. It could also be noted that the lack of vessel traffic management
and aids to navigation such as sea lanes, lighthouses and beacons contributed to the high rate of
traffic related accidents namely collison (11.3%), ramming (10%), and alison (6.2%). Inaddition,
harsh weether conditions and rough sea contributed to the high incidence of capsizing and grounding
which comprise 19.1% and 13.8% of the total recorded accidents respectively.

(3) Maritime Accident by Ships Type

According to the same report, within the 33-year period from 1970 to 2003, Banca boat and cargo
vessdls were involved in the grestest number of accidents, comprising 24.9% and 19.3% of the tota
recorded accidents respectively.

(4) Causeof Maitime Accidents

It can be noted that natural causes such as typhoons, bad weather and rough sea conditions were the
main causes of maritime accidents, comprisng 3$.4% of the totd incidents recorded. Accidents
caused by human error were aso predominant, comprising 2.5% of al the recorded accidents.
Purdly accidental cases, where no one is at fault, likewise comprised a large part (15.7%) of the
accidents.

Remode ed second-hand vessds are in sarvice and take alot of passengers on board. In the event of
inclement weather (eg. typhoons) or crew error, these vessds are prone to sink eesily due to their
aged hull and ingtability. Coupled with the inadequate rescue system, accidents involving these
vessels may result inloss of life.



(5) Location of Marine Accidents

Maritime accidents were heavily concentrated in 9 areas and provinces namely Cebu Pier (22.3%),
Zamboanga dd Sur (10.4%), Batangas (10.2%), Mindoro Occidenta (7.3%), CaticlanBoracay
(4.9%), Pdawan (3.8%), Pasig River (2.6%), Manila North Harbor (2.6%), and Manila South Harbor
(2.6%).

These areas are characterized as having high concentrations of vessd treffic.

There was aso a heavy concentration of maritime accidents along the Manila Bay and Pasg River,
particularly in the vicinities of Bataan, Cavite, Padancan and Delpan Bridge. Heavy traffic of vessels
and the absence of navigationd ads such as sea markers, buoys and sea lanes led to severd
traffic-related accidents such as collison, dlison and ramming. Also, ignorance of exisiing
navigation rules often leads to erroneous maneuvering and misca culations.

(6) Search and Rescue Activities (SAR)

The PCG is respongble for searchand rescue activities involving life and property at sea when
maritime accident occurs. As of August 2003, the PCG has eleven (11) vessels. Ten (10) of them are
in operation. As of July 2003, PCG has five (5) arcraft. Three (3) of them are operaing. However,
the actua search and rescue operations has been undertaken mainly by the Philippine Navy and PCG
Auxiliary. Assging the PCG in conducting maritime SAR is the Philippine Coast Guard Auxiliary
(PCGA), which is a non-governmental organization composed of ship/SAR facilities owners,
doctors, nurses and other professionds who volunteered to help the PCG in the promation of safety
of life and property at seaaswell asin the protection of our marine environment. At timesthe

PCG conducts SAR operations in cooperation with the Philippine Navy to optimize utilization of
government assets for such operation. In addition, PCG collects information on and investigates the
causes of maritime accidents.

7.1.2 AidstoNavigation
(1) Present Condition

Securing safety of marine traffic is one of the most important matters for the Philippine Government.
Therefore the Government is promoting integrated countermeasures to ensure maritime safety. As
one of the countermessures, the Government is now implementing the Maritime Safety
Improvement Project whose main am isto set up navigation aids such as lighthouses and beacons.

As of 31 December 2003, the Philippine Coast Guard (PCG) operates and manages atota number of
564 ATON facilities and equipment including 516 lighthouses/ light stations / beacons and 48 buoys.
At present there are nearly 300 lighthouses that were congtructed during Spanish and the USA
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occupation periods. Although these old types of ATON were aready upgraded or modernized to
meet current standards and specifications, total rumber of ATON facilities is il insufficient as per
dandard set by IALA. Although the Philippine Government has saveral ongoing projects to address
this insufficiency, GOP has to puts emphasis on the development of navigation aids by foreign loan
for sometimein the future.

(2) Navigation Aids Development Project

The target of the Philippine Government is to indtdl at least 900 new navigation ads in the near
future. However it is not cdear if the Government will be able to redize this or not because the
Government hasto rely on foreign loans for the most part.

As of 31 December 2003, the operationd efficiency rate of dl PCG ATON facilities has been
recorded a 95.35%, however the operation rae of navigation ads is dill lower than that
recommended by the Internationa Association Lighthouse Authority (IALA) and it should be raised.
The following three items are indispensable for increasing the operation rate. (The lower limit of
operation rate recommended by IALA i599.99%.)

1) Periodica renewal of aged equipment
2) Appropriate operation and maintenance of equipment
3) Periodica change of consumable parts and supplement of spare parts

(3) Navigation Map

NAMRIA-CGSD (Department of Environment & Natural Resources, Nationd Mapping and
Resource Informetion Authority, Coast and Geodetic Survey Department) is respongble for making
navigation maps and has published 168 paper navigation maps as of February 2002. These maps

cover dmogt dl coastlines of the Philippines except a part of smdl idands, of which scae are one
hundred thousandth (1/100,000) and two hundred thousandth (1/200,000). In addition, port and

anchorage maps (scale: 1/10,000) are dso published for mgjor portsincluding Ports of Manila, Cebu,

Davao and so on. But these magps have many problemsin terms of accuracy.

The problems are:

- The numericd vaues which were recorded in the origina navigation maps made by the USA
are used without conversion of the unit

- Black and white print

- No sounding has been carried out Since 1996

- Thedataon navigation maps are quite old

The Government of the Philippines purchased two sounding vessds by loan from Spain and arted
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sounding works. However, it lacks the funds to purchase oils for vessals and thus the revison of
navigation maps might be postponed.

Technology transfer from Jgpan for making eectronic navigation maps is on going. The fird
electronic navigation map is to be pub

7.1.3 Organization

(1) Pnilippine Coast Guard

The PCG remains tasked with the maintenance and upkeep of Philippine lighthouses and al aidesto
navigation. The PCG is dso the implementing arm of the MARINA for the latter's (MARINAS)
issued Memorandum Circular on dl matters regarding the shipping industry. Its power to pendize
and fine are adminigrative in nature and are limited to licensed Filipino seefarers and ship owners.
Today, the centrd misson of PCG is to promote safety of life and property a sea, safeguard the
marine environment and resources, enforce dl gpplicable maritime lavs and undertake other
activitiesin support of the DOTC misson

The functions of PCG are asfollows.

1

2)

3)

4)

5)

Maitime Safety Adminigration (MARAD) — includes the enforcement of vessd safety
regulations, port state control, type approva of life saving appliances and firefighting equipment
and accreditation of thar manufacturers/suppliers'servicing  gdations,  investigation,
adminigration of the remova of sunken derdicts and other hazards to navigation and so on.
(PCG'sfunction of Maritime Safety Administration isadeputized function from MARINA )

Maitime Seach and Rescue (MARSAR) — covers the establishment, operation and
maintenance of search and rescue equipment and facilities, monitoring and guarding of distress
frequencies, obtaining information on maritime safety and distress incidents and so forth.

Marine Environmental Protection (MAREP) — indudes the prevention, mitigation and control of
marine pollution, scientific research and control operations and enhancement of PCG capability
to respond to oil spills and other types of marine pollution..

Maritime Law Enforcement (MARLEN) — refers to the enforcement of al applicable laws, rules
and regulations pertinent to maritime shipping, immigration, quarantine, fisheries and such other
aress of ndiond interest upon request of appropriate authorities or as deputized by other
government agencies to the PCG

Maritime Operations (MAROPS) — includes the conduct of maritime patrol and security
operations of ports, harbors and coastd waters, control of shipping, maritime communications
and important port facilities in times of emergency, limited sedlift operations, and public affairs
to include the adminigration of the CG Auxiliary and other volunteer groups.

Since 1994, MARINA had been the sole governmenta entity responsible for vessd inspection in the
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Philippines, however in 1998, in order to strengthening the safety of life and property a sea, PCG
was deputized to undertake both function of vessas inspection and issuing seefarers license by
D.0.98-1180. After that athough MARINA has continuoudy been legdly the sole government
entity responsible for vessel ingpection, PCG has been ingpecting vessels in operation to improve
safety at sea. In other words MARINA makes good use of PCG's gaff and facilities for vessels
ingpection under the responsbility of MARINA.

As a civilian unit, with the foregoing functions, the PCG has been successful in increasing its assets
and upgrading its facilities and equipment through foreign grants, aid and loans.

(20 MARINA (Maitime Industry Authority)

MARINA isrespongble for all aspects of safety for ships, especidly for hull (hull structure). In case
a vessH is newly built, purchased or remodeled, MARINA ingpects the hull structure from the
viewpoint of safety before the vessel goes into sarvice. It is sad that aged vessds purchased from
Japan occupy nearly 80% of dl vessals more than 500 gross tonnage, which are classfied as large
vesss in the Philippines. Moreover the vessels are remodeded for increasing passenger and cago
capacities in many cases. Therefore MARINA bears a heavy respongbility when it inspects such
remodeled vesdls.

MARINA isresponsble for al aspects of safety for ships, especidly for hull (hull structure). In case
a vesd is newly built, purchased or remodeled, MARINA inspects the hull structure from the
viewpoint of safety before the vessd goes into sarvice. It is said that aged vessdls purchased from
Japan occupy nearly 80% of dl vessds more than 500 gross tonnage, which are classified as large
vesds in the Philippines. Moreover the vessels are remodeled for increasing passenger and cargo
capacities in many cases. Therefore MARINA bears a heavy responsgbility when it inspects such
remodeled vessdls.



7.2 Navigation Safety M easures

7.2.1 Present Condition

At present PCG is deputized to undertake periodica ingpections of the vessds in service. Under the
system, PCG is obliged to inform the result of the periodica ingpection to MARINA. But it has been
sad that, PCG does not dways inform the result to MARINA. However, according to PCG,
sometimes problems crop up in the course of implementing these deputized functions, but the PCG
and MARINA maintain close coordination and cooperation to rectify them. At present, both agencies
are continually evauating the procedures and policies regarding the deputization in order to further
improve the enforcement of maritime safety law in the Philippines.

Meanwhile, MARINA recommends that the strength of vessals more than 300 gross tonnage be
certified according to drict ingpection such as that by Lloyds regigter, but actudly MARINA dso
alows vesss to be certified based on more lenient inspections. To safeguard lives and property a
sea, MARINA should use its authority and introduce drict controls and systems.

In order to promote a sound shipping industry and reduce the number of maritime accidents and loss
of lives and property at sea, drict regulaions such as a redtrictive ban on importation of overage
ships or ship’s conversion might be necessary.

7.2.2 Analyssof Causesof Maritime Trangport Accidents

Anayzing the causes of maritime accidents is quite important for improving maritime transport

safety. Philippine statistics on maritime accidents indicate the type, cause, ship type, location and the
number of accidents. However, records are incomplete because dl accidents are not necessarily

reported to PCG. PCG should make accurate and comprehendve reports on maritime accidents and
have the branch offices submit them to the head office periodicaly.

Next, causes of the accidents should be studied carefully. Then countermeasures can be consdered.

In addition, the government has to impose a duty on people to report al types of maritime accident to
PCG, even if they seem smdl or inconsequentidl.

7.2.3 Navigation Safety Measures

The measures for increasing navigation safety are asfollows.

(1) Development of Aidsto Navigation



Due to budget condraint, only a smal number of aids to navigation has been inddled so far.
Prioritized development of aids to navigation should be done taking into account of limited budget.

(2) Publication of Navigation Map

Navigation maps in the Philippines are inaccurate and unsatisfactory. Making navigation maps over
dangerous waters should be given high priority.

(3) Weather Forecast

Rdiable wesather forecast information, which has nor been provided by the Philippine government so
far, needs to be available in the Philippines.

(4) Establishment of Vessd Traffic Control Center

Thee are many congested sea areas and narrow passages/channels in the Philippine waters. Vessd
Traffic Control Centers are indispensable for reducing the number of maritime accidents

(5) Vess Ingpection

Although MARINA and PCG have dready carried out vessd inspection in the Philippines, their
coordination is not always sufficient. Unified/coordinated ingpection should be studied.

(6) Enforcement of Rules and Regulations

Large number of maritime accidents in the Philippines results from violation of rules and regulations
of maritime trangportation. It is important for shipping operators to obey the rules and regulations of
maritime trangportation in order to decrease the number of maritime accidents and casudties in the
Philippines.

(7) Ingdlation of Communication Devices
Communication devices are indispensable, in particular, a the initial stage of accidents. Shipping

operator has to cal in the responsible agency with information on the location of ships, type of
accident, number of passengers/crew members and volume of cargoes.



Chapter 8 Technical Standards for Port Planning
8.1 Present Stuation

In the Philippines, many kinds of manuas, codes and standards are used for detailed design,
civil/structural and architectura works and the congtruction of other facilities. Some of them were
edtablished in foreign countries.

There is a guide for port planning and a design manua for port facilities entitled “Guide to Port
Panning, 1995 (PPA)” and “Design manud for Port Facilities in the Philippine Ports Authority
(1995)".

However, there is no technicad standard related to port planning with regulatory power in the
Philippines. In order to secure the safety a ports and to invest more efficiently with proper
maintenance of facilities, it is necessary to establish atechnicd standard with regulatory power.

8.2 Main Items of the Technical Standards for Planning in the Philippines

The following items should be included in the technical standards for planning in the Philippines. It
is proposed that the technical standards for planning should be issued as alow or a government order
to promote safe and smooth activities a ports.

821 Generd items

Port and harbor planning policies and the methods of determining port capacities and scae and
layout of port and harbor facilities should be provided as generd items.

(1) Policies of port and harbor planning

In order that the policies for the development, utilization, and preservation of ports and harbors as
well as the preservation of areas adjacent to ports and harbors might be appropriate, policies relating
to the matters given as follows shdl be specified in uniform and comprehensive fashion, while the
target year of the port plan shal aso be specified.

1) The position and function of the port and harbor

2) The development and use of port and harbor facilities

3) Theuseof land in the port and harbor

4) The development and preservation of the port and harbor environment

5) Maintaining the safety of the port and harbor
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6) Conservation of areas adjacent to the port and herbor

(2) Port capacities

In order that matters relating to the volume of cargo that can be handled and other capacities of the
port and harbor might be appropriate in view of natural conditions, the economic and socia

conditions of the port and harbor and its surrounding areas, the functions of the port and harbor, etc.,
the volume of cargo to be handled, the number of passengers embarking and disembarking, and
other capacities of the port and harbor in the target year of the port and harbor plan shal be specified.

(3) Scde and layout of port and harbor facilities

In order that matters relating to the scale and layout of the port and harbor facilities in accordance
with the capacities of the port and harbor might be gppropriate to the capacities of the port and harbor,
the scde and layout of the port and harbor feclities shal be specified in a uniform and
comprehensive fashion.

822 Planning conditions

When making a port development plan, planning conditions such as socio-economic conditions,
natura conditions, ship dimensions, present port facilities and cargo throughput need to be grasped
properly.

(1) Socio-economic conditions
1) Socio-economic framework
2) Utilization of land and waters
3) Trangportation
4) Maine activities
5) Environment
6) Reaed plan
(2) Naturd conditions
1) Meteorological conditions
2) Hydrographic conditions
3) Inflow of rivers
4) Geographicd conditions
5) Littord drift
6) Geologicd conditions
7) Eathquake
8) Environment



(3) Dimensions of target vessdls
(4) Present port facilities and cargo throughput

8.2.3 Port and harbor facilities

(1) Water fadilities

The scde and layout of water facilities shall be specified such that the functions of the port and
harbor can be adequately maintained and moreover that vessals can use them safely and smoothly, in
view of the types, forms and numbers of vessals making use of the water facilities, the conditions of
use of mooring facilities, the level of camness of the water areas, and so on.

1) Navigation channe
2) Badns

Specific provisons of each fecility are referred in the Main Report.

(2) Protectivefacilities

The scde and layout of protective facilities shal be specified such that ther functions can be
adequately fulfilled in view of various conditions such as those of the use of water facilities and
mooring facilities protected by the protective facilities. Breskwaters shal be appropriately located so
that the calmness conditions of channels and basinswill be stisfied.

(3) Mooring facilities

The scdle and layout of mooring facilities shall be specified such that safe and effective operation can
be made of the functions of the port and harbor, safe and smooth operation of mooring facilities and
other proper menagement can be sufficiently maintained, in view of the types, forms, and numbers
of the vessd's using the mooring facilities, the types and volume of cargo handled, the cargo handling
system, and the conditions of use of the water facilities.

Specific provisons of each facility are referred in the Main Report. Specid attention should be paid
to the crown height of the mooring facilities. The crown of mooring facilities shdl be st a an

approprite height that is suitable for the main dimensions of the target vessdl and the natural

conditions of the surrounding. The tidd leved that is used as the datum in the determination of the
crown height shal be the mean monthly-highest water leve.

(4) Passenger facilities, cargo handling facilities, and storage facilities



The scale and placement of Sites for passenger facilities shal be such that passengers can use them
safely and smoothly, in view of the numbers of passengers embarking and disembarking, and others.
The scde and placement of cargo handling facilities and storage facilities shal be specified such that
they can adequately fulfill their functions in view of the types and volumes of cargo handled, the
conditions of use of mooring facilities and port trangport facilities, and so on. Specific provisons of
each facility are referred in the Main Report.

(5) Specid Purpose Fecilities
1) Container terminas (for LO/LO ships)

A container termina shdl be planned with due congderaion for factors such as the trend of
container trangport, the economic activities of its hinterland, inter-modal transport conditions, and the
amount of available land. To ensure the smooth and efficient container loading / unloading and
dorage of containers, a container termind needs a sufficiently wide area in order for its various
facilities to be properly arranged.

2) Ferry (RO/RO) terminals

A ferry termina shdl be planned with particular attention paid to both structurd stability and safety
of users, because a ferry termind is generdly utilized smultaneously by both passengers and
vehicles, day and night.

When the tidal range at a port is large and/or many kinds of RO/RO vessdls are moored to a berth,
ingdlation of a dope or a movable ramp should be consdered. A movable ramp is generdly
constructed at a place where bowramp-way of a RO/RO ferry touches. Dimensions of a movable
ramp should be decided considering the width and inclination of vehicle ramp.

8.24 Fadilities for small ships

The following items are gpplied to facilities for smal ships of less than S0GRT.

(1) Water facilities

In the case many smdl shipslike fishery boet leave or arrive in a port collectively in ashort period of
time, navigation channd width shall be determined appropriately. In generd 5B to 8B is adopted. (B

iswidth of aship.)

Badn for smal ships shdl be determined appropriately consgdering mooring and ship turning
methods.
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The threshold wave height for cargo handling for basins in front of mooring facilities for smal ships
isbasically 0.3m. However huge cost is needed to construct protective facility in order to control the
threshold wave height under 0.3m.

Therefore priority should not be put on camness in the Philippines for the time being. But port
facility has to be durable enough againgt big waves.

(2) Protectivefacilities

When slecting a port dte for smal ships, calm sea area where protective facilities are not needed
such as sheltered cove should be sought out, because the high cost of protective facilities can be
detrimenta to the financia viability of a project. If cdm %a area can not be found, it will be
necessary to look for ways to reduce the construction cost. For example, mooring facilities could be
condructed just behind a breskwater.

(3) Mooring facilities
1) Crown height

The crown of mooring facilities shal be set at an gppropriate height that is suitable for the main
dimengons of the target vessdl and the natural conditions of the surrounding area. The tidd leve
tha is used as the datum in the determination of the crown height shdl be the mean
monthly-highest water level. Crown height of a mooring facility for smdl vessds is +0.5m to
+1.0m.



2) Structurd types

The structurd types of mooring facilities shall be determined by considering their characterigtics
and examining the following metters:

* Naturd conditions

* Usage conditions

* Conditions of construction works

* Congtruction and maintenance cost

* Employment of different structurd typesin a port

In the Philippines, open-type wharf on vertical piles and gravity type whartf are widdly used.
Floating piers (pontoons) are sometimes adopted for high-speed boats. A dipway is a0
congtructed in aport for small vessds.

a) Foating pier
Floating piers shal be so planned that they are stable and safe during the handling and loading /

unloading of cargoes and the embarking / disembarking of passengers and vehicles and that
they have sufficient durability.

Sted is economicd for smaler floating piers, while reinforced concrete is economica for larger
ones. Hybrid structures are usudly adopted for middle size floating piers.

There are two kinds of mooring systems for floating piers, mooring chains and anchors, and
piers and rollers. These days, piers and rollers mooring system is widdy used. Non-dip coating

should be placed on the upper surface of afloating body.

b) Sipway

A dipway is a facility used to take ships up to the shore and down to the sea for such purposes
as repair, protection from storm waves and storm surges, and land storage of $ips during

winter.

Locations of dipways shdl be determined in such a way that the following requirements are
satisfied:

* The front water areais clam

* The front water arealis free from gltation or scouring

* Navigation and anchorage of other ships are not hindered

* There is adequate goace in the background for the work for ship lifting and
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lowering as wdll as for ship storage

The reference depth of water in front of the dipway is the sum of the draft of the ship being
consdered and amargin of 0.5m.

The gradient of dipway shdl be determined appropriately in consideration of the shape of ships
that are to use the dipway, the characterigtics of foundation, and the tidd range, so that the
lifting of ships can be performed smoathly.

When the dope is to be utilized by smdl ships, it is desrable to design the dope as having a
sngle gradient. A dopeinclination of 1:6 to 1:12 may be used.

The basin in front of adipway shdl have an appropriate area that alows a smooth operation of
ship lifting and /or lowering without damage to the ships, and a safe and smooth navigation of

nearby ships.
(4) Other facilities
1) Safety facilities

The mooring facilities shall be provided with a skirt guard or other safety equipment to hold small
ships from moving under piled piers. Safety equipment other than the skirt guard includes fences,
ropes or smilar equipment, and signs showing safety passage for pedestrians.

2) Stairways and ladders

When congtructing a port for smadl shipsin aseawhich haslarge tida differences, stairway should
be ingdled a certain intervas. The width of stairways shal be more than 75cm, the height 20cm
and the depth 30cm. Surface of concrete shall be rough.

Ladders are used at emergency. However they are usudly inddled at the edge and / or the root of
a mooring facility so that they do not hinder cargo handling and passenger embarkation /
disembarkation.

The standard dimensions of ladders are 45cm in width and 30cm in space. It is advisable thet the
lower end of ladders go down under low water level and that the upper end go up to 30cm over the
crown height of amooring facility and enter into 45cm of the surface line of amooring facility.

Ladders should be planned with a design load of 1 KN per meter of ladder length for both
horizontal and verticd directions.



3) Curbing
The structure, shape, layout, and materid of curbing shdl be planned gppropriately in such a way
that the safety of users in vehicles will be ensured and cargo handling work will not hindered, in
consderation of the use and structura characteristics of the mooring facility.

The standard interva between two curbings is 30cm.



Chapter 9 Current Port Facilitiesand Existing Development Studies/Plans
9.1 Current Stuation of Port Facilitiesand their Usage

The berths length is one of the basic information to know the scale of port. Generdly spesking, a
berth whose depth is less than 8m is mainly used for domegtic trangportation while a berth whose
depth is more than 8m can be used for internationa transportation. 59% of existing berth length at
mgor public ports in the Philippines have a depth of less than 8m depth while the shares of berth
whose depth are 8-10m, 10-12m and 12-14m are 10%, 17% and 14% respectively.

Thedigtribution of berthsis, of course, not homogenous within the country. The total berth length in
NCR isthe longest followed by that in Region VII (See Figure 9.1.1).

14,000
£ 12,000
= 10,000
‘g) 8,000 WS- 14m
= 6,000 I O-8m
o 4,000
o 2,000 jmi
0 |H|H| |n|n|H| hihlh |I_|_H_|_ﬂ_|_ﬂ_
M o==<O>SToXXR==S
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* Source: JCA Study Team
Figure 9.1.1 Berth Length of Public Ports by Region and Depth

With regard to ship cdls, the number of cdling a public ports in 2002 is more than double
comparing to that at private ports. The average Sze of foreign vessalsis more than ten thousand GRT
while that of the domestic vessdlsisless than one thousand. (Table 9.1.1)

Table 9.1.1 Present Stuation of Ship Cadl (2002)

No of ship calls GRT/Ship
Total Domestic | Foreign | Domestic Foreign
Public ports  |Berth 200,857 195,893 4,964
(98.8%) (99.2%)|  (84.1%) 18 w3
Anchorage 2,540 1,602 938
(1.2%) (0.8%) (15.9%) °19 10191
Tota/Ave (100%) (100%) (100%) 716 11,188
Private ports |Berth 81,616 77,850 3,766
(989%)|  (98.9%)  (98.3%) ara 12078
Anchorage 945 878 67
(1.1%) (1.1%) (1.7%) 1148 20367
Total/Ave (100%) (100%) (100%) 482 12,223
Grand total 285,958 276,223 9,735 649 11,596

*Source: PPA gatistics



9.2 Studies and Projectson Port Developments

9.2.1 Overview

The studies and projects related to port development are listed below. Figure 9.2.1 categorizes them
into three types, namdy, policy studies on dl transportation modes in the Philippines, port
development studies and individua port development projects

Y ear

Policy sudieson all transportation modesin the Philippines

Port development studies
Port development projects

1961 -1979

1980-1989

Port Project (1961, WB)

Development of Port of Catabato (1973, WB)

Port Project 2 (1973, WB, CDO Port, Gen. Sartos
Port)

Manila Port (1979, ADB, Dev't of Int'l| container berths, Sudieson domestic
container berths)

Port Project 3 (1980, WB)

Strengthening cargo handling facilities (1980, OECF)

National Transport Planning Project (1982, WB)

1991

1992
1994

Sudies on the development of Port of Irene (1982, JICA)

Sudies on thedevel opment of Port of San Fernando (1983, JICA)

Sudies on the devel opment of Port of Batangas (1984, JICA)

Sudieson the devel opment of South Harbor at Manila Port (1986, JICA)

Port Project 4 (1987, WB, 16 ports)

Second ManilaPort (1987, ADB)

Strengthening cargo handling facilities 2 (1988, OECF)

Sudieson Feeder ports (1988, ADB: 39 ports

Sudieson Local Ports (1988, USAID, 41 ports)

Sudieson Feeder ports(KFW, 5 ports)

Nationwide Feeder Ports Development Program
(NFPDP, 1988, OECF: 27 ports)

Batangas Port Development Project (1991, JBIC)

Maritime safety project (1991, JBIC)

Nationwide roll-on roll -off transport system devel opment study (1992, JICA)

Thegreater capital region integrated port development study in therepublic of the
Philippines (1994, JICA)
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1995
1996/7

1998

1998
1999

1999

1999& 2001

2000
2000

* Source: JCA Study Team
Figure 9.21 Exiding Studiesand Projects related to Port Development

Sudieson Subic Freetrade port (1994, WB)

The Philippine Ports Authority 25-year Development Plan (1995, PPA)

PhilippineTransport Strategy Study (PTSS, 199%/7, ADB)

Social Reform Related Feeder Ports Development
Project (SRRFPDP, OECF, 1997: 36 ports)

The Philippine National Development Plan (Directionsfor the 21% Century, 1998, Philippine
government, socalled " Plan 21")

Batangas Port Development Project |1 (1998, JBIC)

Trangport Infrastructure and Capacity Development (TICD, 199, ADB)

The Sudy on the Subic Bay Port Master Plan (1999, JICA)

Master plan for feeder port development in Social Reform Related Feeder Ports
Development Project(SRRFDP, 2000, JBIC)

Implementation program for the Roll-on/ Roll -off Ferry Network Development
Project for the Trans Visayas Intermodal Transport Network (2000/2002, DOTC)

Medium Term Philippine Development Plan (M TPDP, 1999& 2001, Philippine gover nment)

Subic Bay Port Development Project (2000, JBIC)

Mindanao Container Terminal Development Project
(2000, BIC)

Preliminary study for Roll-on Roll-off system devel opment in the Philippines
(2001, DOTC)

Bohal ferry link and terminal feasibility study Phase | (2001, DOTC)

The Cebu Integrated Port Development Plan (2002, JICA)

The necessities not only of implementation of the nationwidely coordinated port development but
a0 of modification of the port administration were asserted repeatedly in policy studied / policies on
nationwide trangport development after 1990s (i.e. PTSS in 1996/7, Plan 21 in 1998, TICD in 1999

and MTPDP in 1999 & 2001).

922 Exiging Projectson Port Development

Each port management public corporation and related organizations have their own future port
development plan. Some of them are, of course, based on the existing port(s) development studies.
The Study Team puts together the mgor port development projectsin Table 9.2.1.




Table 9.2.1 Existing Port Development Projects

Present (2002) Short term (2009) Long Term (2024
Target Target
Org. Name of Plan Name of Port  [Kinds of services No of bert|Length(m)|Depth(m) {2002 (2003|2004 ({2005{2006 {2007 {2008(2009|No of bert|{Length(m)|Depth(m) |(if 2010|2011|2012|2013|2014|2015|2016|2017|2018|2019| 2020|2021 |2022|2023|2024 |No of bert|Length(m)|Depth(m) (if i?\ dicated)
indicated)
PPA  [Development of MICT in Mgor |MICT International 5 1,300 12-14 ® 6 1,600 12-14 6 1,600 12-14
port development plan of PPA container 1B 300m (-14)
PPA  |South Harbor expansion in Major Manila South  |International 4 250 14 ® 5 250 14 ® 9 500 14{1.8m TEU +
port development plan of PPA Harbor container 350 12 18 D5omi(-12) 600 12 1B 250m (-14), 1B 250m (-12), 2B 360m(-11) { re-development of 850 12|non-container
200 10 200 10 Pier 5-1,2), deepening of C1& C2 (200m from 10 to 11) 560 11jcargo (at
2012): Total
15.5m tons
PPA  |North Harbor Modernization in  |ManilaNorth |Domestic container/ 5,098 A - O — 3,828 4-8/1.45m ——— 3,748 10.5(1.7mTEU, 2
Major port development plan of  |Harbor multi purpose i ! ) 1,130 10.5|TEU m tons non-
PPA Development of Terminal-1: j (Terminal|(1.7m Development of Termina-2 and 3 container
10B 1,130m (-10.5) {target: 2012) -)|TEU a cargo (at
2012) 2012): Total
26.6m tons
PPA  [Mgjor port development plan of  |Batangas Port  |Domestic multi 2 400 4-8 2 400 4-8 2 400 4-8
PPA purpose
PPA  |Mgor port development planof  [Batangas Port  (International 0 0 E . » 4 1,470 13 o ———— 10, 3,615 13|1.15m TEU,
PPA container -1B:450m (-13) : : 33mtons
e—— - 2B: 350M(:13), - 3B 350m (-13), 400N(-  e———— non-container
-1B:300m (-13)  370M(-13) 13), 295m(-13) - 3B: 350m (-13), 350m(- cargo (at
: : 13), 400m(-13) 2012): Total
14.5 mtons
PPA  |Southern Philippine Port Iloilo Port Domestic container/ 400 10 ——— 770 10 770 10/0.3m TEU, 3.6
Development Package in Magjor  |(ICPC) multi purpose - 370m (-10) m tons non-
port development plan of PPA container
cargo (at
2012): Total
6.4 m tons
PPA  |Southern Philippine Port Davao Port International and 820 9- 10 o ————— 1,120 1,120 0.4mTEU +
Development Package in Major Domestic container/ -300m {-10) non-container
port development plan of PPA multi purpose cargo (at
2012): Totdl 6
m tons
PPA  |Southern Philippine Port General Santos |International and 726 10 CEEE——————— 996 10 1,636 10{0.25m TEU +
Development Package in Major  |Port Domestic container/ - 270m{-10) non-container
port development plan of PPA multi purpose cargo (at
- 290m (+10) (to 2018) - 295)m (-10) (to N 2012): Total
2013) - 350m (-10 2.8 mtons
PPA  |Southern Philippine Port Zamboanga  |International and 500 10 ————— 700 10 770 10{0.13m TEU +
Development Package in Major  |Port Domestic container/ - 270m (-10 non-container
port development plan of PPA multi purpose — — cargo (at
240m (-10) (to 2012): Total
2012) - 240m (-10) 2.1 mtons
PPA  [Mgjor port development plan of  |Cagayan de Domestic container/ 868 10— 868(10)| 10- 13| 868(10)| 10-13/0.2mTEU, 1.3
PPA Oro multi purpose 150m (-13) 405(13) 660(13) m tons non-
- -l A .
container
Back :
5 585 up aréa to 255m (-13 . cargo (at
- 255m (-13) 2012): Total
: 3.3 mtons

94




Present (2002) Short term (2009) Long Term (2024
Target Target

Org. Name of Plan Name of Port  [Kinds of services No of bert|Length(m)|Depth(m) {2002 (2003|2004 {2005{2006 {2007 {2008(2009|No of bert|{Length(m)|Depth(m) |(if 2010|2011|2012|2013|2014|2015|2016|2017|2018|2019| 2020|2021 |2022|2023|2024 |No of bert|Length(m)|Depth(m) (if i?\ dicated)

indicated)

Private Harbour Centre| International private 870 10-11.5 870 10-11.5 870 10-11.5

cargo 280 5-7.5] 280 5-7.5] 280 5-7.5]
Domestic container/
multi purpose

Poro Seaport of San |Internatiola/Domestic 700 8.6-15] ® 800| 8.6-15 800| 8.6-15
Fernando multi purpose Extention 100m

Subic | The Subic bay port master plan Subic Internatiola/Domestic 1,323 12-14 1,323 12-14 1,323 12-14

multi purpose 411 8-10 411 8-10 411 8-10
117 4-8 117 4-8 117 4-8
Subic  [The Subic bay port master plan  |Subic International 0 - g T‘ » 560 13 —— 840 13
container Zé?: 2§0m §13 4280m (-13), 2GC
N
< 1B: 280m (-13), 2GC
CEZA |Rehabilitation and Development of |Port of Irene  |International 1 189 7.8-11.8 ZW 3 600 14 e —————————— 6 1,000
Port of Irene container / -i2braim (-14) incl. . ]
multipurpose Improved exsting facli Y pmsem— 3B: 400m{(-14)
14)

PIA Mindanao International 0 0 - ° 300 13|270,000 ® 400 13{500,00 -
container container - 300m (-13), 2GC TEU £ 100m (-13), 2GC 550,000 TEU
terminal

PIA Mindanao Bulk|International multi 0 0 - [ ] 270 11 270 11
terminal purpose -1270mi(-11)

Cebu |Cebu integrated port development |Cebu International 386.5 85 258.5 85 243 85

plan (Existing container, multi
Container) purpose >> Domestic
container in the
futhure
Cebu |Cebu integrated port development |Cebu International 300 13 ® ° 1,200 13
plan (New container
container) - 2B: 600m (-13) (300m*2),:5GC - 2B: 600m (-13) (300m x 2),
5GC
Cebu |Cebu integrated port development |Cebu (new Internation multi P ° 131 8.5
plan Internationl purpose . . 380 10
multi purpose) - 1B: 190m (-10) - 1B: 190m (-10)
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Present (2002) Short term (2009) Long Term (2024
Target Target
Org. Name of Plan Name of Port  [Kinds of services No of bert|Length(m)|Depth(m) {2002 (2003|2004 {2005{2006 {2007 {2008(2009|No of bert|{Length(m)|Depth(m) |(if 2010|2011|2012|2013|2014|2015|2016|2017|2018|2019| 2020|2021 |2022|2023|2024 |No of bert|Length(m)|Depth(m) (if i?\ dicated)
indicated)
Cebu |Cebu integrated port development |Cebu Domestic multi 3,972 4-7 503 8.5 ® ; 450 8.5
plan (Domestic ~_ — |purpose 31921 4-8 Rehabiliation/renovation of existing bertt s19n  5-85
multi purpose)
DOTC |Socia Reform Related Feeder 10 PortgFeeder Port 10 Portg
Ports Development Project (Package E (Package|
(2004-2006) E (2004-
2006)
DOTC |Trans-Visayasintermoda transport|17 portsin Ro/Ro S 17 portq
k Vi
networ Isyasaea - 17 Ra/Ro perts development
PPA  [PPA 25-Year Development Plan  |Puerto Princesa 195 10-12 773 10-12
1
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  [PPA 25-Year Development Plan  |Legaspi 404 4-8 647 4-8
(1995 - 2020, This plan indicates (*2)
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |Tabaco 310 8-10 945 8-10
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |Tacloban 622 4-8 1,549 4-8
(1995 - 2020, This plan indicates (*3)
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |Dumaguete 358 8-10) 2,073 8-10
(1995 - 2020, This plan indicates 4
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |Tagbilaran 266 4-8 2431 4-8
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |[lligan 620 8-10) 1,320 8-10
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |Nasipit 185 4-8 3,743 4-8
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  [PPA 25-Year Development Plan  |Surigao 342 8-10 1,118 8-10
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  |PPA 25-Year Development Plan  |Ozamiz 410 4-8 2,076 4-8
(1995 - 2020, This plan indicates
the port capacity in long term.)
PPA  [PPA 25-Year Development Plan  |Jolo 364 863
(1995 - 2020, This plan indicates
the port capacity in long term.)
(Note)

*1 PPA 25-Y ear Development Plan indicates the port capacity in the long term. Thus, the length of berths might not show the plan of investment.
*2 According to the 25 year development plan, thereis no capacity over current facilities. This figureis based on the PPA port development plan 2002
*3 Thisfigure excludes the new port devel opment

*4 Berthsin Inner harbour area are not counted because of shallow water.
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Chapter 10 Master Plan with the Target Year of 2024

10.1 Typesof Portsto be Consdered in the Magter Plan

It is proposed that the government establish the Master Plan of port development for public ports. At
the same time, however, the government should also be prepared to monitor, regulate and coordinate
with the private sector to grasp the total demands of maritime transportation.

10.2 Proposed Nationwide Maritime Trunk Routes

After examining regional economies, development of economic zones, expected population growth,
regiond linkages, potentia growth aress etc., three kinds of maritime trunk routes are proposed, i.e.
the land and intermodd trunk route, the domestic maritime trunk route and areas for international
maritime linkage (see Figure 10.2.1).

10.3 Port Classfication

The overdl evaduation on the importance of an individuad port (dthough a port usudly has various
functions with varying degrees of importance) is indispensable when coordinating with future plans
of other sectors, in particular the road sector. According to the extent to which the port contributes to
international/domestic maritime trangportation, the notion of port classfication is introduced here. In
the classification, ports are classified into four types (see Table 10.3.2).

Criteria to be classfied as a Gateway port, Principa port or Mgor port, as of 2001 is proposed in
Table 10.3.2. Since the cargo volume of nationwide portsin 2024 will be 3.29 times of that in 2001,
the criteriain 2024 is set three times higher than that in 2001. Smilarly, the criteriain 2009 isset 1.5
times higher than that in 2001. All Gateway ports, Principa ports and Mgor ports are listed in Table
10.3.3.

It should be clarified here that criteriain the future is based on the cargo forecasted in this Study. The
criteria can be revised according to the future nationwide cargo, the cargo of individua port, etc.
Naturaly, the number of ports under each typein Table 10.3.3 may increase or decrease.

Regiona ports are smaler szed ports in terms of cargo/passenger volume compared to those of
Gateway ports, Principa ports and Mgor ports. It should be stressed, however, that the selective
development of a number of small and medium scale ports can not only provide the socio-economic
foundation of aregion but aso can contribute to raisng the socio-economic bottom lines nationwide.
Thus, it is proposed to develop RO/RO ports for mobility enhancement as well as RO/RO ports
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supporting the development of remote areas. A hundred (100) RO/RO ports are expected to carry out
the former function in 2024 while 83 RO/RO portswill have the latter rolein 2024. Furthermore, itis
possible for some small-scae ports without RO/RO facilities to support socid reform. This kind of
port is also proposed to be developed as a socid reform support port. Twenty-two (22) ports will be
developed until 2024. In addition, other regiona ports will be developed in response to the actua
demand.

Table10.3.1 Port Classfication

Functions of ports (The extent to which the port

Typeof port . : : . L
contributesto inter national/domestic maritimetransport)
Internationd gateway port Portsasmgjor "windows' of the country to theworld
(Gateway port)

Highly important portsfor both internationa and domestic
maritime trangport (The ports have at least one dedicated berth
for internationd cargo)

Principa internationd trade port
(Principa port)

Major port (including RO/RO portsfor | Important ports for domestic and/or internationa maritime
major corridors) transport

Portswhich areimportant for domestic container trangport
(Among the Mgjor ports, ports which have container handling
dedicated quay side cranes and/or have at least one dedicated
berth for long distance RO/RO ferry vessls)

All portsnot included in above types. Regiona ports, which
mainly support regiona society as maritime trangport bases,
Regiond port consst of RO/RO portsfor short and middle distance transport
(RO/RO portsfor mohility enhancement, RO/RO portsfor
remote idands development), Socid reform support ports, etc.

Major domestic container port
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Table10.3.2 Criteriaon Port Classfication in 2001, 2009 and 2024
(Gateway Port, Principa Port and Mgor Port)

(Unit: '000 tons)

Domestic cargo
Year |Typeof port| Tota cargo International B, B/B _
cargo Ro/Ro (excl. Container
Ro/R0)
Gateway porf 1,000 1,000 - - -
Principal por{ 1,000 100 - - -
500 - - - -
2001 . 200 -- 30 - -
Major port
200 - - 150 -
200 - - - 150
Gateway porf 1,500 1,500 -- -- -
Principal por{ 1,500 150 - - -
2009 750 -- - - -
(Draft) _ 300 -- 45 - -
Magjor port 300 — — o —
300 -- - - 225
Gateway porf 3,000 3,000 - - -
Principal por{ 3,000 300 -- -- -
2024 1,500 -- - - -
(Draft) . 600 - 20 - -
Major port 500 — — 750 —
600 -- - -- 450

Table10.3.3 Gateway Ports, Principa Portsand Mgor Portsin 2001, 2009 and 2024

Type of port

Name of port

2001

2009 (Tentative)

2024 (Tentative)

Gateway
port

Subic, Manila, Cebu

Subic, Manila, Batangas,
Cebu, CDO/MCT, Davao

Subic, Manila, Batangas,
Cebu, CDO/MCT, Davao

CDO/MCT, lloilo, Davao,

Iloilo, General Santos,

[loilo, General Santos,

Principal |General Santos, Zamboanga, [Zamboanga, San Fernando  |Zamboanga
port  |San Fernando, Batangas
Bay/river, Calapan, Pto. Bay/river, Calapan, Pto. San Fernando, Bay/river,
Princesa, Tabaco, Legazpi, Princesa, Tabaco, Legazpi, Calapan, Pto. Princesa,
Matnog, Masbate, Tacloban, |Matnog, Masbate, Tacloban, |Tabaco, Legazpi, Matnog,
Liloan, Dumaguete, Liloan, Culasi, Dumaguete, [Masbate, Tacloban,
Major port|Tagbilaran, Surigao, Lipata, |Tagbilaran, Surigao, Lipata, |Palompon, Liloan, Culasi,

Nasipit, Ozamiz, Dapitan

Nasipit, Ozamiz, Dapitan,
Masao

Dumaguete, Tagbilaran,
Surigao, Lipata, Nasipit,
Ozamiz, Dapitan, Masao
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104 Long-Term Strategic Port Development Plan

1041 Planning Principles

The premise of the long-term grategic port development plan is to carry out the following two
missions concurrently and strategically. The missonsare,
- Egtablishment of fast, economicd, reliable and safe maritime transport network accelerating the
development of nationa economy, and
- Formation of maritime trangport bases to support regional society.
Under the premise, the principlesfor the planning of each mission are proposed asfollows.

(1) Esablishment of Nationwide Maritime Transport Network

In order to formulate nationwide efficient maritime trunk routes (see Figurel0.2.1), the rationde /
importance of individua port development should be examined in terms of the following principles.

1) Concentrated Development of Specific International Gateway Bases

Magor ports for international container trade can be classfied into international hub ports and
internationa gateway ports. To focus exclusvely on internationa hub function might be difficult
snce the mgjor market for international container cargo in Asais not located near the Philippines,
Instead, it is necessary to intensvely develop the international maritime gateway functions, which
accept foreign cargo as well as export products for economic development of the Philippines under
the internationd latera division of [abor in the economy. One of the urgent tasksin this country isthe
development of internationa container gateway ports at Greater Capital Region (GCR) in order to
handle the cargo currently concentrated in Manilaacross awider area. Consequently, Manila (MICT,
South Harbor), Subic Bay, and Batangas are expected to share the load.

Moreover, in order to promote regiond development at the middle and south part of the Philippines
as well as to reduce the burden of GCR, the drategic development of internationa gateways at
Visayas area, North Mindanao area and South Mindanao areaiis required.

2) Improvement of Domestic Container Transport Efficiency
It is estimated that about 60% of domestic container cargo are carried by long distance RO/RO ferry

vessels with passengers*! a present while other container cargo is carried by geered vessdls. It is
expected that trangport by RO/RO ferry vessd will continue in the future.

*1 |ong distance passengers stay on board more than twelve hours.
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It is forecasted, however, that the increase ratio of container cargo volume will be larger than that of
passengers, and as aresult, the volume of container cargo carried by non RO/RO ferry will increase.
It is forecasted that about haf of the containers will be transported by non-RO/RO ferry in 2024.
Thus, it is proposed that quayside cranes such as gantry cranes and mobile cranes, which enable
more efficient container handling a berths, should be introduced at some mgor domestic container
ports strategically. Consequently, these two different modes for container transport will grow through
chasing each other.

3) Development of Bresk Bulk and Bulk Cargo Handling Facilities

While the volume of bresk bulk cargo will increase steadily in the coming 20 years, bulk cargo will
increase rapidly. However, the mgjority of bulk cargo has been handled at private terminas. On the
other hand, dmost al bresk bulk cargo and some bulk cargo has been handled at the same berth in
public ports due to limited port facilities. It is expected that this mixed cargo-handling system will
continue in many public ports, snce cargo-handling volumes are not expected to greetly increase in
future.

Thus, it is proposed that the public sector develop "multi-purpose berths' to handle these kinds of
cargo in accordance with the demand for ports. Since greater private sector participation is expected,
in particular in the field of the improvement of bulk cargo handling operation, public and private
partnerships which coordinate/enhance private investment in cargo handling equipments/warehouses
should be pursued.

4) Port Planning at the Greater Capital Region

In order to meet the cargo demand with minimum negative economic externaities related to land
traffic congestion, it is proposed that the expansion of existing portsin Manila be avoided as much as
possible for the moment. Thus, the non-consumer goods for NCR such asindustrial materias might
be handled outsde NCR. It is proposed that Subic Bay port and Batangas port be developed
intensvely for this purpose.

5) Formation of Mgor Corridors

There are two north-south intermodal corridors in the Philippines, i.e. Pan-Philippine Highway and
Strong Republic Nautical Highway at present. It is proposed that the RO/RO ports adong the mgor
corridors be strategically devel oped.

(2) Formation of Maritime Transport Basesto Support Regiona Society

Small and medium scale port development to formulate maritime transport bases to support regional
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society is another god of the planning. Mgor principles for these ports are described as follows.
Ports which are not gpplicable to the principles should a so be devel oped steadily in accordance with
their demand.

1) Enhancing the Mobility of People and Goodsin the Region

While socio-economic development often requires the concentration of resourcesin aspecific areg, it
is dedrable to pursue the development of the nation as a whole. In order to resolve these two
contradictory issues, it is necessary to promote "Nationd Disperson through Regiona
Concentration" through the formation of an effective intermodal network and dlicitation of regiona
growth potential. Thus, it is proposed that RO/RO ports which enhance the inter-regional and
intra-regiona mobility of people and goods should be strategically sdlected and devel oped.

2) Securing Trangportation Basesto Support Daily Lifein Remote Idands

An improved transportation system can not only secure amore stable daily life in remote idands but
aso contribute to economic development. Thus, for remote idands that have a population of more
than 5,000 in 2024 and existing port facilities, RO/RO ports should be srategically sdected and
developed consgdering the growth potential of remote idands as well as the accesshility to
population center in main idands and other idands.

3) Supporting Sociad Reforms

Improving accessibility and supporting the production activities such as fishery in remote idands
without port facilities and other isolated areas can reduce regiond gaps and contribute to poverty
dleviaion. Thus, it is proposed that socia reform support ports should be strategically developed to
form maritime routes linking the isolated arealidand and population center, to support the
establishment of population centers within isolated areas as well as to upgrade existing shipping
Services.

10.4.2 Planning Options
Under the above-mentioned principles, it is proposed that the following magor port functions be
consdered as planning options. The required facilities of each planning option at ports will be

examined taking into account the separate berth usage according to the types of cargo handling.

(1) Internationa Transport
1) International container trangport

! NEDA (1998), The Philippine Nationa Development Plan for the 21% Century
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2) Internationa bulk and break bulk cargo transport

(20 Domestic Transport
1) Domestic container transport
2) Domestic bulk and break bulk cargo transport
3) RO/RO trangport for short and middle distance
4) Socia reform support
5) Passenger transport

It is aso proposed that a port which will be developed during long-term and short-term planning
period be called Strategic Development Port.

10.4.3 Required Port Facilitiesin 2024 and Strategic Development Ports

(1) Portsfor Internationa Trangport

Nine ports will handle internationa container cargo in 2024, and it is necessary to ingtal container
handling dedicated quaysde cranes such as gantry cranes at these ports (see Table 10.4.1 and Figure
10.4.1). Six of these ports, i.e. Subic, Manila (MICT, South Harbor), Batangas, Cebu, Cagayan de
Oro (CDO/MCT) and Davao, will function asinternationa gateway ports, and must be developed in
line with the growing demand. International containers will aso be handled at 1loilo, General Santos
and Zamboanga. Thus, these three ports also require the ingtalation of dedicated container quayside
cranes.

International bulk and break bulk will be mainly handled at fourteen (14) portsin 2024. Of the eight
ports amnong them which are not international gateway ports, three ports (lloilo, Generd Santos and
Zamboanga) are developed as Principd internationd trade ports while the other five ports are
developed as Mgor ports.

Strategic Development Ports, which will be developed from 2004 to 2024, and their required
facilities are shown by each planning option in Table 10.4.1. Twenty-three (23) berths for
international container and 10 berths for international bulk and break bulk (including "multi-purpose
usage” with other cargo) are required to be devel oped.

(2) Portsfor Domestic Trangport

1) Portsfor Establishment of Nationwide Maritime Transport Network

With regard to domestic container transport, ten ports will be developed nationwide as Mgor
domestic container ports in 2024, and container will be trangported by long distance RO/RO ferry
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and other vessdls. It is proposed, in particular, that eight ports (i.e. Manila (North Harbor), Batangas,
Cebu, Cagayan de Oro (CDO/MCT), lloilo, Daven, Generad Santos, Zamboanga) among these ten
ports ingtall container handling quayside cranes such as mobile cranes, and that gearless container
vessdls be used at the elght ports to improve the container handling efficiency. It should be noted that
the role of long distance RO/RO ferry vessals will continue to be important in the future. These two
different modes of transport will complement one another (see Table 10.4.2 and Figure 10.4.2).

Domestic bulk and break bulk will be mainly handled at twenty-eight (28) ports in 2024. Among
them, ten (10) are Mg or domestic container ports and Eighteen (18) are Mgor ports.

Strategic Development Ports, which will be developed from 2004 to 2024, and their required
facilities are shown by each planning option in Table 10.4.2. Twenty-two (22) berths for domestic
container and 50 berths for domestic bulk and bresk bulk (including "multi-purpose usage” with
other cargo) are required to be developed.

At present, there are 12 RO/RO ports along the two mgor corridors, i.e. Pan-Philippine Highway
(East corridor) and Strong Republic Nautical Highway (West corridor). However, Matnog Port,
Lipata Port, Caapan Port, Dumaguete Port and Dapitan Port need additiond RO/RO ramps to cope
with increasing transport demand. In addition, since RO/RO facilities of Caticlan Port are decrepit
and cannot cope with larger RO/RO ships, Caticlan Port should be promptly upgraded to secure an
efficient transport network. Moreover, Mansday port in Mindoro Idand is more suitable than the
existing Roxas port in terms of location, calmness and the depth of basin area. Therefore, Mansalay
Port should be developed as a RO/RO port for mgjor corridorsinstead of Roxas Port.

San Recardo Port, which islocated at the southern tip of Panaon Idand aong the East corridor has a
cam basin area and is nearer to Lipata Port than Liloan Port, which has sea linkage to Lipata port at
present. Since the land linkage between Panaon Idand and Leyte Idand will be better, it is preferable
to develop San Recardo Port as a RO/RO port and to change the existing Lipata—Liloan route to the
Lipata—San Recardo route. Thiswill result in a considerable time savings. Thus, 8 RO/RO ports for
magor corridors should be strategicaly devel oped by 2024 (see Table 10.4.3).

Table104.3 Lig of RO/RO Strategic Development Portsfor Mgor Corridors (2024)

Name Population Income RORO RORO Exising Exising Sraegic
of

Nameof Port Region of dassificetion Cago Passanger RORO RORO Deveopment Remarks
Municipdity | Municipdity of Vaume Rarp vesHscdling Ports
(2024) Municipdity | (2024) (2004) (2001) (2001)

PAN-PHILIPPINE HIGHWAY (Eag Corridor)

1| Matnog (PPA) RegionV Manog 45012 4th 5682586 | 6773232 o ° 3 |Additiond 4RORO Ramps

2|Bawhateoo (Allen) Region VIII Allen 30,139 5th 4946266 5141586| o o Private Port

3Sen Recado Regon VIl S Recardo 13464 5th 1840094 | 2,051,500 3 6RORO Ramps

4] Lipata (PPA) Region XII Surigeo City 189,299 2nd 1613004| 143742 o ° o | Additiond 4RORO Ramps
[STRONG REPUBLIC NAUTICAL HIGHWAY (Weg Corridor)

1|Batangas (PPA) Region IV Batanges City 438478 1 99971| 13329339 ° °

2|Calapan (PPA) Region IV Calgpen City 187,567 4th 74| 381737 o o 3 Addtional 1-RORO Ramp

JMansay Region IV Mansday 69,142 3d 189403 | 763467 o

4catiden Regon VI Malay 34,155 4h 189403  763467| o ° o Additiondl 1-RORO Ramp

g ilailo (PPA) RegionVI lloilo City 509,587 s 438811| 5218398

6Bacolod (PPA) RegionVI Bacolod City 597,703 s 593033 | 10564751 o o Private Port

7|Dumeguete (PPA) Regon VI Dumegdte 145523 2d 123975 44165713 o ° o Additional 1-RORO Ramp

8 Dapiten (PPA) Region|X Dapiten City 105,335 2nd 9408| 39735%6[ o o o Addiiondl 1-RORO Ramp

] 17,607,743 | 58250687 10 10 3
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2) Formation of Maritime Transport Bases to Support Regiona Society

Port development for short and middle distance maritime transportation which supports regiona
society is carried out not only by port authorities / public port development bodies but dso DOTC
since the nationa government is responsble for asssting disadvantaged and economically depressed
areas. On the other hand, since the investment is not so large due to the smal scale of the projects,
Development Bank of the Philippines has launched new scheme to develop smal facilities utilizing
private investment. In this long-term plan, it is proposed that two kinds of ports for short and middle
distance vessals be established for supporting regiond society: short and middle distance RO/RO
ports and ports for smal and medium scale vessels without RO/RO facilities. Congidering the
functions of both kinds of ports, the former is proposed to be sub-classified into RO/RO ports for
mobility enhancement and RO/RO ports for remote idands development. The latter will be
categorized as socia reform support ports. It is recommended that priority be given to the ports
applicable to the following principles, but other regiond ports should be also properly developed in
accordance with their demand.

a RO/RO Port for Mohility Enhancement

Based on the criteria described in Table 10.4.4, a hundred (100) ports are sdected as RO/RO ports
for mobility enhancement in 2024. Among them, fifty-four (54) ports should be newly developed as
Strategic Development Ports by 2024 (see Table 10.4.5). The RO/RO port network for mobility
enhancement in 2024 is shown in Figure 10.4.3. In addition, the number of people benefiting from
mobility enhancement will increase from 14 million in 2000 to 40 million in 2024 as a result of the
proposed project.

Kinds of ports Criteria

RO/RO portsfor |[RO/RO argo volumeis about 30 thousand tons or more in 2024. (Except RO/RO major corridor ports)

mobility The port is prioritized if it islocated in the Specid Zone of Peace and Development (SZOPAD).

enhancement Road connection is good in 2024. (Except ports located in the SZOPAD)

The port has different hinterland of neighboring RO/RO ports.

The port has high growth potentid of hinterland, or the port forms avitd link in the RO/RO Transport
Network.(Except ports located in the SZOPAD)

RO/RO portsfor |Population of theidand that has existing port facilities is more than 5,000 in 2024.

remoteidands |Theportisprioritized if it islocated in the SZOPAD.

development Income classification of the municipality where the port islocated is 3rd or lessin 2001. (Except ports located
in the SZOPAD)

The port has different hinterland of neighboring RO/RO ports.

Table10.4.4 Criteriafor RO/RO Port (2024)

b) RO/RO Port for Remote Idands Development
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Based on the criteria described in Table 10.4.4, eighty-three (83) ports are selected as RO/RO ports
for remote idands development in 2024. Among them, seventy-four (74) ports should be newly
developed as Strategic Development Ports by 2024 (see Table 10.4.6). In addition, eighteen (18)
ports should be newly developed as RO/RO ports connecting remote idands with the population
center of the main idand/other idand and linking to RO/RO ports for remote idands devel opment
(see Table 10.4.7). Among the 120 remote idands which have existing port facilities, 92.5% of the
population will have safe and improved access to population centers in 2024 as a result of the
proposed project (30.1% in 2000).

The above-mentioned development plans of "RO/RO ports for mgor corridors’, "RO/RO ports for
mobility enhancement”, "RO/RO ports for remote idands development” and "RO/RO ports
connecting remote idands' are collectively referred to as the "Nationwide RO/RO port devel opment
plan”.

Table104.5 Lig of RO/RO Strategic Development Ports for Mobility Enhancement (2024)

Criteria Existing
Population Cargo *1 Road | Peaceand | Different | Growth | Formation| Existing | RO/RO | Strategic
Name of Port Region of Volume Access Dev't |Hinterland| Potencia | of RO/RO| RO/RO | Vessels Dev't Remarks
Municipality| (ton) Ares of Transport| Ramp Calling Port
(2024) (2024) (2024) | (2001) Hinterland| Network | (2001) | (2001)

1JNavotas CR 296,068 72,024 o o 5]

2|San Vicente (Sta. Ana) Region 30,321 52,576 o o o o o

3|Maconacon Region 5,221 42,679 o o o o o

4]Palanan Region 21,490 41,429 o o o o o

5|Mariveles (Aplaya) Region I11 120,863 140,201 o o o

6]Dil Region IV 25,991 42,538 o <] o o o

7|Casiguran Region IV 38,004 50,734 o o o o o

8|Baler Region IV 52,994 61,473 o o o o )

9|Dingalan Region IV 35,698 55,965 o o o o o
10| Catanauan Region IV 102,250 118,610 o o o o o
11]San Narciso Region IV 68,137 79,039 o o o o o
12Bucana (Naic) Region IV 128,722 140,20 o o o
13]Calatagan Region IV 79,815 45,63: o o o
14JEI Nido (PPA) Region IV 47,868 55,52 o o o o o
15| Tayt Region IV 95,027 109,563 o o o o o o
16]Pasacao (PPA) Region V 52,870 121,885 o o o o 1-RO/RO Ramp on-going const.
17|Tabaco (PPA) Region V 147,460 | 1,213,798 [} <] o o o o Additonal 3-RO/RO Ramps
18|Pilar Region V 79,66 34,521 o o o ° °
19|Masbate (PPA) Region V 98,30: 691,612 o o o o o o Additonal 2-RO/RO Ramps
20]JAroroy Region V 80,84 34,521 o o o o
21]Cataingan Region V 64,11 86,835 o o o o
22|Placer Region V 61,119 70,898 o o o o
23]Mandaon Region V 43,443 49,968 o o o o
24]Concepcion Region VI 47,696 29,029 o o o o o
25[San Jose de Buenavista (PPA) |Region VI 67,228 154,891 o o o o o
26]San Lorenzo (PPA) Region VI 28,094 32,589 <] o o o o
27|Cadiz Region VI 197,742 281,004 o o o o
28|Danao (Escalante) (PPA) Region VI 110,184 127,813 o o o o o
29|Bais Region V 96,928 28,086 o o o o
30]Siaton Region V 91,439 148,970 o o o o o
31|Bantayan Region V 96,942 251,975 o o o o o
32|Mahayahay (Daanbantayan) Region V 98,665 70,898 o o o o o
33]Bogo (Polambato) Region V 90,886 153,630 o o o o o o o [Additonal 1-RO/RO Ramp
34|Malabuyoc Region VII 24,212 28,086 o o o o o
sslg ob (CPA) Region VII 31,978 56,673 ° ° ° ° °
36|Lazi Region VII 26,061 30,231 [} <] o o
37]Catagbacan (PPA) Region VII 64,341 863,488 o o o o o o o [Additonal 1-RO/RO Ramp
38| Tapa (Ubay) Region VII 85,134 125,521 o o o o o
39]Guindulman Region V 41,50 51,183 o o o o o
40lKawayan Region V 26,29 30,503 o o o o
41]Palompon(PPA) Region V 76,23 434,733 o o o o o o o Additonal 1-RO/RO Ramp
42]Maasin_(PPA) Region V 106,88 125,521 o o o o o o 1-RO/RO Ramp on-going const.
43|Padre Burgos Region V 13,407 52,640 o o o o o
44|Nabilid Region IX 52,003 148,970 o o o o o o
45]Siocon Region I1X 50,520 58,603 o o o o o
46|Sirawai Region IX 25,545 59,264 o o o o o
47|Zamboanga(PPA ) Region IX 929,772 387,343 o o o o o o o o Additonal 1-RO/RO Ramp
48] Solar (Olutanga) Region 1X 34,954 40,547 o o o o o
49|Guinsiliban (PPA) Region X 7,506 108,478 o o o o o o
50[Plaridel Region X 43,157 50,062 o o o o o
51{Ozamis (PPA) Region X 162,759 | 5,519,862 o o o o o Additonal 4-RO/RO Ramps
52]Kolambugan (PPA) Region X 35,641 41,344 o o o o o
53|Buli-Buli (Sumisip) ARMM 70,173 81,401 - o o o o o
54JLanguyan ARMM 57,048 66,176 - ° ° ° o 5 5

I 13,051,742 10 54 46 43 7 14 54

Note: *1  Connection to 4 Lane National Highway, o Connection to 2 Lane National Highway, Connection to other Good Road
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LEGEND

®  Proposed Ro/Ro Ramps
O Existing Ro/Ro Ramps
2 Lane Nat'l Roads

4 Lane Nat'l Roads

Proposed Ro/Ro
Ferry Service Route
Existing Ro/Ro
Ferry Service Route

Figure 10.4.3 RO/RO Port Network for Mobility Enhancement (2024)
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Table104.6 Ligt of RO/RO Strategic Development Ports for Remote Idands Development (2024)

Criteria Existing
Name of Name of Population |Population | Peace and Income Defferent | Growth RO/RO | Strategic
Name of Port Region Municipality or City/ Island of of Dev't [classification of| Hinterland | Potential | Vessels | Dev't Remarks
Province Municipality| Island Areas | Municipaity of Cdling Port
(2024) (2024) (2001) Hinterlamd|  (2001)
1|Itbayat Region |1 Itbayat/ Batanes Itbayat 5,073] 5,073] 5th o o
2|Basco Region |1 Basco/ Batanes Batan 9,424 15,676 5th o o o
3|Calayan Region|l |Calaya/ Cagayan Calayan 20,07§| 11,857, 4th o o
4]Camiguin Region|l  |Caayan/ Cagayan Camiguin 20,076 522} 4th o o
5|San Rafael (Burdeos) Region |V |Burdeos/ Quezon Polillio 18| 4th o o o
6|Patnanungan Sur Region IV __|Patnanungan/ Quezon Patnanungan 4th o o
7|Sitio Region IV__|Jomalig/ Quezon Jomélig 6th o o
8|Tingloy Region IV _|Tingloy/ Batangas Maricaban 5th [ o [
9Tilik Region IV _|Lubang/ Mindoro Occ. Lubang 5th o o 1-RO/RO Ramp proposed
10]Concepcion Region IV | Concepcion/ Romblon Maestro de Campo - ) o
11|Banton Region IV _|Banton/ Romblon Banton 5th o o
12| Corcuera Region IV | Corcuera/ Romblon Simara 5th o o
13|Calatrava Region IV__|Calatraval Romblon Tablas 5th o o o
14|Sta Fe (Tablas|s.) Region IV__|Sta. Fe/ Romblon Tablas - o o o
15|Said (San Jose) Region IV__|San Jose/ Romblon Carabao - o o
16]Ambulong (Magdiwang) Region IV [Magdiwang/ Romblon Sibuyan 5th o o o o
17|Cagayancillo Region IV |Cagayancillo/ Pdawan Cagayan o th o )
18|Linapacan Region IV _|Linapacan/ Palawan Linapacan o th o o o
19|Araceli Region IV _|Araceli/ Palawan Dumaran o th o o o
20|Bancalaan Region IV __|Balabac/ Pllawan Bancalaan o rd [ [
21[Balabac Region IV__[Balabac/ Palawan Balabac ) rd o °
22|Mangsee Region IV__[Balabac/ Palawan Mangsee ° rd ° °
23|Visite RegionV | Tabaco City San Miguel t o o
24| Caracaran RegionV  |Rapu-rapu/ Albay Batan 4t o o
25|Rapu-rapu (Poblacion) RegionV  |Rapu-rapu/ Albay Rapu-rapu 4t o o
26| San Pascua RegionV  |San Pascual/ Mashate Burias At o o
27|Claveria RegionV  |Claverial Mashate Burias At o o 1-RO/RO Ramp on-going const.
28| San Jacinto RegionV  |San Jacinto/ Mashate Ticao At o o
29| Talisay (San Fernando) RegionV  |San Fernando/ Mashate Ticao - o )
30|Caluya Region VI |Caluya/ Antique Cauya 4th o )
31|Poro (CPA) Region VIl _|Poro/ Cebu Camotes 5th o o o 1-RO/RO Ramp proposed
32|Pilar (Ponson Is.) Region VII_|Pilar/ Cebu Ponson 5th o o o
33|Pitogo Region V11 _|Pres. Carlos Garcia/ Bohol Lapining 5th o o o
34|Bitaugan Region V111 |Guiuan/ Eastern Samar Homonhon 3rd [ o [
35|Bobon (San Antonio) Region V111 | Capul/ Northern Samar Capul St ) o o
36|San Antonio Region V111 |San Antonio/ Nor. Samar Dalupiri St o o o
37|Biri Region V11 |Biri Is/ Nor. Samar Biri St o o o
38JLunang | & 11 Region V111 | Almagro/ Western Samar Almagro St o o o
39|Sto. Nifio Region V111 | Sto. Nifio/ West. Samar Sto. Nifio 5t o o o
40| Sevulla Region VII1 |Sto. Nifio/ West. Samar Camandog St o o o
41)Daram Region V111 | Daram/ West. Samar Daram 4t o o o
42|Zumarraga Region VIII [Zumarraga/ West. Samar Zumarrage th o o o o
43| Tagapul-an Region VI | Tagapul-an/ West. Samar Tagapula th o o o
44]Binalayan (Maripipi) Region VIII |Maripipi/ Biliran M aripipi th o o
45|Limasawa Region V111 [Limasawa/ Southern L eyte Limasawa 6th o o o
46|Kaputian Region X s. Garden City of Samal Samal 5th o o o
47)Sta. Cruz Region X s. Garden City of Samal Talicud 5th o o o
48] Patuco (Saranggani |s) Region X| | Saranggani/ Davao del Sur Saranggani o St o o
49|Batuganding (Balut Is.) Region X| | Saranggani/ Davao del Sur Balut o St o o
50]San Juan Region XI11 |Loreto/ Surigeo del Norte Dinagat St o o o
51)San Jose (PPA) Region X111 | San Jose/ Surigao del Nor. Dinagat St o o o
52| Cagdianao Region XII1 | Cagdianao/ Surigao del Nor| Dinagat At o o o
53| Talisay (San Benito) Region X1 | San Benito/ Surigao del Nor Siargao St o o o
54]Dapa (PPA) Region X111 |Dapa/ Surigao del Nor. Siargao St o o o 1-RO/RO Ramp on-going onst.
55]San Miguel Region X111 |Dapa/ Surigao del Nor. East Bucas th o o o
56]Socorro (PPA) Region X|11 |Socorro/ Surigao del Nor. Bucas Grande th o o )
57|Patino Region XIII | Tagana-an/ Surigao del Nor lid th o <) o
58|Pilas AR Lantawan/ Basilan Pilas ) 4th o [} o
59]Dungon AR Tongkil/ Sulu Bucutua o 5th o o o
60 Tongkil AR Tongkil/ Sulu Tongkil o Sth o ) o
61)Capual AR Luuk/ Sulu Capua o 3rd ) o o
62]Simbahan (Pangutaran) ARM Pangutaran/ Sulu Pangutaran o Atl ) o o
63|Pata ARM Pata/ Sulu Pata o St o o o
64]Lugus ARM Lugus/ Sulu Lugus o St ) o o
65|Siasi ARM Siasi/ Sulu Siasi o 4t o o o
66| Tapul [ARM Tapul/ Sulu Tapul o At o o o
67|Lapak ARM Pandami/ Sulu Pandami o 5th o o o
68| Tampakan ARMM South Ubian/ Tawi-Tawi South Ubian 37,047| 14,832 <) - o o )
69 Tandubas ARMM Tandubas/ Tawi-Tawi Tandubas 33,789 22,106} o - o o o
70| Tubig Indangan ARMM Simunul/ Tawi-Tawi Simunul 43,372 27,642 o - o o o
71| Tabawan AR South Ubian/ Tawi-Tawi Tabawan 37,047 10,397, o - o [} o
72|Lamion AR Bongao/ Tawi-Tawi Bongao 78,942 44,320 o - o o o
73|Sitangkai AR Sitangkai/ Tawi-Tawi Sibutu 71,612 71,612 [ 4th o [ o o
|_74]Cagayan de Sulu (Tawi-Tawi) JARM Cagayan de Tawi-Tawi Cagayan Sulu 2 ,869| 29,869 o Ath o o o
25 74 48 4 74

Table104.7 Ligt of RO/RO Ports Connecting Remote Idands (2024)

Population of Income Existing *1 Road Strategic
Name of Port Region Municipality | classification of RO/RO Access Dev't Remarks
Municipality | Vessels Calling Port
(2024) (2001) (2001) (2024)
1]Currimao (PPA) Region | 14,405 5th o o
2|Aparri (PPA) Region |1 82,842 2nd o o
3|Mauban Region IV 88,787 1st o o o
4INasugbu Region IV 170,216 1st o
5]Pinamalayan Region IV 129,210 2nd o o
6]San Jose (Bulalacao) Region IV 49,053 4th o o
7|Bataraza Region IV 73,422 2nd o o New Port
8]Pantao (PPA) Region V 91,109 2nd o o 1-RO/RO Ramp on-going const.
9]Bacon & Banao Region V 58,020 4th o o
10jGuiuan (PPA) Region VI 58,118 3rd o o
11]San Jose, Carangian (PPA) Region VIII 20,373 5th o o
12|Talalora Region VIII 9,883 5th o o
13]Davao (Sasa) (PPA) Region XI 1,836,533 1st o o
14|Lupon Region XI 91,404 1st o o
15]Taganaan Region X111 20,512 5th o o
16]Lahing-Lahing ARMM 52,677 3rd o o
17]Punay ARMM 29,098 5th o o
18]Bongao (Pag-asinan) ARMM 78,942 - [ - o
4 18
Note: *1  Connection to 4 Lane National Highway, o Connection to 2 Lane National Highway, Connection to other Good Road
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c) Socid Reform Support Port

To contribute to the reduction of regiona gaps and poverty dleviation, socid reform support port
should be drategicdly developed to form maritime routes linking the isolated arealidand and
population center, to support the establishment of population centers within isolated areaaswell asto
upgrade existing shipping services. DOTC proposed 93 portsin its long-term development plan, i.e.
"Magter Plan Report for Feeder Port Development (March, 2000)" from the viewpoint of promoting
socid reform. Among them, twenty-two (22) ports are selected as socid reform support ports (see
Table 10.4.8). Other ports are assumed to be developed under the scheme of " RO/RO port for
mobility enhancement” and " RO/RO port for remote idands development”. The percentage of
remote idands and certain isolated areas/id ands without sufficient port facilities (126 idandsareasin
total) will decrease from 92.9% in 2001 to 37.3 % in 2024 as aresult of the projects.

Table104.8 Lig of Socid Reform Support Ports

Name Income Population Name | Population Peace Growth | Strategic
Name of Port Region of classification of of of *1 Road and Defferent | Potential Dev't Remarks
Municipality of Municipality| Remote |Remotels.| Access | Development| Hinterland of Port
Municipality (2024) Island (2024) Area Hinterland]
1]Quezon Region IV Quezon 5th 25,846 Alabat 69,515 - o o o Complementary port for Alabat Port
2|Gumaca Region IV Gumaca 2nd 106,598 o o o Connecting port for Quezon Port
3|Dumaran Region IV Dumaran At 29,427 | Dumaran 29,484 - o o o o Complementary port for Araceli Port
4Mercedes Region V Mercedes 4th 57,397 o o o o Connecting port for Siruma Port
5]Siruma Region V Siruma 5th 22,482 - o o o Isolated area
6]San Vicente Region V Caramoan 4th 54,547 o o o Connecting port for Mayngaway Port
7|Mayngaway Region V San Andres 4th 43,293 o o o <] Complementary port for San Andres Port
8Milagros Region V Milagros 3rd 61,335 o o o Marine Products Center of Masbate Is.
9| Caumpang Region V Balud 4th 41,374 - o o |solated area
10]Semirara Region VI Caluya 4th 27,928 | Semirara 11,671 - o o Isolated island, New port development
11|Malapascua Region VIl |Daanbantayan 3rd 98,665 | Malapascual 4,665 - o o Isolated island, New port development,
High growth potential of tourism
12]Langub Region VIl _|Sta. Fe 5th 32,666 | Guintacan 9,158 - o o e} Isolated island, New port development
13|Laoang Region VIII |Laoang 3rd 81,894 o o o Port for alternaitive route from east coast
municipalities of Northern Samar to
L egaspi
14]San Ishidro Region VIl |San Ishidro 4th 44,174 o o o o Connecting port for Marapascua Port
15|San Francisco Region VIl |San Francisco 5th 16,325 o o o Port for cross-bay (Sogod Bay) searoute
to Padre Burgos Port
16]Malabang Municipal |Region X1l |Malabang 50,197 ° o o ° o |F’0n providing another outlet to the
southern area of Lanao del Sur
17|Ganas~:i Region X1l |Ganassi - 28,667 o o o o o ditto
18} Palimbang Region XII__|Palimbang 3rd 66,182 o o o o Isolated area (at |east up to 2009)
19]Butuan Municipal  |Region X111 |Butuan City 1st 426,845 - ° ° o River port providing water transportation
to municipalities with poor access roads
Jaloma Agusan River
20|Escolta Region X!l _|Dinagat 5th 15,783 | Dinagat 159,438 - o o o Complementary port for San Jose Port
21)Pilar Region X111 |Pilar 5th 13416 | Siargao 107,408 o o o Complementary port for Dapa Port
22|Parang ARMM Parang 1st 82,689 o o o o o Port as an alternative to the new port
devel opment plan of Cotabato City
5 22 17 22

Note: *1  Connection to 4 Lane National Highway, o Connection to 2 Lane National Highway,

Connection to other Good Road

3) Portsfor Passenger Transport

Maritime passenger services using fast craft vessels dedicated only for passengers are aready found
in some parts of Visayas and Northern Mindanao areas and this mode will increase in the future. The
mgority, however, of maritime passengers will be transported by conventiona way. Namely, long
distance passengers are expected to be trangported by long distance RO/RO ferries smilar to the
current system while short and middle distance passengers will be transported by RO/RO ferries
and/or passenger vessals.
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(3) Portsfor Greater Capitd Region

As discussed in section 10.4.1, in order to avoid the negative economic externdities related to the
land traffic congestion, it is proposed that Subic Bay port and Batangas port be devel oped intensively,
and cargo, especidly internationa container cargo, be handled there as much as possble. On the
other hand, when the road network becomes well developed, the expansion of the existing Manila
port might be possible snce scale merits can be obtained.

Table 10.4.9 shows the required number of berths and the generated road traffic in the case of
dispersion to Batangas/Subic and in the case of concentration in Manila. In case of concentration in
Manila, the estimated traffic is 4,400 vehicles per day more than that in case of disperson to
Batangas/Subic. Thisisan increase more than 25% of the surveyed traffic at Manilaport in 1996.

Therefore, diverting cargo to Batangas should be the basic direction of future development. However,
after the port development in Batangas progresses to some extent, if the road network in Manila as
well as the development of railway network sufficiently progresses, and the generated traffic can be
absorbed, development of new port and/or expansion of existing portsin Manila area can be one of
the optionsin the future.

Table10.4.9 Comparison of Generated Land Traffic between Batangas and Manila

Dispersionto Batangas  |Concentration in Manila
No. of No. of Deference
Name of port No. of vehiclesin No. of vehiclesin | (Concentration case Remarks
berths 2024 (per berths 2024 (per | - Dispersion case)

day) day)
Manila (MICT) 6 9 16,200 /day in 1996

26,767 31,210 4,443lat Manila (MICT, S.
Manila (S. Harbor) 4 5 Harbor, N. Harbor)
Batangas 9 13,746 5 8,787 -4,959
Subic 3 4,459 3 4,239 -220

Note): 1. No of vehicles at Manilaincludes the port-related vehicles from
MICT, S. Harbor, N. Harbor and Harbour Centre
2. The generated traffic includes not only trucks but also jeepnies.

1044 Edgimated Cod for the Development

Congtruction costs of new facilities in each planning option are shown in Table 10.4.10. Investment
of about 150 billion pesos will be required for 2004-2024 in addition to an initid five-year
investment of 41 billion pesos. Roughly spesking, about half of the investment will be spent on the
internationa trade facilities of which the mgority of the investment goes to internationa container
fecilities.
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Table10.4.10 Investment for New Construction

(Unit: Mil pesos)

2004-2024 | Share (%)
Int'l container 68,650 45.9
Int'l B, B/B 13,800 9.2
Dom container 23,200 155
Dom B, B/B 25,370 16.9
Major corrdors 3,400 2.3
Mobility enhancement 9,620 6.4
Remote island devel opment 5,175 35
Social reform 506 0.3
Total 149,721 100.0

With regard to the share of the investment by area, Luzon area, Visayas area and Mindanao area
share 43%, 30% and 27% respectively. While the investment on the international container facilities
shares more than haf in Luzon areg, the investment on other facilities such as domestic bulk, break
bulk as well as short/middle distance RO/RO port facilities shares more than hdf in Visayas and
Mindanao area. (see Appendix 10.4.1)

1045 Possbhility of Other Proposed Port Development Projects

This study, which isto formulate the long-term master plan for the coming 20 years and the initid 5
year development plan of dl public ports in the Philippines, is conducted based on the premise that
present trends regarding socio-economic activities and population will continue in the coming 20
years. In addition, the plan is bascaly in harmony with the government's policy. As to individua
regiona development and its related port devel opment, projects which will not be feasible according
to our trend base devel opment scenario are not included in the plan. Whether or not these projects are
to beincluded in the plan should be examined in the NPPD Council (mentioned in alatter part of the
study) after the project takes concrete shape. However, as to the following two projects, the JCA
Study Team offers its opinions below, because some strongly request that the project be included in
the plan, at least in the long-term devel opment plan.

(1) Posshility of Irene Port Development Project
Cargo handling volume of Irene Port was only about 56 thousand tons in 2001 dthough forecast to

increase to more than 180 thousand tons in 2024. Nonetheless, since its hinterlands are not only
Region Il but aso the whole of the Northern Luzon particularly in term of internationa trade, Irene
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Port should continue to be devel oped.

However, it would be difficult to make Irene Port an international hub-port without the participation
of a shipping company in an Irene Port development project. The only possbility would be for a
single mega shipping company to decide to make Irene Port a container base port in the Asian region
where most of the that company's own container cargo would be concentrated. In this case, not only
the shipping company but aso the government and domestic private companies will invest in the
devel opment project.

Other aternative development plans may be possible. For example, the Cagayan Economic Zone
could be a supporting area for Taiwanese industries taking advantage of its nearness to Taiwan. In
this scenario, Irene Port would be afeeder port for Tawan.

It should be stressed that the above mentioned analysis does not deny the important roles currently
being played by Irene Port. It is necessary to continue the current support of the development of
Irene Port for the growth of Northern Luzon aswdll as the Cagayan Economic Zone.

(2) Posshility of Port Development Projectsin Eastern Luzon

Most of the mgjor ports in the Philippines are located on the west Side of the country and no magor
port faces the Pecific Ocean. Therefore, new port development projects are proposed from the
viewpoint of balanced nationd development and foreign trade with the USA. One of them is an
internationa container hub-port development project in Eastern Luzon. However, it would be
difficult to establish an international hub-port in Eastern Luzon without the participation of the
private sector in the port devel opment project.

Provided that the road network in Eastern Luzon and linkage between GCR and this area is
improved and regiona development such as agro-industry, tourism, and economic zone progresses, a
single mega shipping company could establish a container port in this area as an internationd
container base in the Asan region where most of the that company's own container cargo would be
concentrated.
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Chapter 11 Initial 5-Year Development Plan with the Target Year of 2009
(Short-Term Development Plan)

111 Sdection of Priority Projects

The priority projects for the short-term development plan will dso be selected on the bads of the
planning options which have been discussed in section 10.4. The cargo forecasts on individua ports
are used to examine the necessity of facility development.

11.2 Required Port Facilitiesin 2009 and Strategic Development Port

(1) Ports for Internationa Trangport

Eight ports will handle internationa container cargo in 2009, and it is hecessary to indall container
handling dedicated quaysde cranes such as gantry crane at six ports until 2009 (see Table 11.2.1 and
Figure 11.2.1). The six ports, i.e. Subic, Manila(MICT, South Harbor), Batangas, Cebu, Cagayan de
Oro (CDO/MCT) and Davao, will function asinternationa gateway ports, and must be developedin
line with the growing demand. International containers will aso be handled a Genera Santos and
Zamboanga. Thus, these two ports aso require the ingtdlation of container quayside cranes.

Internationa bulk and break bulk cargo will be handled mainly at fourteen (14) portsin 2009. Of the
eight ports which are not international gateway ports, four ports (lloilo, Generd Santos, Zamboanga
and San Fernando) are developed as Principd internationd trade ports while the other four ports are
developed asMgor ports.

Strategic Development Ports, which will be developed from 2004 to 2009, and ther required
facilities are dso shown by each planning option in Table 11.2.1. Eight berths for internationd
container and three berths for internationad bulk and bresk bulk are required to be developed
(including "multi purpose usage”’ with other cargo).
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(2) Ports for Domegtic Transport
1) Portsfor Establishment of a Nationwide Maritime Trangport Network

With regard to domestic container transport, seven ports will be developed as Mgor domestic
container ports in 2009 nationwide, and container will be transported by long distance RO/RO ferry
and geared/gearless vessdls. It is proposed that dl seven ports (.e. Manila (North Harbor), Cebu,
llailo, Cagayan de Oro (CDO/MCT), Daven, Generd Santos, Zamboanga) as well as Batangas port
ingdl container handling quayside cranes such as amobile crane, and that gearless container vessels
be used at these ports to improve the container handling efficiency (see Table 11.2.2 and Figure
11.2.2).

Domestic bulk and break bulk will mainly be handled a 27 portsin 2009. Among them, 7 are Mgor
domestic container ports and 20 are Mgor ports.

Strategic Development Ports, which are developed from 2004 to 2009, and their required facilities
are shown by each planning option in Table 11.2.2. Nine berths for domestic container and nine
berths for domestic bulk and bresk bulk (including "multi-purpose usage" with other cargo) are
required to be developed.

As mentioned in Chapter 10, RO/RO ports aong the two mgor north-south corridors dready have
RO/RO ramps. However, Liloan Port and Lipata Port need additiond RO/RO ramps to cope with
increasing transport demand until 2009. In addition, Caticlan Port should be promptly improved to
secure an efficient transport network. Moreover, Mansday Port, which has deeper basin area and is
located nearer to Caticlan Port, should be developed instead of the existing Roxas Port to cope with
berthing of larger RO/RO ships.

The San Recardo Port dong the East Corridor, which is drategicdly located and can form
advantageous sea route to Lipata port in Mindanao 1dand instead of Liloan Port, should be promptly
developed. In this regard, teking into account the uncertainty of the improvement of land linkage
between Panaon Idand and Leyte Idand, it is assumed that both the Lipata—Liloan route and the
Lipata—San Recardo route will be in operaion in 2009. Thus, 5 RO/RO ports for mgor corridors
should be dtrategicaly developed by 2009 (see Table 11.3.1).

2) Formation of Maritime Transportation Bases to Support Regiond Society

It is proposed that port development be implemented for enhancement of mobility, supporting the
remote idands development and socid reform asin the long-term plan.
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a RO/RO Port for Mobility Enhancement

Mainly based on the criteria described in Table 11.2.3, fifty-one (51) ports are sdlected as RO/RO
ports for mobility enhancement in 2009. Among them, since tt is necessary to closdaly link the two
magor north-south corridors immediately to enhance the mobility in this country, twenty-nine (29)
ports along east-west links are sdlected. In addition, eight (8) ports dong the East Luzon Link are
sdected to enhance the mobility of the Eastern Luzon area where the road network is inadequate.
Moreover, it is proposed that a port should have priority if it islocated in " Specid Zone of Peace and
development (SZOPAD)" which the Philippine Government designates as prioritized development
areas in Mindanao Idand and Pdawan Idand (as aresult, twelve (12) ports are selected). Tabaco Port
and Ozamiz Port need additiond RO/RO ramps to cope with the increasing transport demand in
2009. Twenty-eight (28) out of above 51 ports should be newly devel oped as Strategic Devel opment
Ports by 2009 (see Table 11.3.1). The RO/RO port network for mobility enhancement in 2009 is
shown in Figure 11.2.3. In addition, the number of people benefiting from mobility enhancement
will increase from 14 million in 2000 to 22 million in 2009 as aresult of the proposed project.

Kinds of ports Criteria

RO/RO port for |RO/RO cargo volume is about 30thousand tons or more in 2009. (Except RO/RO major corridor ports)

mobility The port isprioritized if it islocated in the Specia Zone of Peace and Development (SZOPAD).

enhancement Road connection is good in 2009. (Except ports located in the SZOPAD and along the East L uzon Link)

The port has different hinterland of neighboring RO/RO ports.

The port is able to contribute to forming a close linkage between the north-south corridors (except ports
located in the SZOPAD) or the East Luzon Link.

RO/RO port for [ Population of theidand that has existing port facilities is more than 10,000 in 2009.

remoteidands | Theport isprioritized if it islocated in the SZOPAD.

development Income classification of the municipality where the port islocated is 5th or lessin 2001. (Except ports located
inthe SZOPAD)

The port has different hinterland of neighboring RO/RO ports.

The port has high growth potentia of hinterland. (Except ports located in the SZOPAD)

Table 11.2.3 Ciriteria for RO/RO Port (2009)
b) RO/RO Port for Remote Idands Development

Based on the criteriadescribed in Table 11.2.3, in order to support the dalily life in remote idands and
remote idands development, thirty-one (31) ports are sdected as RO/RO ports for remote idands
development in 2009. For remote idands that have a population of more than 10,000 in 2009 and
exigting port facilities, aport in such an idand should be given priority if it islocated in the SZOPAD,
or the income classfication of the municipality where it is located is 5th or less and it has high
growth potentid. Twenty-seven (27) out of 31 ports should be newly developed as Strategic
Development Ports by 2009 (see Table 11.3.1). In addition, four (4) ports should be newly developed
as RO/RO ports connecting remote idands by 2009 (see dso Table 11.3.1). Among the 120 remote
idands which have existing port facilities, 64.3% d the population will have safe and improved
access to population centers in 2009 as a result of the proposed project (30.1% in 2000).
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c) Socid Reform Support Port

From 22 socid reform support ports described in chapter 10, seven (7) ports are selected from the
viewpoint of promptly securing the accessbility of isolated idands/areas with high growth potentid
(see Table 11.3.1). The percentage of remote idands and certain isolated areasidands without
sufficient port facilities (126 idands/areas in total) will decrease from 92.9% in 2001 to 71.4 % in
2009 as aresult of the project.

3) Ports for Passenger Transport

Same to the long-term plan, it is expected that the mgority of maritime passengers will be
trangported by conventiond way. Namely, long distance passengers are expected to be transported by
long distance RO/RO ferries smilar to the current system while short and middle distance
passengers will be transported by RO/RO ferries and/or passenger vessels.

11.3 Edgimated Cog for the Development and Development Schedule

The investment cost by planning options and the development schedule during initid five years will
be shown in Table 11.3.1. The development schedule is proposed teking into account the urgency
and importance of them. Totd investment cost during five years is about 41 billion pesos, and the
cost of the urgent projectsis about 15 billion pesos.



LEGEND
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Figure 11.2.3 RO/RO Port Network for Mobility Enhancement (2009)
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Chapter 12 Environmental Congderation

121 Genega

Many infrastructure development projects aimed at promoting economic growth and improving
peopl€s living standards impact the environment of the project site and the surrounding area. It is
indispensable to control the environmental impact within the tolerance limit and promote
Sugtainable Development.

Rules and regulations related to the environment are fairly comprehensve in the Philippines,
however, it is difficult to say that those environmentd rules and regulations are fully observed and
that the environment is fully protected.

The culture of environmenta compliance by industries as well as people might not be sufficient to
keep the State clean and free from pollution. Rivers and seashores around urban areas are dways
found full of debris and polluted water and main roads in the cities are congested by vehicles which
emit noxious gases. Such a Situation jeopardizes both economic growth and people’s hedlth.

It is essentid to sdlect an environmentally-friendly mode of transportation for the sustainable
development of the State. Maritime transportation is the more environmentaly-friendly compared
with land and ar trangportation. Various modes of marine transportation must be employed
proactively to accommodate the increasng cargo and passenger and the dricter environmenta
requirements.

During the planning and implementation of port projects, it is important to duly plan and implement
the environmenta consideration as well as the resettlement of the affected resdents.

12.2 Ingtitutional Framework for Environmental Consideration

1221 Basc Framework

The 1987 Philippine Conditution lays down the basic framework for environmenta policy.
Section 16, Article Il dates that “ The Siate shall protect and advance the rhythm and harmony of
nature.” Section 15 of the same Article aso mandates the State” to protect and promote the people’s
right to health.”

12.2.2 Framework for EIS System

The basic environmenta ordinance consists mainly of two Presidential Decrees (P.D.).
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« P.D. No. 1151 (Established and enacted on June 1977) : the "Philippine Environmental Policy”
which congtitutes the environmenta policy of the State, the respongbility, the Environmental
Impact Statements, etc.

e PD. No. 1152 (Edablished and enacted on July 1977) : the "Philippine Environmentad Code"
which regulates Air Quality Management, Water Quaity Management, Land Use Management,
Natura Resources Management and Conservation, Waste Management, etc.

The Environmental Impact Statement (EIS) System was formaly established in 1978 by virtue of

Presdentid Decree (PD) No. 1586 on the basis of PD 1151, and DENR Adminigtrative Order

(DAO) No. 37, series of 1996 or DAO 96- 37 together with its Procedura Manual was established to
further streamline the EIS System and to strengthen the processes for its implementation. It describes
in its objectives that environmenta consideration should be incorporated at the earliest possible stage
of project development and that public participation on the EIA process should be maximized to
vaidate the socid acceptability of the project.

The EIS System is gpplicable for Environmentaly Criticd Projects (ECP) and the projects within
Environmentaly Criticdl Areas (ECA). Badcdly, the former is required to prepare the
Environmental Impact Statement and the latter the Initid Environmental Examination, however in
the Philippines, "mgor port and harbors' and "reclamation projects exceeding 5 hectares' are
required to prepare the EIS instead of the IEE without reference to the project location.

Laws and regulations for EIS Sysem are farly comprehensve. The EIS Sysem mus be
implemented and maintained as an effective planning, regulatory and management tool and be
improved for further effective environmental performance.

12.2.3 Framework for Pollution Control and Waste Management

Other mgjor laws and regulations on environmentd protection are;
Republic Act No. 6969 "Toxic Substances and Hazardous and Nuclear Waste Control Act of
1990" : Regulates the importation, use, movement, trestment and disposal of toxic chemicas and
hazardous and nuclear waste
Republic Act No. 7160 "Loca Government Code of 1991" : Mandates LGUs to undertake the
function and respongibilities on genera tygiene and sanitation, beautification, and solid waste
collection and disposal system
Republic Act No. 8749 "The Clean Air Act of 1999" : Provides a comprehensive air pollution
management and control program
Presdentid Decree No. 984 "Rules and Regulations of the Nationd Pollution Control Law" :
Provides guiddlines for the prevention and control of pollution from solid, toxic and hazardous
waters
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Presdentid Decree No. 979 "Marine Pollution Control Decree of 1976" : Prevents and controls
the pollution of the seas by prohibiting the dumping of waste and other matter

Presdentid Decree No. 825 "Garbage Disposa Law™ : Provides pendties for improper disposa
of garbage and other forms of uncleanliness

Presidentia Decree No. 856 "Sanitation Code" : Requires cities and municipdities to provide an
adequate and efficient system for collection, trangportation and disposal of reuse

Presdentid Decree No. 1181 "Vehicular Emissons Control Law" : Prevention, control and
abatement of air pollution from motor vehicles

12.2.4 Framework for Resettlement of Inhabitants

Illega occupants can be seen in most of the mgor and medium class port areas in the Philippines.
Some make their homes there while some are venders aong the passage way to the ports, most rely
on port related activities for their livelihood.

"Policy Guiddines for the Implementation of the Resettlement Assstance Program to Locd
Government Units" which takes care of involuntary resettlement was prepared by the Nationa
Housing Authority and specifies the roles and respongbilities of the government agencies (NHA,
LGUs and others) and project proponents concerned, agpplicable beneficiaries, operationa
procedures, etc. when involuntary resettlement occurs due to the implementation of the public
development projects.

Whenever a resettlement project becomes necessary due to a public development project, NHA
provides technical assstance and a certain portion of the funds for the land development to LGUs
who in turn provide the resettlement land and any necessary remaining funds.

12.3 Environmental Consderation in Port Development and Use

Generdly, port activities are closdy related to the industrid development and other projects in the
hinterland, and thus the impact of port activities is wide ranging.

Port activities impact on the environment in various ways through the implementation of
congtruction works, cosng water area by breskwater, navigation of vessas, cargo handling at
wharves, etc. In addition, various activities closely related to the port are dso seen in the areas behind
the port, for instance, production activities. And this often results in increased traffic to and from the
port. Furthermore, the populations of urban areas surrounding the port tend expand in line withthe
growth of economic activities, and various pollution issues or negative impacts on the environment
tend can arise.
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During the planning stage, the following environmenta impact factors must be identified and taken
into account for preparing the mitigation measures,
Impact factors to be generated during the congtruction of the port and related facilities
Impact factors resulting from the port activities
Impact factors resulting from the industrial / commercia / livelihood activities which are making
progress a the hinterland by utilizing the port

For port development projects, the environmenta impact factors and the environmental components
areasfollows:
Environmenta impact factors ; Construction work, existence of port, use of water area facilities,
use of land area facilities, operation of hazardous handling facilities, trestment and disposa of
wadte, traffic functions, industrial production activities, operation of distribution and storage
function, use of recreationd facilities, etc.
Environmental components ; Air qudity, water & bottom condition, noise & vibration, odor,
topography, coasta hydrology, fauna & flora, scenic view, waste, socio-culture, Socio-economy,
etc.

124 Environmental Condition Survey

The Environmental Condition Survey was conducted at the ports nominated for the short term
development plan of the Study. It is necessary to take into account the following findings when the
port development projects are to be planned and implemented.

Squatters exist in and around areas located in mgjor and medium urban ports except Batangas Port of
which resettlement issues had been solved during the first phase of the project. The resettlement of
the affected resdents will be necessary at the ports where squatters are found in the course of the port
development. It is important to facilitate smooth implementation on the resettiement of the affected
residents.

Ports that were suffered from the earthquakes due to their locations Situated on or near the fault lines
are Padre Burgos, Masao, Generd Santos, Zamboanga and Lipata. In addition, ports of Mandaon,

Tapa, Guindulman, Manila and Taghilaran experienced the earthquake having the saismic intensity
of around 6. Especidly, the port of Padre Burgos is obliged to submit the Engineering Geological
and Geohazard Assessment Report (EGGAR) to DENR as additiond requirement for ECC
application when developing port facilities because the said arealocates near the probable fault lines.
It is necessary to plan the port devel opment with taking account of the earthquake impact.

Mangrove is found around the ports of Batangas, Mandaon, Tapd, Guindulman, Padre Burgos, Filar,
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Zamboanga, Ozamiz and Lipata and cord at Mindanao Container Terminad, Davao, Cadiz and
Guindliban. It is necessary to examine the condition of the aquetic flora and fauna to protect the
mangrove, cord and other aguatic resources in the course of the planning of the port development.

Insufficient water depth at Cadiz and Pilar port obstructs the smooth navigation of the vessals during
the low tide and the navigation in Filar port is aso obstructed by the fish-trgps ingdled in Filar Bay.

The roads linking the ports of Masao, San Ricardo and Mandaon and their hinterland are found in
poor condition, therefore, it is necessary to improve those access roads when the port development
projects are implemented.

Heavy dltation is found a& Masao Port and Santa Ana Pier of Davao Port. It is necessry to
implement the survey on the siltation during the planning stage of the port development.

Heavy metds (lead, cadmium and copper) were monitored in the coastd waters by the DENR. It is
necessary to carry out the seabed soil examination/andyss during the planning stage of the port
development to prevent any spread of the hazardous substances due to the implementation of the port
development project.

125 Environmental Partnership Program

The Philippine Environmenta Partnership Program (PEPP), the government-indusiry partnership
program was established with the objective of establishing support systems to enable industry to
improve its Environmental Management System (EMS) and other preventive strategies. Under the
program, a package of regulatory assistance, incentives, and other supports will be provided to alow
industry to explore and implement cost-effective and sustainable solutions for managing industria
pollution.

The groundbreaking features of PEPP are as follows,
Introducing the concept and approach of the Environmental Management System (EMS).
Tageting a dl levels of the establishments, i.e. one Sde is the top-shdf establishments who
implement and maintain 1SO 14001 - based EMS, and another who am for improved
environmental performance but are not yet in full compliance with the administrative and/or
technica requirements of environmenta laws.

One of the most important factors of the Management System (EMS, QMS, or whatsoever) is to
provide training for dl leves of the congtituent member of the establishments. During the course of
the training, members will be introduced to the basic requirements of the establishment's EMS,
together with the concrete procedures to maintain the system.
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126 Recommendation

(2) Promoting Environmentaly-friendly Transportation System

Maritime and ralway trangportation modes ae both highly energy efficient and
environmentaly-friendly. It is necessary to use environmentdly-friendly transportation modes to
reduce CO, emissions which cause the green house effect and SO, which causes acid rain. Since it
is not likely or feasble thet railway facilities can be developed to a sufficient extent in future,
maritime transportation offers the best solution. Therefore, it is necessary to promote the further
development of port facilities.

(2) Conggtent Environmental Consideration

It is necessary for the industries and public agencies to develop a culture of environmenta
compliance in ther daly work through implementing and maintaining the EMS and its training. On
the other hand, it is necessary to provide environmenta education and training in school for children
and students to promote and enhance understanding on the need for environmenta protection and
environmental compliance throughout the country.

During the planning stage of the port development projects, the government agencies, the port
adminidrative bodies or private sector as a proponent of the project should take into account the
environmenta consderation for the whole life of the project, i.e. during the stages and period of
planning, detailed designing, congtruction, port operation and expans on/modification/removal of the
facilities. The project proponent must be responsible for ensuring that its engineering and designing
divison including outsourcing is taking measures during the planning and designing stage for
reducing the environmenta impact to the naturd and socid environment for the whole life of the
project and selecting the structure type/materia s/equipment that can be reused or recycled in the
future as much as possible,

(3) Measures for Resettlement without causing problems and Poverty Alleviation

When sdecting the dte for a port development project, a location without any resdents is the
optimum choice, however, it may be necessary to select alocation where residents are found. Should
any resttlement of the residents occur in the course of port development project, the following must
be taken into account;

To conduct consultation with resdents reflecting their diversity

To complete the development of relocation site before the relocation commenced

To involve residents in the formation of livelihood program

It is essentid that the poverty dleviation policy be successfully implemented to remove the
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underlying causes of illegdl residents and occupants in urban aress.

As one of the gpproaches to promote poverty dleviaion and diminate the inequdity of opportunity
that is one of the causes of the poverty, sgnificant investments in human capitd are required. The
quantity and quality of primary education must be improved if the country is to achieve sustainable
growth.

(4) Improving EIS System

The EIS Sysem must be implemented and maintained as an effective planning, regulatory and
management tool and be improved for further effective environmenta performance.

It is recommended to include the soil contamination test as one of the contents of the EIS for onshore

and/or seabed/riverbed soil to identify toxic substances, such as heavy metd, etc., and prevent the
gpread of any toxic substances due to the implementation of port development projects.
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Chapter 13 Economic Analyss

13.1 Objectiveof Economic Analysis

The objective of the economic analysis is to appraise the economic feasibility of the srategic port
development projects proposed by JCA Study Team, focusing on the short-term port development
projects in the target year 2009, from the viewpoint of the nationa economy. The Philippines is
facing a growing need to catch up with increasing port capacity requirement year by year. In
particular, internationa container cargo is growing faster than other port cargo. The Philippines
magor port authorities are now preparing for port extenson and provison of efficient equipment for
container cargo handling. These urgent container termina projects are anayzed from the economic
impact point of view.

Apat from internationd cargo, domestic cargo is aso increasing a a high growth rate toward the
target years 2009 and 2024. In response to this, RO/RO port and related highway projects in the
Philippines were launched in 2002 by the nationa government and are being promoted by making
use of avalable financid resources. JCA Study Team has dso planned the nationwide RO/RO
development plan, which conssts of RO/RO ports for mgor corridors, RO/RO ports for mobility
enhancement, and RO/RO ports for remote idands. The economic analysis is carried out in order to
examine the economic benefits of sdected port projects, and to evauate their economic viahility by
means of numerical comparison of costs and benefits.

In addition to the nationwide RO/RO development plan, domestic multi- purpose berths need to be
urgently developed to meet the increasing seaborne cargo demand at ports. Recently, cargo vess

Sze has been increasing year by year, but 69% of berths in the Philippines have awater depth of less
than 10m. Due to these draft congtraints of ports, a number of cargo vessals have not been adle to
maximize cargo trangport efficiency. Cargo handling system a berth dso need to be urgently

modernized. Both labor-oriented cargo handling and ship-gear loading/unloading system have been
the cause of port congestion and ship waiting time at anchorage. In order to provide port users with
much fadter, safer and more reliable cargo handling, domestic multi-purpose berths must be
renovated and restructured. All these cost requirements are examined and compared with benefits
derived from modernization of ports.

13.2 Methodology of Economic Analyss

EIRR isintroduced to the economic andys's to appraise the economic feasibility of projects. EIRR is
the discount rate which makes the present vaue of project costs equd to the present vaue of project
benefits during the project life. NEDA, Government of the Philippines, has adopted EIRR of 15% or
more as the gppropriate vaue for public infrastructure investment programs. In order to examine the
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feasbility of a project when the given assumption is changed, a senstivity andyssis carried out by
using the following two dternatives.

(1) Project costsincrease by 10%, and
(2) Project benefits decreaseby 10%

13.3 Economic Analyssfor Port Development Projectsin the Philippines

In order to conduct the economic andyss, the following four (4) port development projects are
Sl ected.
1) Batangas Port Phase-2 project (Internationa container terminal)
2) lloilo Port internationa bulk / breakbulk terminal construction project,
3) Zamboanga Port domestic and international multi-purpose termina construction project, and
4) Aracdi RO/RO termina congtruction project

Table 13.3.1 shows the result of the economic analysis of the above 4 port development projects.
According to Table 13.3.1, dl four (4) projects have a EIRR vaue of more than 15%. Among
various kinds of economic benefits which are generated by project implementation, the reduction of
vessd waiting time a port and cargo handling time at berth is the dominant factor. Regarding the
economic andysis a Batangas Port, the reduction of land trangport codt is the largest economic
benefit from project implementation. Import/export products which are needed or generated a
Export Processing Zones (EPZ) in the CALAVARZON region, are now transported to/from the Port
of Manila. When the internationa container termina at Batangas is operationd, those import/export
products at EPZ will be transported to/from the Port of Batangas, which is located close to EPZ in
the CALAVARZON. The reduction of land trangport cost for import/export products at EPZ is one of
the most important benefits in terms of the economic judtification of the Batangas internationd
container termina project.

The results of the sengtivity anadyss are shown in the same table. In the sengtivity anayss, the
higher construction cost lowers the economic viability of the project. If expected large vessels do not
arive a the port after the completion of the project, the economic judtification for the project will
have been logt. Although dl EIRR vaues exceed 15%, project promoters should take the overdl
economic environment and port cargo demand in the Philippines into account. Port infrastructure
investment should be achieved step by step in due consideration of changeable cost and benefits.
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Table13.3.1 Result of Economic Andysis

P International )
Classification Important International Trangport Port RO/RO Port
GatewayPort
Port BatangasPhase2 | llailo Zamboanga Aracdi
Project I nternationa Internationa bulk/ Domegticand RO/RO Fier (30m),
container termind: | bresk bulk berths internationd multi- | Causaway (250m)
3 baths (400m) purpose berth
(200m)
Project Cost 5,680 mil P 1,700 mil P 1,670 mil P 39 mil P
Benefits 1.Reduction of 1.Reduction of vessdl | 1.Reduction of 1.Reduction of vesHd
vess waiting waiting time. vessel watingtime. | waiting time.
time. 2.Reduction of cargo | 2.Reduction of 2.Elimingtion of cargo
2.Reduction of handling time. cargo handling time. | handling cost by means
cargo handling of abalition of termind
time. operator sarvice.
3.Reduction of land (Sdf-propdled
trangport time. embarkation)
3.Reduction of
passenger'swaiting time
at embarketion.
4.Reduction of cargo
gpoilage a embarkation /
disembarkation.
EIRR 29.1% 28.4% 28.3% 22.2%
Sengitivity
Andlyss 26.9% 26.0% 26.2% 20.2%
(Theworse
scenario)

Source: JCA Study Team
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Chapter 14 Port Management and Operation
141 General

For improving the efficiency of sea trangportation in the Philippines and supporting regiona
S0Ci0-economic development, it is important not only to develop adequate port facilities but dso to
utilize port fadilities effidently. To improve the cargo handling efficiency for effective port facilities
utilization, it is necessary to solve various problems brought by not only port users but dso termind
operators (arrastre) and port authorities. Furthermore, waning competitive power among ports,
insufficient understanding of each port's condition, port security and insufficient port promotion
activities are issues that need to be urgently addressed. In the following section, proper port
management and operation sysem and implementation plans will be proposad.

14.2 Cargo Handling
(1) Generd

Except for mgor ports with large volumes of cargo such as MICT, Manila South Harbor, Cebu,
Davao and Batangas, cargo handling efficiency is not satisfactory. Poor cargo handling efficiency is
mainly related to the cargo handling contract system, which does not give enough incentive for better
productivity. Termina operators & domestic trade ports do not have sufficient financid capability to
invest in equipments due to limited revenue.

(2) Cargo Handling Contract in Mgor Ports

The termind operator, Arrastre, operatesthe port on behdf of PPA with limited contract period. At the
expiration of the period, unlessthe termind operator fails to comply with the contract conditions,
renewd (probationary) contract is given to the exidting operators Thetermind operator does not have
incentive to invest in the equipment, because contract period is shorter than the depreciation period of

the equipment.
(3) Problemson Exiging Cargo Handling
1) Lack of Equipment / Maintenance for Equipment Affects Efficiency

A termind operator is obliged to supply sufficient equipment. However, shipping company often
has to procure additiond equipment, indead of the finacidly week terminad operaor.
Furthermore, exiging equipments are generdly secondhand onesin government ports and arein
poor conditions.
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2)

3)

4)

Lack of Incentives to Use Cargo Handling Equipment

Ships prefer to use own gear if barthing port tariff is low, snce there is no incentive to speed up
operation by using port equipment, which require additiona paymernt.

Mix Use of Berth Cause Various Negetive Effects

In case of cargo handling volume is larger, because of insufficient berthing fadilities, practice of
mix use of berthsfor bresk-bulk, bulk, RO/RO and containersare observed, which cause various
negative effects. Priority berthing and operations for RO/RO interferes and interruptsbulk cargo
hendling. In case of cargo handiing volumeis small, this problem doesn't exist.

Lack of Labor Qudification (Lack of Safety Matters)
Due to inexigtence of labor qudification and license/certification system for specid equipment

handling, operators prefer to hire chegper unskilled labors. Unskilled workers not only dameage
to the equi pment and cargoes but dso affect efficiency and safety on operation.

(4) Proposd on Cargo Handling Efficiency and Contract

1

2)

Longer Cargo Handling Contract Period for Operator

In order to asure sufficient time to recover investment for te cargo handling equipment, the
contract period should be extended at least more than 15 years

The port authority and public port development body should inddl the duty of getting

license/certificateto termina operators compulsory.
The soope of the PPA's contract should be opened to the new entries b promote competition
between the operatorswhen the long-term contract is expired.

Assgtance in Procuring Cargo Handling Equipment (Fund, Lease Etc)

Mo termind operators do not have the financid means to procure and to inddl new/extra
equipment. To expedite mechanization, establishment of fund on cargo handling equipment with the
collection of few percentage of additional cargo handling charge need to be examined.

And for operators, some form of finandd assistance for purchasing equipment or provison of

equipment by theport authorities/ public port devel opment bodies should be examined.

3)

Strict Monitoring of Termind Operator's Productivity
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At present, termind operators report their efficiency to the Authority, however, the contents of the
reports are sometimes inadequate. Strengthening of monitoring the performance of termind operators
is proposed Concretdy, the criteria of evauation should be actudly achievable and satisfactory.

The Authority should monitor the termind operator's productivity twice a year agang their
semi-annud productivity report. The Authority should suspend, cancel or terminate the contract of a
termind operaor if he is unable to meet therequired leve of efficiency.

14.3 Port Tariff

(1) Comparisonof Port Tariffswith Other Mgor Ports

Except for the taiffs for internationd trade, port taiffs, both on ships as well as on cargoes in the
Philippines are extremdy lower than the levd at the neighboring countries. The one-day dockage and
usage for a 10,000 GRT vess in the Philippine port are less than 12 hours charge a most of other
ports even though Philippine ports do not have less than one-day charge asindicated in the following
table.

Port Name Dockage Usge

Philippines. | USD 0.039 x 1 day x 10,000 GRT =USD 390 PHP 0.50 x 1 day x 10,000 GRT = PHP 5,000
Kaohsiung: | USD 54.43 x 12 hours= USD 64 PHP 2,910 x 12 hours= PHP 34,920

Bangkok: USD 0.002 x 12 hoursx 10,000 GRT =USD 240 | PHP0.115 x 12 hoursx 10,000 GRT = PHP 13,800
Tokyo: USD 0.085 x 10,000 = USD 850 PHP 4.59 x 10,000 = PHP 459,100
Chiba: USD 0.026 x 10,000 = USD 260 PHP 6.90 x 10,000 = PHP 69,000

(2) Comparison with Vessd Operation Cost

For aship operator, share of port tariffs in the domestic vessel operation expense in the Philippines is
only 1%. Mgor expenses on vessd operation are fuel, maintenance and personnd cog.

(3) Problem of PHP-USD Exchange Rate
Regarding the collection of PPA port tariffs, most of port taiffs are collected in pesos, dthough port

dues, dockage and wharfage on foreign transship cargo are collected in US dollars. However, red
vaue of port chargesin pesos has been dedining againg dollar as the peso has become wesker.
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Drydocking, Salaries, Wages
Repairs and and Crewing cost
Maintenance 6%
8%

Insulance
3%

Port Tariff
1%

Others 31%

Fuel 41%

Source: DataBook 2001, Domestic Shipping Industry inthe Philippines, MARINA / ICA

Figure 14.3.1 Shareof Domestic Shipping Companies Operating Expenses 2000
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Figure1432  Red Vdueof Usage Whatagein US Dollarsand PHP-USD Exchange Rate

(4) Comparison with Socio- Economic Factors

The relationship between usage, consumer price index and minimum wageis shown in Figure 14.3.3.
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Ragng the usage fee has been dill less gppropriate againg the changing of consumer price index
(whole). Rasng the usage fee has been 4ill less gppropriate agang the changing of consumer price
index (whole). The gap is even gregater for the |abor's minimum wage and for the price index of fud.

(5) Proposd on Port Taiff

To improve berth utilization and cargo handling efficiency, and promote ports and economic activities
in the hinterland, following tariff settings should be introduced.

Shortening unit of the port tariff (from dairy basis to hourly basis)

Especidly dockage a berth / anchorage and usage fee, unit of these taiffs should be changed
from dally bass to hourly bass, and excdaion fee for longer berthing vessdls should be
introduced as wel. Ships will leave the berth as soon as possible, and berth utilization rate will
be increased, thus coglly berth extenson may be postponed.

Introducing lease contract with termina operator
(Fixed and varigble taiff for lease agreement)

If a port has plurd facilities and sufficent cargo volume, introducing "lease agreement” for
gpecific berth should be introduced. The agreement includes the setting of “fixed fed' agand the
exiging cargo handling volume for lessing fadilities, and "variable feg" againg the incrementa
cargo handiing volume. Vaiable fee will give termind operator an incentive to increase the
efficiency by arranging new equipment, hiring skilled workers and so on. Although generdly a
port has only one multi-purpose berth, lease agreement which dlows operators to utilize the
berth for multi-purpose use (not to handle only one spedific type of cargo) should be dso
introduced.

Necessty of gppropriateport taiffs

Present tariff levels for both ships berthing and for domestic cargo handling are set extremely
lower than that required for financidly viable operation. A port which handles only domegtic
cargo will find it difficult to maintain their port facilities usng only their own port revenue.
Therefore, most ports operated by locad government units are not financidly independent, and
cannat attract any private investors.

Appropriate tariff setting (increesing domestic port tariffs) and liberdization of cargo handling
tariff should be implemented o that those ports can be financidly independent, at leest to the
extent that they could maintain their facilities and possibly attract private operators. In addition,
port tariffs should be gradudly increased
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144 Port Procedures

Port procedures are very complicated and often take much time. Smplification of port proceduresis
not only an essentid dement of efficiency improvement but dso one of the most important factors
for raisng competitiveness as an internationd container hub port or gateway port.

Documents related to port procedures are not integrated. A system to integrate documents on port
procedures needs to be introduced and DOTC should take the initiative in establishing this sysem.

145 Port EDI System

(1) Introducing Port EDI System and Single Window System

In recent years, more and more procedures involved in harbor entry and departure are being
processed by EDI (Electric Data Interchange) system at mgjor overseas ports, induding those in other
Asan countries. In the Philippines, PPA isnow introducing an EDI system (known as "PROMPT™).
PPA's EDI system should be expanded to mgor ports (International gateway ports and Principd
internationd trade ports) under other port authorities / port development bodies and the establishment
of the "e-Port Community” (= Single Window System) should move forward.

The concept of "Single Window" or "One-gop sarvice' sysem is to unify dl documents into one
integrated gpplication form. EDI sysem dlows each organization to collect and exchange data each
other through the network. Port users can thus enjoy the convenience of a Single Window System.

14.6  Security Measuresfor Port Facilities

After the terrorig atacks in the US, port authorities in the world have been strengthening
countermeasures againg terroriam, and dso working with rdated organizations such as the
Internationd Maritime Organization (IMO) to establish a globa-scade maritime security framework.
Furthermore, it is required to prepare the comprehensve port security based on a globa-scde
framework at aport. And following items should be introduced;

(1) Securethe Port Security Standard Based onthe Provisions of the SOLAS Convention

(2) Coping with the United States CSl and 24-Hour Rule
(3) Risk Management System in Port Security
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14.7 Port Statigtics
(1) PortInventory

In aport sysem with various port authorities/ public port development bodies asin the Philippines,
identifying information such as port authority / public port development body, cargo volume and
facilities of each port isimportant for formulating an efficient port plan. Therefore these data need to
be liged dearly in the Ports Inventory. In this connection, DOTC, which is the respongible authority
for port administration, should make contribution in making detailed guiddines / check ligs for the
direct Ste surveys conductedby DPWH, and should enhance cooperation with DPWH personnel.

(2) Port Sistics

For effective nationa port sysem planning, cargo volumes from dl ports (including other port
authorities/ public port development bodies) need to be compiled and properly dassfied. Thus
DOTC should consult and coordinate NSO which is respongible to put together these data.

14.8 Port Promation

In generd, the objectives of port promotion activities are to increase more cargo, cdling vessds and
passengers which will generate more income at the ports and employment opportunitiesfor resdents.
And if industry can be dtracted to the port's hinterland, a further increase in port activities @&n be
expected and thiswill benefit the economy of the region and that of the netion. In particular, port
promotion activities for minor port should be liaised with loca promation programs.

14-8



Chapter 15 Private Sector Participation

151 Private Sector Participation (PSP) in the Port Sector

(1)) Commercid Port PSP

The government of the Philippines introduced the Republic Act (RA) N0.6957 of 1990, amended to
RA7718 in 1994, for the nationa privatization policy. In the port sector, two internationa container
terminas have been operated successfully under PSP scheme.

Manila International Container Termina (MICT) has been leased to the International Container
Termina Service Inc (ICTSl) for management, operation as well as development of the container
termind.

Manila South Harbor has been leased to Adan Terminas Incorporated (ATI) for management,
operaion as wdl as devdopment of the generd cargoes, passengers and container handling
terminals.

(2) Private Commercid Port

With the exception of afew port that have been developed as part of other projects, privately owned
commercid ports, which are run solely by the operationd income of the port, have not been
developed in the Philippines.

1) BREDCO

At BREDCO port in Negros Idand, a private developer sarted land reclamation. A part of the
reclamed land became cargo handling terminals for generd cargoes and passengers.

2) Harbor Center

In 1996, a private sector created a multi-purpose termind at the reclamed land in front of
Smoky Mountain, Manila.

(3) Specidized Terminds

Many terminds, which handle large quantities of specific liquid bulk or dry bulk cargo are developed
and operated by private enterprises.

15-1



152 General Principlesand Basic Requirementsfor PSP
(1) Generd Principles

At the introduction of Private Sector Participation, the public sector has to understand the possible
gap between expectation of the private party and the public sector.

A private eterprise pursue dways profit. Without guaranteed profit, a private sector would not
invest. At the initid stage of application for the project participation, various factors are not clearly
identified. Therefore the private gpplicant is extremely cautious not to be involved with high risks
with the project eventually demands higher return by the contract and it will result in less return to
the public sde than expectation. Therefore, the government side should not expect an easy return by
the project.

15.3 RisksInvolved with Private Sector Participation for Port Development and Operation

(1) Risks for the Private Sector

The risks faced by the private sector may be summarized asfollows,

1) Funding
Investors tend to be obliged in non-profitable infrastructure developments such as channe
dredging and land acquigition.
Congtruction codts tend to incresse.
Extrainsurance and interest payments may be required by delay of the project.
2) Adminigtrative Procedure
Time required for various approva, EIA, compensation of property or rights and
resettlement of people etc.
Government policy may change according to the socid and politica environment.
Government often revise tariff system.
The private sector has no meansto adjudt tariff.
3) Economic Environment
Foreign currency exchange rate change or inflation risks.
There is dways a danger that the cargo volume is less than expected.

(2) Risks for the Public Sector

Dueto the high risk involved in the BOT business, the number of players has been reduced to only a
few big operators, which collectively manage world’s mgor container terminas. Under these
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circumstances, a port authority usudly has less information on the worldwide container termina
market. Those mega-operators dways have more information and vast experiences in the termind
contract negotiations.

Time required for the negotiation is another problem for the concesson negoatiation. Usudly the
gpplicant (operator) has no need to hagtily conclude contract with a port unless the operator can
obtain very favorable conditions. The port authority, however, desires to reach an agreement as soon
as possible. Therefore, the more time spent on the negotiations, the more likely it is that the operator
will obtain advantageous conditions.

15.4 Establishment of Transparent Procedure for PSP

It is dedrable that the government should establish a Strict and concrete “sdlection criteria” of PSP
goplicants. Arbitrary sdection criteria will certainly create distrust among the investors. In order to
atract foreign investors, the preparation of a guideline, which plainly explains the framework of PSP
of the country, is aso very useful. Furthermore, the government should make every effort to open the
PSP-related information to the public as much as possible in order to upgrade the qudity of the PSP
system.

(1) Keysto Successtul Privatization
The government should not expect easy money from private investors.
Private investors never invest for unprofitable project

155 Recommendation

Successful introduction of PSP depends on various factors. Interests and expectation of the public
and the private sector have to be compromised.

(1) The public sector expects reduction of financid burden by PSP. The government tends to expect
not only reduction of saving of budget deficit, but aso expects larger revenue from the private
operator/concessonare.

(2) A private sector dways pursues profit. Without prospect of enough profitability, a private
investor will never inves.

(3) Edimated profit must have sufficient safety margin to compensate possible risks, which
includes government interference, political, economic and socid stabilities.

The government must recognize that PSP does not diminate entire financiad respongbility or burden
of the public sector. A successful PSP project is only achievable by prudent preparation by the port
(government or public landlord).
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Chapter 16 Port Administration
16.1 General
16.1.1 Present Stuation

At present, there are more than 2,000 ports and about 420 fishing portsin the Philippines. The former
ports are classified into two categories, public ports and private ports. Of the total number of ports,
1607 ports are public ports and 423 ports are private ports. Public ports include many LGU ports
owned by government / municipdities. Private ports are composed of two types of port; one is ports
for public use and the other is ports for exclusve private use. Other than these ports, there are many
fishing ports. Fishing ports are basicaly used for fishing activity, however sometimes fishing ports
are used for transportation of people and non-fishery goods.

Prior to 1992, Philippine Ports Authority (PPA) had managed, operated and controlled dl of the ports
in the Philippines. On and after 1992, CPA spun off from PPA, and Public Port Development Bodies
(PPDBs) such asBCDA, SBMA, CEZA and RPMA in APMM were created one after another.
Some LGU ports are managed and operated by locd municipdities. As for fishing ports, mgor
fishing ports are managed by PFDA while smal fishing ports are managed by LGUs.

Table16.1.1 Clasdfication of Port authority / PPDB and Number of Ports

Kinds of port Classification (by Port authority / PPDB) Nurmber of Ports

Port authority / PPDB Ports

PPA Base ports, Termind ports 114

PUbliC CPA Base ports, Out ports 42

Ports PPA, CPA, LGUs Ports located in LGUs 1,365

RPMA (ARMM Region) Port under RPMA 82

SBMA, BCDA(JPDC), PI A, CEZA | Subic Port & others 4

Totd () 1,607

Private Private company Commercia (Public) 30

Ports Non-Commercid port 393

Totd (2) 423

Others 5

Tota (1) (2 2,035

Source  JCA Study Team

Except the ports under above-mentioned PPDBSs, most ports including private ports are under the
control of PPA or CPA from the viewpoint of both regiona development and effective operation of
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port and marine transportation. PPA and CPA are under the umbrella of DOTC (Department of
Trangportation and Communications) for the purpose of policy coordination. PPDBs including PIA
are not under the supervison of DOTC. DOTC, responsble for development of smdl ports, isin
charge of promotion, development and regulation of a dependable and coordinated transportation
network, in which the port network is one of the most important elements.

16.2 Port-reated Organizations

16.2.1 Department of Transportation and Communications(DOTC)

DOTC s, as mentioned above, the primary administrative entity of the government in the promotion,
development, and regulation of a dependable and coordinated transportation network system.
Among divisons of DOTC, those related to port devdopment are Water Trangport Planning
Dividon of Trangportation Planning Service, PMO-Ports and Project Management Service (PMS).
Both PPA and CPA are dsoin charge of port development.

(1) Water Transport Planning Divison (WTPD)

The Water Transport Planning Division carries out the following tasksin terms of port devel opment.

a) Formulation of policies on port development

b) Undertaking of feasihility study to look into the viability of proposas submitted by LGUs
C) Preparatory work for ODA Project

d) Work for maritime safety closaly coordinated with the Philippine Coast Guard

The purpose of b) is to judge whether or not the proposal from alocal municipaity has a clear socid
need. Request for port development from local governments through the office of the Presdent,

Congressman, Secretary and Director are gathered in this divison. These requests are prioritized
taking into account al eementsin this divison. After taking into condderation the budget, a decison
on which portswill be developed is made.

(2) Project Management Office for Ports (PMO- Ports)

PMO-Portsisin charge of ODA-rdlated small ports projects. It's function and duties are asfollows.

a) Preparation of annud capital and operating budgets and programs of the projects for the
approvd of the department, and arranging for funding support.

b) Act as secretariat of DOTC Pre-qudlification, Bid and Award Committee (PBAC) for the
per-qudification and selection of Consultants and Contractors.

16-2



¢) Ensuring consstency of congtruction activity with the gpproved plans and specifications.

d) Recommendation on the gpprova of plans, specification, estimates, program of works,
tender proposals, awards of contract and contract documents for the project .

€) Monitoring and supervision of the overdl project execution.

f) Undertake such other function as may be assigned by the Department.

At present, this office is undertaking JBIC financed Feeder Ports Development project. This project
is to condruct/rehabilitate 36 feeder ports in region Il, 1V, VI, VII, VI, X1l and Xl and is
scheduled to be completed in April 2006.

(3) Project Management Service (PMYS)

PMS is the implementing arm of the DOTC, which performs the task of infrastructure project

management to ensure the completion of locdly-funded airports, municipa ports, and DOTC’slocd
office building projects. PMS is respongible for monitoring the progress of the projects, ensuring its
compliance with the conditions of the contract, and ensuring that the projects conform to dl

gpplicable policies, directives, laws and regulations.

1622 PPA
(1) Outline

PPA is the main government agency concerned with the planning and development of the country's
segports, a vitd link in both domestic and internationd trade. Established in 1974, the PPA's Charter
was amended by Executive Order 857 to expand its functions to cover the integration and
coordinaion of port development nationwide. However, PPA's functions have been abridged since
the establishment of PPBDs.

PPA has more than 4,300 gaff including casud and contractud |aborers, and many of them have a
lot of knowledge and experience related to ports and harbors. Therefore PPA plays a very important
role in port development, adminigtration and management. PPA is a financidly autonomous
organization and is not permitted to fdl into deficit. On the other hand, PPA is forced to be
responsible for al ports under the PPA port system.

(2) Objectives
The main objectives of PPA are asfollows:

a) To coordinate, sreamline, improve and optimize the planning, development, financing,
congtruction, maintenance and operation of ports, port facilities, port physica plants, and dl
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equipment used in connection with the operation of a port.

b) To ensure the smooth flow of water-borne commerce passng through the country's ports
whether public or private, in the conduct of internationa and domestic trade.

c) To promote regiond deveopment through the dispersd of industries and commercia
activities throughout the different regions.

d) Tofoder inter-idand seaborne commerce and foreign trade.

(3) Functions

PPA is to formulate in coordination with NEDA a comprehensive and practical port development
plan for ports under the PPA port system and to program its implementation, renew and update the
same annudly in coordination with other national agencies. This plan is quite important because
ports under the PPA system handle most of the cargo in the Philippines.

1623 CPA

CPA spun off from PPA in 1992. The territorid jurisdiction of the Authority includes al sess, lakes,
rivers and al other navigable inland waterways within the Province of Cebu. CPA servesto integrate
and coordinate the planning, development, congtruction and operation of ports and port facility
within its territorid jurisdiction, consistent with the needs and requirements of the region. It enhances
the flow of international and domestic commerce passing through or utilizing the regiona ports. It
promotes regiona development by providing support service to sustain the growth of exports and
other priority industries in the region.

1624 BCDA and PPMC
(1) BCDA

BCDA is a regiond development authority crested by Republic Act No. 7227 for accelerating the
converson of military reservations into other productive uses. BCDA has the power to construct,
own, lease, operate and maintain public utilities as well asinfrastructure facilities including ports.
Because of the creation of BCDA, the San Fernando Segport was turned over from PPA to BCDA on
February 1, 1997.

(2) PPMC

President Proclamation N0.216 created the Poro Specia Economic and Freeport Zone (PPSEFZ) on
July 27, 1993. The PPSEFZ was placed under the ownership, control and jurisdiction of the BCDA,
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the primary government entity tasked to implement the national bases conversion program,

On October 3, 2002, Executive Order No. 132 was issued, creating the Poro Point Management
Corporation (PPMC) as the implementing arm of the BCDA over the Poro Point Specid Economic
and Fregport Development Zone. PPMC has a function to assess the development and performance

of the segport.

1625 SBMA

SBMA was designated as an operation and implementing agency to establish the Fregport and to
ensure the promotion and development of various kinds of socia projects. The Authority employs
about 5,100 and has the following four divisons for port development: Port Management Division
(PMD), Port Operations Divison (POD), Termina Operations Divison (TOD) and Port Engineering
Divison(PED). A tota of 234 persons are deployed in its four mgor divisons. The authority is now
undertaking a container termina development project using a JBIC loan. The bidding procedure is
currently under way. The congtruction work is expected to commence at the beginning of next year
(2004).

1626 PIA

PIA is a corporation which is owned by the government. It was established on August 13, 1974
through Presidentia Decree No. 538. PHIVIDEC's container termina a northern Mindanao is
scheduled to be completed by the end of March in2004.

1627 CEZA

CEZA is mandated to supervise and manage the development of the Cagayan Specia Economic
Zone and Fregport (Cagayan Fregport) into a sdf-sustaining industria, commercid, financid, and
tourism / recreational center and Freeport with suitable retirement/residentia areas, in order to creste
employment opportunities in and around the Cagayan Freeport, and to effectively encourage and
attract legitimate and productive locd and foreign investments. Republic Act No. 7922, cregting
CEZA, has effectively transferred the functions of planning, development, management, operation,
repair, and maintenance of the port of Irene from the PPA to the CEZA.

1628 RPMA

RPMA was edtablished at Cotabato city in 2002 for the purpose of port development in the
16-5



Autonomous Region in Mudim Mindanao. The functions of the authority which are amost the same
as ones of other port authorities, are to plan, supervise, regulate, construct, manage and maintain the
port in the region and provide necessary port services and facilities. There are three base ports and
around 80 smdl portsin this autonomous region.

1629 PFDA

PFDA is the government agency entrusted with the promotion of fishing development through
harmonization among production activities, port facilities and processng facilities. Created on
August 11, 1976, PFDA is vested with powers and responsibilities of promoting the growth of the
fishing industry and improving efficiency in the handling, preserving, marketing and distribution of
fishery products through the establishment and administration of fishing ports, fish markets and other
infrastructure.

16.3 Current Problemson Port Administration
16.3.1 Port Devdopment by Many Organizations

In 1992, CPA spun off from PPA. In addition, PPDBS, which are not under the jurisdiction of DOTC,
were created on and after 1992. There is not sufficient coordination or consultation among
organizations regarding the investment and time schedule of individua projects. It is necessary for
proper port development to coordinate each project based on the cargo volume forecad,
gpportionment of function and dignment of ports nationwide through the single methodology. But
this type of coordination is not undertaken. Port development in the Philippines is undertaken

independently and separately.

16.3.2 Inadequate Port Facilities

Mog port facilities in the Philippines are not suitable for efficient port operation, partly lkecause
fecilities are aged without proper maintenance, and partly due to mixed use of berths for various
types of cargoes and passengers vessels. Port Authorities are responsible for maintenance of port
facilities, and termina operators are responsible for efficient operation with suitable equipment and
handling procedures as well as the repair of damages that occur during operation. However, both of
these works have not been carried out in a proper manner.
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16.3.3 Insufficient Budget for Port Developmert and Maintenance

Regarding the fiscdl condition of PPA, Manila area terminds generate a large part of their revenues
from foreign trade, especidly container trade at international container terminas under long-term
concession contracts. Other ports do not generate sufficient revenues to cover necessary management
and maintenance cogts due to low domestic port charges. Consequently, PPA has to manage other

ports using its revenue from the Manila area and revenue from private ports.

However, PPA, as a financidly autonomous government entity, must produce a net profit.

Moreover, it must contribute 50% of its net profit after deduction of management expense as well as
loan repayment and corporate tax to the government as a dividend. Therefore, the degree to which
PPA can support PPA's ports is limited. Consequently PPA’s funds to support LGU ports which do
not generate sufficient revenue is extremely limited.

DOTC budget for port development for LGU portsis decreasing year by year because the revenue of
the central government is running short.

As dternative sources of funds, various kinds of loans have been extended from foreign countries
and internationd organizations. However, financing for port development from abroad including
ODA from Japan is not expected to increase due to worsening economic or financial conditions of
donor countries/organizations.

Introduction of private sector participation in the port operation and development may be a solution.
As dready introduced in Manila area terminds, PFl through concession and BOT is possible for the
congtruction of foreign trade related facilities. However, because of present low domestic tariff leve |
investment in the local portsis not attractive to the private sector. There are only afew portswherea
private company has invested in port developmen.

16.34 Lack of Integrated Port Development Plan

A large amount of money and long time are necessary for the congtruction of infrastructures. To
ensure that the limited funds are utilized effectively, sound planning that is in harmony with nationa
development plansis necessary.

Port development needs to be approached in the same manner. However, a present, each port
development body formulates its own port development plan independently. There is no integrated
port development plan. Therefore the prompt formulation of an integrated port development plan is
required.

16.35 DOTC’sParticipation in Port Development

DOTC is the primary adminidrative entity of the government in the promotion, development, and
16-7



regulation of a dependable and coordinated transportation network system. However except for LGU

port development projects, DOTC has played very limited roles in terms of port development. Thisis
partly because PPA has higtaricdly played aprimerole in port development and partly because many
port development bodies are not under the jurisdiction of DOTC.

There is no coordination on port development planning among public port development bodies or

among private ports. Recognizing these circumstances, DOTC has requested JICA to formulate an
integrated port development master plan as a part of the nationa trangportation network. With this
procedure, al the port devedopment plans of dl port devdopment bodies are going to be
systematically incorporated in the plan. DOTC is expected to play the centra rolein formulating this
plan, from beginning to end.

164 Proposalson National Port Plan
16.4.1 National Plan for Port Development
(1) Long/Short Term Nationa Port Development Plan

In order to formulate the fundamenta port development plan in harmony with the basic politica
direction of the National Government, JCA Study Team has conducted “Study on the Master Plan
for the Strategic development of the national port system in the republic of the Philippines’. The
objectives of the Study are to formulate along-term master plan and short-term development plan for
the nationd port sysem. The Study shdl be used as the prototype of “Nationd Plan for Port
Development” (NPPD).

The durétion of NPPD long-term plans is 20 years while that of short-term plans is five years. The
long-term magter plan contains target year, demand forecast of the target year, facilities to be
developed, rough investment cost and rough time schedule of port development. The short-term
development plan describes more specific port development plans.

The head office of DOTC should be responsible for find formulation of NPPD in coordination with
other organization including NEDA, DPWH and other related bodies (PPDBS). The long/short term
plan prepared by the related port development organizations including PPA, CPA and PPDBs are
incorporated in NPPD in view of development policies and priority of the projects.

(2) Formulation of Port Development Plan for Individua Ports

The NPPD is based on the port development plans of individud maor ports. These plans are
formulated by each port development organization. The port development plan of individua port
dipulates the port facilities specificaly to be developed by the target year based on the estimated
traffic volume.
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16.42 Esablishment of NPPD Council

In order to periodicdly review, update, and revise the NPPD as wdl as important/fundamenta

policies on port development, a council should be set up. All decisons or conclusions are reported to
DOTC. After being authorized, the NPPD should be widdy respected by dl departments of
government and related organizations. A mode for such councils can be found in the Japanese Port
Council. Although PPA has a smilar advisory body cdled “The National Port Advisory Council
(NPAC)" for the formulation of the PPA’s palicies, PPA can exercise its power only over the ports
under itsjurisdiction. NPPD Council can recommend policiesto al port development organizations.

The function of the NPPD Council is to coordinate the port development plans of port development
bodies, and formulate the long-term master plans as well as short-term development plans. Therefore,
the NPPD Council needsto be aneutral organization.

Meanwhile, it is extremdy difficult to establish new governmenta organization for coordination

under present government policy of smdl government. Therefore, an existing coordination
ingtitution of the DOTC can be used as the council for coordination (hereinafter referred to as NPPD

council). The Water Transport Clugter of DOTC is one of the proposed organizations.

1643 Memba sand Busnessaof the Council

The members of the NPPD Council are composed of not only governmenta officids but dso the
representatives of private sector and PPBDs not under the jurisdiction of the DOTC.

The ssuance of new Adminigrative Order (A.O.) is necessary in order to gppoint the officids of
entities not under the DOTC adminigrative jurisdiction as membersto the NPPD Council.

DOTC which is responsible for overseaing the transportation sector can gppoint/request, based on
the new A.O., high-ranking officids from government agencies (in particular the DPWH, DA,
DENR, DILG and NEDA ) and representatives of other related bodies, as'to be members of the
NPPD Council.

Main Members of NPPD Council are asfollows

® Representatives of Department concerned: NEDA, DPWH, DA, DILG, DENR,

® Representatives of Attached Agencies. DOTC; PPA, CPA, MARINA, PCG ad

® Representatives of PPDBs. PIA, SBMA, BCDA, PPMC, CEZA ,RPMA.
©® Representatives of Private Sector: PCClI,

The NPPD needs to be reviewed and revised periodicdly as the socid and economic environments
change. The council shdl ddiberate on the change of circumstances surrounding port development
and shal undertake the following matters;
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(& Review and evauation of progress of existing NPPD based on monitoring
(b)  Preparation for specific proposal by MPPD

(©0 Review of short-tern development plan

(d) Formulation of new short-term development plan

(¢ Review of long-term master plan

(f)  Formulation of revised long-term master plan

(9  Ddliberation on change of basic policies for port development

1644 Esablishment of Secretariat of NPPD Council

The NPPD has to be reviewed and revised periodicaly as the socid and economic environments
change. Therefore, a permanent body as the secretariat should be built in DOTC to support the
NPPD Council. The secretariat of the Water Transport Cluster committee is the WTPD and the
NPPD Council meeting is to be held a few times as Water Trangport Cluster committee meseting.
However since present WTPD dready has a sgnificant workload. An independent secretariat for the
NPPD Council should be set up outside the WTPD to ded with large amount of works that will be
generated by the NPPD Council.

The independent secretariat shal be basicaly composed of the permanent staff of DOTC and the
seconded staff from PPA, CPA, and PPDBs. The saff should have specidized knowledge and
experience in the fiedd of port adminisration and management as well as port planning and
transportation network system. The secretariat is to be inaugurated with even (11) members
including chief of the secretariat.

16.4.5 Procedureto Set up NPPD Council and its Secretariat

NPPD Council is planned to be an advisory body to DOTC and its secretariat is planned to be one
permanent section of DOTC. Therefore the legd basis for two organizations is needed. In order to
utilize an existing coordinating committee as the NPPD Council, DOTC shdl request the office of
the presdent to issue the A.O. to expand the membership and power and function of the committee.
Moreover, the draft A.O. hasto dtipulate the following matters:

a) The DOTC shdl be the lead implementing agency for the implementation of NPPD and must
be fully supported by al government departments, agencies, GOCC's, LGU'’s, existing port
authorities / PPDBs, and those PPDBs which maybe later on created shal embody in its
charter or order creating them, pertinent provisions of the proposed A.O.

b) The DOTC shdl prepare the implementing rules and regulation for the effective
implementation of the order.
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¢) The DOTC shdl appropriate the funds necessary to ensure the implementation of the order.

In addition, the DOTC which is respongble for overseeing the trangportation sector gppoint/request,
based on the new A.O., high-ranking officias from government agencies (in particular the DPWH,
DA, DENR, DILG and NEDA ) and representatives of related organizations, as/to be the members
of the NPPD Council.

16.4.6 Process to Review/Revise NPPD

Upon the DOTC Secretary’s request, port development bodies will submit information on the
present Situation of port, port development projects and their long/short-term master/devel opment
plans to the secretariat of the NPPD Council. Every year the Secretariat prepare a document for
monitoring the progress of the existing NPPD based on submitted information and monitoring. The
Secretariat will make another documents for deliberation at the NPPD Council officid meeting. The
secretariat will dso prepare documents for reviewing the present long/short-term nationa port
development plan and, if required, formulate a draft new/revised NPPD.

16.5 Reform on Port Administration System

16.5.1 Inadequate Service of Portsin the Philippines

(1) Inadequate Service

In the Philippines, many port users fed that port service isinsufficient. Many people believe that PPA

isrespongble for port service, because the PPA Charter stipulates that PPA is not only respongble for
regulation and development of the port, but dso responsible for providing operation services in the
port either by itsdf or by contract. However, there are various problems relates to insufficient port
service and ther causes are complicated.

Magor causes include port charge structure, and levd, labor problem, inappropriate cargo handling
method, old cargo handling equipment, contract between PPA and termind operators, etc. Asfar as
cargo handling tariff leve is concerned, it is quite cheap compared with other foreign ports and with
international container handling tariff in the Philippines, athough Philippine port users fed that it is
expensve. Labor problems composed of low qudity of workers, continuously demanding higher
sdary, and uncontrollable |abor forces.

(2) Proposd in the Medium-Term Philippine Development Plan

To improve this Stuation, the Medium-Term Philippine Development Plan 2001-2004 compiled by
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NEDA dates the following.

The government shall restructure port ingtitutions to improve port service. Regulatory function shall be transferred
to an independent regulator (or regulators), which shall have jurisdiction over all ports. Commercial
decision-meking, planning, and management of port operation shall progressively be decentralized to port Digtrict
Office and Port Management Office in preparation for the privatization of individual ports or groups of ports. The
government will pursue the amendment of the PPA charter to address, among other things the dual role of PPA as

regulator and operator

However, the problems on insufficient port service are complicated, therefore it is necessary to dedl
with this problem in view of steady development of port in the Philippines.

In fact, only PPA has sufficient knowledge and experience in regulations of most ports. Therefore, it
is impossible to separate regulatory functions from PPA and transfer them to other independent
organizations.

In addition, PPA dlocates the funds that are earned from Port of Manila to other PPA ports as fund
for port development every year. This dtuation interrupts the functioning of principle of market
mechanism among ports in the Philippines. But it is a fact that port charge of ports other than
internationa container port would have to be raised to an extremely high leve if the cross subsidy
system would be stopped. Therefore, the cross subsidy sysem should be continued for the time
being.

On the other hand, as to the operation function, PPA does not operate the ports directly — operations
are contracted out to private termina operators. The operators are selected from competitive bidding
with fixed term contract. As far as the formality of this contract is concerned, it can be said thet the
port operation is privatized. Nevertheless, port users, particularly shipping companies, fed that PPA

influences the port operation system and procedures of these private operators, because PPA collects
10% of dl revenues of the company as government share from private companies that undertake
operations on behaf of PPA.

PPA aso collects government share from non-PPA ports, including private ports. The collected fund
is used mainly for PPA port development. This situation results in complaint from operators and
sarvice providers of private ports.

Therefore, PPA should stop collecting 10% of cargo handling tariff from termina operator and lease
port facilities to terminal operator. In other words PPA should retain its regulatory function and divest
itself of the instead operationa function. This would generate competition among terminal operator
and lead to the improvement of port service. This system must be gpplied to CPA and PPDBs
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1652 Contract System between Terminal Operator and Port Authority / PPDB

In order to make clear the scope of port operationd responsbility between port authority / PPDB

(port authorities and PPDBs ) and termind operator, present contract system should be dtered.

Consequently, if the termina operator contract system is dtered to aterminal leasing contract system,
a port authority's involvement on direct operation is diminated. Under the proposed system, a
terminal operator pays a fixed lease/renta fee to port authority / PPDB or the combination of fixed
and variablefee. If atermind operator deal with more than certain volume of cargoes, total money of
afixed lease/rentd fee and variable fee isless than 10% of tota revenue earned by the operator & the
port. At the same time, port authority / PPDB is expected to make cargo-handling tariff to be outsde
of regulation, so that a termind operator can determine tariff without seeking approval of port

authority / PPDB.

1653 Regional Port Authorities (RPA)

Presently there are many port authorities / PPDBs such as PPA, CPA and regiond development
authorities including SBMA, CEZA and others. More decentralization and competition among those
organizations must be promoted. For proper competition, organizations need to have appropriate
Szes Therefore, it is necessary to consder that exigting port district / management offices of PPA
shal be converted to the Regiona Port Authorities (RPAS).

each port should be developed based on the regiond characteristics as well as needs of the areas by
regiond organizations (RPAS). it is desirable for group of ports to be converted to RPA as soon asthe
group are assessed to be able to achieve financid autonomy

CPA and exiging PPDBs shdl have the same gatus as the newly converted regiond port authorities.
Converted RPAs manage the ports under respective territories. Provincid government and municipa
governments may take part in the management of the regiona port authorities individualy or jointly
to reflect the loca development policies and transport needs.

The regiond port authorities should retain the status of public organization and should not be
involved directly in port operations except in case of emergency or if no private operators are
available. However, the problem is that some RPAs may not have sufficient financia basis to be
independent from other organizations, while others may have. Some existing regiona development
authorities were created without congdering financial autonomy of their specific port. In addition,
most ports under PPA have been devel oped through cross subsidy from Manila port. Therefore, RPA
should be established when ports of RPA would generate enough money to wholesomey manage
their own RPAs
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16.54 Philippine Ports Administration Agency (PPAA)

When dl RPAs are edablished, and to formulate their port development plans in view of regiond
development and competition among RPAS, an organization to formulate basic policies for port
development, to coordinate main projects of al RPAs and to consider port security problems is
required. Consequently, it is necessary that. Philippine Ports Administration Agency (PPAA) asthe
attached agency to DOTC.be established concurrently with the establishment of RPAs. In addition,
NPPD Council secretariat should be integrated into PPAA.

As mentioned above, PPA has sufficient knowledge and experience in enforcement of regulatory
function throughout the country. Consequently, PPA's regulatory element, together with regulatory
eement of CPA and PPDBs, should be reformed to PPAA which will have regulatory function
covering not only ports under the present PPA ports system but aso other al ports including those
under CPA, LGUs, and PPDBs.

The main function of PPAA shdl be asfollows,

To formulate basic policies for port development and management

To make regulation and guiddines such as technical standard and safety standard

To coordinate dl the mgor port development plans including public and privete ports.
To draft the Nationa Plan for Port Development (NPPD).

To cooperate with foreign countries on the port related issues

To manage budget related to port development

PPAA shdl not be directly involved with the selection of a port concessonaire, an operator or other
managerid decisons. In addition, it shall not operate a port directly.

1655 DOTC

At present, some LGU ports, which are not under PPA Port System, have been planned, financed and
developed by DOTC. PPA is now able to use its funds for development of ports other than those in
the PPA Port Sysem. However, PPA is required to produce net profit, so PPA is able to use smdl
amount of money for profitable ports. Therefore port development using DOTC budget should be
continued for thetimebeing. When RPAsare established, L GUs ports should be basically included
in the jurisdiction of RPA.

16.6 Progressive Reorganization of the PhilippinesPort Administration System

Because of various difficulties in implementing proposed reforms in the Philippine port
adminigration system, gradua introduction of new ingtitution or changes of existing system will be
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necessary. Following steps will be the most probable and pragmatic approach for reorganizing port
adminigtration system.

1

2)

1)

1

Firg Step: (Start from 2004)
Creation of NPPD Council

Creation of NPPD Council’s Secretariat

The secretariat shall be attached to DOTC. The chief of the secretariat shal be appointed by the
Secretary of DOTC, and key staff shdl be detailed from PPA, CPA and DOTC.

Functions of the NPPD Council Secretariat shdl be limited to NPPD related matters at this
stage.

Second Step: (Within five years)

Separation of operational function of port authority / PPDB

Change the contract system between port authority / PPDB and termina operator from the
present system to the lease contract.

Liberaize operationd tariffs throughout the Country.

Abolish operationa functions of exigting port authorities including PPA, CPA as well as
PPDBs.

Alter exiging Charters of PPA, CPA and PPDBs by dHeting clauses relating to the port
operation and provison of saervice by the port authorities.

Contract period for the operators should be extended from the present 10 years to at least more
than 15 years, S0 that the operator can invest in the equipment and recover the cost within the
contract period. In addition to the present termina operation system, termina leasing system
and BOT system should be introduced at the large ports.

Third Step:

Decentrdization of port authorities

Egtablish the Regiona Port Authorities (RPAS) in order to enhance the competitive
circumstances and consequently improve the efficiently of ports. In principle, RPAs should be
established when al RPAs will have sufficient basis by increasing cargo volume handled at
their ports and generating sufficient revenues for financial autonomy. The existing public port
development bodies will have the same dtatus of RPAs.  Existing Port District/Management
Offices of PPA is one of the option of the RPAs.
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2) Edgablishment of PPAA
Egtablish PPAA as an adminigrative and regulating/coordinating organization among the RPAs
a the same time of the establishment of RPAs. While fifty percent of net profit yielded by RPAs
will be paid to centrd government through PPAA initidly, this practice will be discontinued
when the financia condition of the government improves in future.

However, depending on the circumstances, in which the divison of PPA will be carried out
adong with the national policy on decentraization, some RPAs may not be financid
autonomous. In this case, PPAA has to retain a part of cross subsdy sysem among RPAS
PPAA shdl adminiger the fund collected from RPAs which will have dreedy achieved
financid autonomy, and re-didtribute the fund to other RPASs composed of former PPA ports that
lack funds for port development This cross subsidy system is expected to diminish in the future.
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Chapter 17 Implementation of the Plan

171 General

In the Philippines, port authorities including PPA and CPA now develop, manage and operate mgor
ports using their own funds, while DOTC or municipalities develop smal regiona ports using taxes.
To exsure the funds that are not necessarily sufficient for port development, these two systems
should be maintained for the time being.

As for international container ports, private sector participation including concesson has been
actively utilized because container operation is highly profitable and attractive for private companies.
Internationa B/B ports, domestic container ports, domestic B/B ports etc. have been developed using
the surplus gained from the operation of internationa container ports. This situation should be
improved by changing the tariff structure. In addition, some of the B/B cargo handled at public ports
should be converted to bulk cargo and handled at private ports. This would lighten the burden of
public ports.

On the other hand, smdll regiond ports should be basicaly developed using government tax revenue.
However, dl government organizations have been requested to reduce expenditures due to the
shortage of revenue. Therefore, innovative idess to dtract greater private sector participation in port
development are required.

17.2 Measures to Attract Private Sector Participation

Specid incentives have to be prepared for less profitable smdl port development and management
because private companies are reluctant to invest in port development unless a certain levd of profit
is attainable. Deregulation and incentives should be combined effectively to increase private sector

participation.

Based on experience in Japan, the following measures can be adopted to attract private sector
participation in port development.

1721 Tax Incentives

When private companies develop ports, private companies have to pay taxes levied on these
activities. Tax incentives can lower the financid burden on private companies, especidly in theinitial
gage. In Jgpan there are many tax-lowering measures. This incentive is effective in the case where a
shipping company owns and runs a private-commercid port.
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Because a variety of taxlowering measures have been tried with only mixed results, a bolder
gpproach to tax incentives may be required. Tax exemption could aso be applied to land acquisition.
In addition, the rate of tax exemption could be adjusted in line with a business profitability(a large
exemption would be given initidly when the profit margin is smadler but tax would gradudly
increase as the company’s income grows).

1722 Lowering of Port Tariff

Private-commercia port owners pay haf of the usage fee and wharfage fee to PPA. It is proposed
that a the early stage of business when income and profit are smdl, port tariff paid to PPA be
reduced. Asincome and profit increase, the tariff can beincreased.

17.2.3 Joint-Ventures

In this case, both the nationa government (loca government or port authority) and a private
company lear fixed portions of the cost of developing port facilities. After completion of port
facilities and start of operation, a private company pays the money corresponding to the depreciation
and interest of the national government portion and the service charge to the nationa government.

In Japan, this kind of system is adopted in the case where a private company scraps an old or
uneconomical vessd according to the direction of the nationd government and builds a modern
vessd. A private company and Transport Facility Development Agency (the organization approved
by the national government) jointly build a new vessel and then, the private company pays a usage
feeto the Agency.

It is proposed that this system be gpplied to the port development in the Philippines. In Japan, the
nationa government bears 60 - 80% of the total cost. However it is suggested that the share of the
national government be haf of the total development cost because the financid Stuation of the
national government is very severe. It is proposed that the repayment period be prolonged to 20 years
and that the interest rate be 2.5%. Under this system, a private company cannot cance the contract
on theway. (Lease - Irrevocable- Purchase Contract System)

As to the government portion, two cases should be examined. One is a case where the centra

government directly bears the port development cost and the other is a case where the centra
government, DBP, etc. establish a new governmental organization which bears the codt.
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17.24 New Fund for Port Development

The fund sysem for cargo handling equipment proposed in Chapter 14 is applied to port
development conducted by private companies. An independent organization subsdizes the
difference between the interest rate of city banks and lower standard rate using the collected money
when a private company devel ops port facilities.

17.25 Appropriate Port Tariff Structure

The quickest way for a private company to increase its income is to raise the port tariff. However, a
high tariff is applied, cargo demand often falls. Therefore an appropriate port tariff structure should
be st. It can be an incentive for promoting private sector participation.

1726 Other Sygtems

There are two other systems to support private companies, however they would be difficult to
introduce in the Philippines.

(1) Subsidy

Subsidy is a sysem where the centrd government or a port authority can pay a part or dl of the
project cost provided that the project satisfies certain requirements.

At present the central government or a port authority bears dl necessary cost for port development. If
the subsdy system is adopted, the centrd government or a port authority can invite a privae
company to take part in port development by offering asubsidy.

(2) LowInterest Loan

There are severd low interest loans in Japan which are given based on the respective laws. A large
amount of money is needed to adopt this system.

17.3 Cooperation with Other Industries

As a port is an infragtructure supporting maritime transport, port development should be undertaken
in coordination with the shipping and ship building sectors.
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Many secondhand vessdls purchased from Jgpan have played an important role in Philippine
maritime trangport. However, it is proposed that smal vessas of less than 1,000DWT could be
newly built a an only dightly higher cost than secondhand vessels by using capital investment and
technicd assstance from foreign countries (foreign companies are now able to have more than a
50% interest in capital ventures) together with the rdatively low cost of Philippine labor and cheap
ged plate imported from China and Russa. In addition, the cost could be further reduced if designs
were sandardized and a large quantity of same design vessals were built a the same time. This dso
leads to the advantage of sharing spare parts among vessels. Moreover the shipbuilding industry can
creste jobs and thereby contribute to poverty dleviation.

17.4 Measuresto Promote Development of Regional Ports

Management of smdl regiona portsis very difficult because demand is smdl especidly in the initid
gtage. In some cases, ports are forced to stop operations because their losses are too large.

It is important to begin with minimum port facilities and to expand them gradudly in line with the
increase of cargo and passenger except for the case where firm demand is fixed and a shipping
company is committed to using a particular port.

[Case Study]
1741 ItemsRdated to Cost

When planning a small port development in line with traffic demand, it is indispensable to avoid
water areas where expengve protective facilities are needed and to select a calm sea area such as
shdltered cove. It is dso important to reduce construction cost by adopting standard construction
methods and usng condruction materids tha are produced in the Philippines like cement. In
addition, it is desrable that a loca or central government reduce the financid burden of an entity
who isin charge of port development project by congtructing the access road using public funds.

Moreover it is important to select the structure of a mooring facility that suits the shalow and calm
sea water. Floating pier (pontoon) and piled piers with precast pre-stressed concrete piles are good
options because they can be condructed in a factory ae effective for rgpid, mass and easy
congtruction.

According to the preliminary cost estimation, PC piled pier can be congructed for less than 27
million pesos under the following conditions:

1) Locd government bears the purchase cost for land for access road and port, or land is donated
by owner(s);

17-4



2) Land leveling and congruction of base for access road is caried out as a separae project.
Congtruction cogt is paid from another account.

Then, concrete pavement and U-type gutter will be built in line with the increase of traffic demand
and income.

When an entity for port development bears the cost for access road and construct aterminal building
a the first sage, theinitia cost exceeds 100 million pesosin many cases.

174.2 ItemsRdated to Income
(1) In case of aport where no RO/RO vess cdls

In the case of Atimonan, total income gained from port activities accounts for 100 - 180 thousand
pesos a month. On the other hand, 80 thousand pesos are needed for management and operation of
the port including personnd expenses, power supply and water supply. The annua net income
reaches about 700 thousand pesos.

(2) In case of a port where RO/RO vessds cdll

When a port has 2 round trips a day from a vessd which carries 100 passengers and 14 vehicles,
annua income of the port reaches 2.788 million pesos based on the present tariff, while maintenance
and operation cost reach 1.256 million pesos. Therefore annual net incomeis 1.532 million pesos.

If port tariff were doubled, annua income would become 5.576 million pesos and net income would
reach 4.320 million pesos.

174.3 Project Viability

As for a port where no RO/RO vessd calls, it would be impossible for a private company to
participate in a smdl port development project even if the initid investment cost were reduced to a
minimum level because annud income is too small.

In the case of a port where RO/RO vessds cdll, FIRR of a project is 1.21% under the following
conditions:
1) Condtruction cost is 73 million pesos.
2) A RO/RO vess that carries 100 passengers and 14 vehicles cdls a port twice aday.
3) Present port tariff is gpplied.
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However FIRR would be improved to 7.95%, if the port tariff were doubled and the initial
congruction cost could be held down to 50 million pesos. Moreover, if the initid congtruction cost
would be 26 million pesos, FIRR would exceed 15%. It is probable that a private company would
take part in asmal port development project, if the incentives mentioned before are given in addition
to the raising of the port tariff and the reduction of initia construction cost.

Mil. Pesos
5
o
[
S|4 2 rounds, double the
85 present tariff
o2 3
S
= 2
1 2 rounds, Present

0

25 50 75 100 125
——p Mil. Pesos
Construction Cost

Figure 17.4.1 Rdation Between Cost and Income

175 Return of Profit gained from LGU Port

The regiond port development projects have been carried out using foreign ODA loans by DOTC.
After completion of the project by DOTC, port facilities are transferred to a municipality and the net
income gained from the facilities are to be used for the regiona development as the municipality's
income.

But since the Philippine government is facing financid difficulty due to the shortage of tax revenues
deficiency, an idea has been proposed that a part of the net income from the port activities should be
returned to the central government when a certain leve of net income is posted.

The port facilities require not only personnd expenses to operate them but also maintenance cost
which become larger as facilities age. In order to avoid discouraging municipdities from promoting
port activities, a system where no money is paid to the central government when the net income (that
is, the difference between the tota income and the maintenance and operation cost) is under a fixed
amount  (for example 1 million pesos a year), and a certain portion, for example 50%, of the net
income exceeding the fixed amount is paid to the centra government when the net income is over
the fixed amount should be established.
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Chapter 18 Financial Analyss, Policy and Strategy for National Port Development
18.1 Present Financial Situation
18.1.1 Present Financial Situation of National Gover nment

In 2002, government expenditures amounted to 780 hillion pesos while national revenue in the same
year totaled only 624 billion pesos. The portion of the budget used to finance the deficit isincreasing
eech year. The nationd government has been investing a considerable amount of money in socid
infrastructure such as trangportation facilities, eectric power facilities, irrigation facilities and so on.
Investment in transportation infrastructure accounts for more than 30% of the nationa capita outlays.
The mgority of this money (25%), however, is going into the road sector. Only 774 million pesos
was spent for port and lighthouse facilities. The amount of port investment is thought to be
insufficient to meet the growing investment demand of government ports in the Philippines.

18.1.2 Present Financial Situation of Local Government Units

The overdl financid performance of loca government units (LGUS) is good; a year end surplus of
51.8 billion pesos was regisered in 2002. However, it should be noted that there are large
discrepancies in the finances of urban and rurd aress. In fact, 31 of the total 79 provinces werein the
red in 2002. Those provinces that are forced to service their debt will not be able to spend their
financial resources on new trangport facility investment.

18.1.3 Present Financial Situation of Philippine Ports Authority

The present financia dtuation of the Philippine Ports Authority (PPA) can be said favorable. The
four financid indicators are the most closely monitored financid ratios and requirements. All
indicators remain within a financially reasonable range. This can be attributed in part to PPA’s policy
of saving as much as possible in preparation for the large expenditures that will arise from the Port of
Batangas Phase 2 project. PPA's expenses for annua port repair and maintenance are dso being cut
back these days. As aresult, PPA is showing alarge surplus each year. PPA derives alot of itsincome
from internationa container handling. Manila Digtrict Office accounted for 56% of the tota income
of PPA , and that figure reaches 64% when the income of the Head Office is added. In addition, 20 %
or 1 billion pesos of PPA’ s revenue came from the port charge levied on private ports.
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Table181.1 PPA's Cash Flow during 1997 and 2001 (Unit: million pesos)

Cash How 1997 1998 1999 2000 2001

A: Cash Bdance Beginning 3,498 3,504 3,907 4,235 4710
B: ash Inflow 4,061 4,168 4,423 4501 5,246
B1:Revenue 3322 3494 3734 4,152 4711
B2:Foreign Loan Proceeds 449 288 310 12 144
B3:Others 290 386 378 338 390
C: Totd CashAvalablgA+B] 7,599 7,672 8,330 8,826 9,956
D: Totd Cash Outlay 4,056 3,764 4,006 4116 4,390
D1:Cash Operating Expenses

(Personnel Services, Administration 1,599 1,237 1,330 1,308 2,200
Cost, Maintenance)

D2: Capitd Outlay 1,022 1314 959 1,200 1,215
D3: Debt Services-Interest 333 304 374 302 245
D4: Debt Services-Principa 373 499 515 719 623
D5: Dividend Payment 729 410 828 587 107
E: Ending Cash Bdancg C-D] 3,503 3,907 4,324 4,710 5,590

Source: Financial Report CY 1999 and CY 2001, PPA

182 Port Devdopment Plans and Invetment Cost Prepared by Reevant Public
Organizations

1821 Port Cargo Throughput

Philippine seaborne cargo is expected to grow rapidly. Annua average growth rate of public cargo
between 2001 and 2024 is 5.78%. Annud average growth rate of private cargo between 2001 and
2024 155.32 %, which is dmogt the same as public cargo. Among various types of cargo, container
cargo hasbeen growing most rgpidly. Annua average growth rate of public container cargo between
2001 and 2024 is 6.94 %, which is much higher than the growth rate of public cargo asawhale. To
cope with the increasing cargo, it is indispensable to develop new port facilities, dthough priority
should be put on the proper maintenance and efficient use of exigting facilities. In accordance with
rapid growth of cargo throughput a port, port revenues are dso expected to increase in future. In
particular, revenue from container cargo handling is expected to become the main source of port
revenues because handling charge of international container is 5 times higher than that of domestic
cargo.
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18.2.2 International Container Terminal Development Plan

At present, 9 internationa container berths are operationd in the Philippines. In order to meet the
internationa container cargo demand forecast by the JCA Study Team, 7 more berths are required
by the year 2009, and 17 more berths between 2010 and 2024. Totd number of additiond
internationa container berths required by the year 2024 is 24.

18.2.3 Public Port Investment Cost

The required port development investment cost for international container terminas is 15.7 billion
pesos by the year 2009, and 38.8 hillion pesos between 2010 and 2024 (this excludes the cost of
internationa container terminas developed by the private sector). Totd investment cost required by
the year 2024 is 54.5 hillion pesos.

On the other hand, the tota port investment cost including internationa container terminasis 42.7
billion pesos in the short-term (2004 - 2009). The long-term (2004 - 2024) port investment cost
including internationa container terminas is 1355 billion pesos. This shows that intensve
investment is needed during the short-term period (initid 5 years).

Table 18.2.1 Port Function-wise Investment Cost Up To 2024 (Unit: Billion Pesos)

Port Function Short-term After 2010 Long-term
(2004 - 2009) to 2024 (2004 - 2024)
International Container Termind 15.650 38.800 [*] 54.450
International Bulk/Bresk Bulk Termind 3.300 10.500 13.800
Domestic Container Termina 11.905 11.295 23.200
Domegtic Bulk/Bregk Bulk Terminas 4.600 20.770 25.370
RO/RO Ports Devel opment 7.236 11.465 18.701
Tota 42691 (31.5%) 92.830 (685) | 135521 (100.0%)

Note: Manila MICT, Manila South and Batangas Phase-3 port expansion projects are assumed to be privatized.
Accordingly, the longterm investment cost for international container terminals, which is different from the
long-term investment cost shown in Table 10.4.11 (68.65 billion pesos), does not include these projects.

Source: JCA Study Team

18.2.4 Public Port Revenues

Among various kinds of port revenues, the port tariff which conssts of port due, anchorage fee,
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usage fee, dockage fee, and wharfage are collected by port authorities and 100 % of those revenues
areretained by those port authorities. On the other hand, cargo handling tariff is collected by termind
operators and shared between terminal operators and port authorities. When it comes to internationa
container cargo handling, port authorities usudly impose a fixed fee and variable fee on termind
operators based on a concession contract between the two parties. In addition to the above port
charges, Philippine port authorities are collecting port tariff from private ports. The revenue collected
from private ports amounted to 1.0 billion pesos in 2001. The accumulated revenue derived from
private ports between 2004 and 2024 is estimated to be 42 hillion pesos. Assuming that dl kinds of
port charges are stable up to the year 2024, the accumulated port revenues in the short-term plan
period (2004 - 2009) and in the long-term plan period (2004 - 2024) are estimated to be 46 hillion
pesos and 256 billion pesos, respectively.

Cargo type-wise revenue andysis shows that the revenue from international container cargo accounts
for amost 70 % of tota revenues despiteits reatively smdl share of thetota cargo (approx. 20% in
2001 and 30 % in 2024). On the other hand, port revenues from domestic cargo handling account for
less than 5% of the total revenue. Thisis because domestic port chargeis set @ avery low leve.

Table 18.2.2 Cargo Typewise Accumulated Port Revenues (Unit: million pesos)

Short-term Plan Period Long-term Plan Period
2010 - 2024
- (2004 - 2009) (2004 - 2024)
Classification
Accumulated Accumulated Accumulated
Share Share Share
Revenues Revenues Revenues
International Container Cargo 29924 | 65.3% 146,915 70.0% 176,839 | 69.2%
Internationa Break Bulk Cargo 2,303 5.0% 7,655 3.6% 9,958 3.9%
International Bulk Cargo 970 21% 4,095 2.0% 5,065 2.0%
Domestic Container Cargo 3132 6.8% 13,072 6.2% 16,204 6.3%
Domestic Break Bulk Cargo 1,116 24% 3,169 1.5% 4,285 1.7%
Domestic Bulk Cargo 226 0.5% 935 0.5% 1,211 0.5%
Revenue from Private Ports 8122 | 17.7% 33995 16.2% 42117 16.5%
Total 45,793 | 100.0% 209,886 | 100.0% 255,679 [ 100.0%

Source: JCA Study Team
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18.3 Comparison of Port Revenues and Investment Cost
18.3.1 Comparison of Long-term (2004-2024) Port Revenues and I nvestment Cost

The long-term (2004 - 2024) total port investment cost is 167.4 billion pesos, including maintenance
and operationa cost for newly built facilities. When the maintenance and operationa cost of the
exiding port facilities and equipment, loan repayment and interest, and dividend payment b the
nationa government is taken into account, in addition to the new port investment cog, the tota port
investment cogt in the long term amounts to 255.4 hillion pesos. On the other hand, the long-term
total port revenues and the ongoing foreign loan disbursement are 255.7 and 8 hillion pesos
respectively, resulting in a surplus of 8.3 billion pesos.

However, the cargo typewise comparison of revenues and invetment cost has important
implications. The financing of internationa container terminas produces a surplus, but other types of
port development projects result in deficit. In spite of this fact, there will be an overdl surplus.
Therefore, the greater part of public port development will be able to be financed by public port
revenues in the long run with internad fund gppropriation. "Internd fund gppropriation” or "Cross
subsidy” from profitable international container terminds to financidly pressed domestic cargo
facilities will be needed for agood while.

Table 18.3.1 Comparison of Long-term Port Revenues and Investment Cost

(Unit: billion pesos)

Accumulated | On-going New Port Accumulated Accumulated | Dividend | Remaining:
Port Revenues | Foreign Loan | Development Cost | Maintenanceand | Loan payment | (5) = (D)+(2) -
(@) Disbursement | (3) (Including Operationd Cost of | Repayment 3)-@

(@) Maintenanceand | Existing Port and Interest

Operationa Cost) Facilitiesand
Equipment
255.68 8.00 167.42 50 1560 2740 8.26
Sub-tota (4): 88.00

Note: On-going foreign |oan projects are Subic Phase-1, Batangas Phase-2 (Stage-1) and Mindanao container terminal
Source: JCA Study Team

18.3.2 Comparison of Short-term (2004-2009) Port Revenues and | nvestment Cost

The short-term (2004 - 2009) totd port investment cost is 46.2 billion pesos, including maintenance
and operational costs for newly built facilities. However, when the maintenance and operational cost

18-5



of existing port facilities and equipment, loan repayment and interest, and dividend payment to the
nationa government in addition to new port development costs during 2004 and 2009 are taken into
account, the tota port investment cost amounts to 66.0 billion pesos. On the other hand, the
short-term port revenue and the on-going foreign loan disbursement are 45.8 and 8 hillion pesos
repectively, resulting in a deficit of 12.2 billion pesos in the short term. Accordingly, the
introduction of a low interest foreign loan in addition to internd fund appropriation is necessary for
port project implementation in the Philippines. If the loans are obtained, a surplus will be registered
in the short term. In addition, if port charges are raised, financia situation will be further improved.

Table 18.3.2 Comparison of Short-term (2004 - 2009) Port Revenues and Investment Cost

(Unit: billion pesos)
Accumulated | On-going New Port Accumulated Accumulated Dividend | Remaining
Port Revenues | Foreign Loan Development Cost| Maintenanceand | Loan Repayment | Payment | :
@ Disbursement 3 Operational Cost | and Interest 5=
2 (Including of Existing Port @+®-
Maintenanceand | Facilities and 3)-@

Operationa Cost) | Equipment

9.93 372 6.20
45.79 8.00 46.19 - 1225
Sub-totd (4): 19.85

Note: On-going foreign loan projects are Subic Phase-1, Batangas Fhase-2 (Stage-1) and Mindanao container terminal
Source; JCA Study Team

184 Cash Flow Analyss of Port Authorities
1841 PPA

PPA's cash flow in case of the short-term project implementation shows that the ending cash balance
is dways surplus towards the future. The JCA Study Team assumed that al port chargesremain a
ther present leve up to the year 2024. Cost estimation for new investment are as follows:

(1) Batangas Phase-2 (3 internationa container terminals) project is implemented by 2010. The
tota investment cost between 2004 and 2009 is 2.55 hillion pesos, including land acquisition
Cost.

(2) So-cdled Philippine Port package project is implemented during the short-term plan period.
The Philippine Port package project conssts of 4 port expanson projects a the ports of
Zamboanga, Generd Santos, Davao and lloilo. The total investment cost between 2004 and
2009is 7.6 hillion pesos.
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(3) PPA ds0 invests in port development and improvement projects a necessary ports within the
PPA port system. The totd investment cost between 2004 and 2009 is 13.2 hillion pesos, and dll
investment cost is supplied by PPA's own fund.

PPA's cash flow with the above assumptions indicates that the ending cash balance goes down to
1.75 billion pesosin 2005, but steadily increases after 2005.

1842 CPA

CPA's cash flow in case of the short-term project implementation shows that the ending cash baance
is dways surplus towards the future. The JCA Study Team assumes that al port charges remain a
their present level up to the year 2024. Cost estimation for new investment is as follows:

(1) Cebu Internationad Container Termind Phase-1 project is implemented during the short-term
plan period. The totd investment cost between 2004 and 2009 is 3.7 Lllion pesos, including
land acquisition cost.

(2) Internationd container cargo will be handled a the existing multi-purpose berth with gantry
cranes, until the new internationa container termina is operationa in the second haf of the
short-term period. The cargo handling capacity at the existing mult purpose berth is assumed to
be 200,000 TEU per year.

(3) Thereisno remarkable port development project except for ordinary repair and maintenance.

Based on the above assumptions, CPA's ending cash baance continues to go up towards the future,
assisted by steadily growing port revenues.

185 Financial Feadbility of Representative Projects

The financid feasibility of representative projects of each port function-wise project group is shown
in Table 185.1. FIRR vaues of internationd container termina projects (Batangas Phase-2, Subic
Phase 1, Cebu Phase 1, and Davao New Container Termind) are grester than 7%. On the other hand,
basaed on the present port charge the FIRRS of Zamboanga and Aracdi ports show a negetive vaue.
Theo of Generd Santos and llailo is 1.5% and 3.6% respectively. This is because the present port
charge for domestic cargo handling is set lower than that required for project sustainability. If the port
charges at these three ports are increased by 15 -116%, FIRRs exceed 3%. If port charges are not
normalized, it will be difficult to redlize port development projects and private sector participation.
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Table 185.1 FIRR of Representative Short-term Port Development Projects

Ports Group Port Representative Project InvesmentCost | FIRR
Internationd Baangas Batangas Stage-1 4.150 bil P 80%
gateway port Batangas Stage-2 1530 hil P

Subic Subic Phase-1 6.800bil P| 11.1%
Cebu Cebu Phase-1 3.700 bil P 74%
Davao Int | Container Termind (250m) 2.600 bil P 9.9%
Principa Zamboanga | & D Multi-purpose berth (200m) 1670bil P| 3.79%*1)
international Generd Santos | Domestic Multi-purpose berth (200m) 1670bil P| 3.1%"2)
trade port lloilo Internationa Bulk/Break Bulk Termind 1.700 bil P 4.9%
Regiond port Aracdi RO/RO Termind 0.039hil P| 3.0%*3)

Note: * are caculated based on raised port charges. 1); increase of 80%, 2); increase of 15%, 3); increased of 116%
Source: JCA Study Team

18.6 Development of International Gateway Port

PPA is planning to congruct a large scae international container termina, the Phase-3 project of
Batangas, after completion of the on-going container terminal project. The Team's cost estimation
shows that 1.885 billion pesoswill be invested asthe initid construction and equipment cost in 2010
and 2011. According to the caculation, the financid internd rate of return (FIRR) is etimated a
25%.

The cash flow andlysis of a port development project often indicates that the ending cash balance
turns out to be a deficit in the short run. Thisis because the port must continue to repay the principa
and interest of a loan before new port facilities are able to generate expected revenues. Thisis aso
true for prosperous internationa container termina congtruction projects. The cash flow of Phase 3
project of Batangas Port dso shows that the ending cash balance is deficit from 2010 to 2014. The
maximum accumulated deficit of the Phase-3 project is 478 million pesos. The Port of Batangas will
be in a very precarious financid gdtuation unless it receives asssance from PPA. The project
becomes profitable from the sixth year, but until that time the Port of Batangas will need help in
coping with the enormous deficit.
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18.7 RO/RO Port Development and Financial Scheme
18.7.1 Financial Scheme of RO/RO Ports Development

The JCA Study Team proposes the Nationwide RO/RO Port Development Plan, which conssts of
the following three development categories:

1) Mgor Corridor Development Project,
2) Mobility Enhancement Project, and
3) Remote Idand Project.

Sources of financing for these projects include DOTC's generd fund, low interest foreign loans,
DBPs 2 gep loan, PPA's own fund and private sector's own fund, depending on the financid
viahility of each RO/RO port project.

Large scde RO/RO port projects where the traffic demand and profitability are sufficiently high can
be implemented by the private sector because alarge amount of traffic demand is anticipated at large
scae candidate ports, and revenues from the traffic will make the projects sufficiently profitable.
DBP financidly assgts private investors in accelerating SLDP's RO/RO port projects. PPA is dso
playing an important role in accelerating RO/RO port development. In particular, PPA is keen to
develop financialy viable RO/RO ports which are covered by the Western Sea Board project.

When the FIRR of candidate RO/RO port projects is not greater than 15%, but those projects meet
the medium scde traffic demand, private sector will be reluctant to participate in RO/RO port
development without deregulation and incentives. Instead of a privatized financid scheme, DBP's 2
dep loan, low interest foreign loans and PPA's own fund can be used to financidly asss those
medium scale RO/RO port projects. On the other hand, when traffic demand is smdler than the
above cases, the nationd government should basicaly finance such RO/RO port development by
means of DOTC's generd budget. At the same time, PPA may aso dlocate funds and other resources
to make those smdl scade candidate RO/RO ports effective dternative modes of trangport and foster
domestic /inter-idand trade and commerce.

The above financia schemeis based on the present RO/RO port charge regulated by PPA. However,
it would be possible to introduce foreign loan and private sector participation to smal scde RO/RO
port development if the following financid tactics are Strategicaly teken by the relevant nationa /
loca government.

1) Port charge normdization,
2) Reduction of RO/RO port construction cost, and
3) Introduction of investment incentives for private investors such as loca tax exemption,
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government's financial assistance and so on.

Table 18.7.1 Relation between Financid Internd Rate of Return (FIRR)
and Possible Financing Source

FRR Financing Remarks

Project's Privatization; Supervisonisrequired to ensure public utilization

FIRR>16-1/% B.O.T/Concession Contract | of ports

Project's Vesd procurement & shipping business can be
DBP(9.511%,15Y) . : .

FIRR>12-13% financidly assisted

Project’s I nterest rate was sharply reduced in 2002.
ADB(5.6:5.8%, 25Y ' i i

FIRFS7.5% ( () ) However, atight [oan POlI(:y for port infragtructure

development has been introduced.

Project's . .
ODA(2.2%, 30Y) The lowed interest rate currently available.

FIRR>3-4%

Project's , Government or public fund must be efficiently
Locd or Public Fund _ -

FIRR<2% dlocated. Crosssubsdy canbe utilized

Table 18.7.2 Project Implementation Bodies for RO/RO Ports Devel opment

Private | PPA's Own Foreign National
Sector's | Fund (PPA DBP Loan |Government
Own Fund Port) Assistance] Assistance | Own Fund
Large Tréffic * * * *
RO/RO Project A lTarge amount of traffic demand is anticipated. Project has
considerble profitability. Privatization scheme can be
Medium Traffic * ® *
RO/RO Project Insufficient traffic demand for fully privatized project.
However, project implementation is vital to regional
Small Traffif: o A R o
RO/RO Project

18.7.2 Profitability of RO/RO Port Development
(1) Case Study
The JCA Study Team conducted a case study on short haul RO/RO port devel opment projects based
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on the present port charge and freight, vessel procurement cost and initiad construction/ maintenance
cost in order to find out the break point between financidly viable and entirely infeasible port
projects. According to the case sudy, FIRR of RO/RO port congtruction projects and/or shipping
operation busness is 4.6% and 14.8% assuming 4 round trip shipping services (100 passengers and
14 trucks loading capacity per one navigation) per day by 2 used vessels and a port construction cost
is 73 million pesos. On the other hand, if we assume only 2 round trip shipping services (same
conditions) per day by 1 used vessd and the same congruction cost, FIRR of RO/RO port
congtruction projects is merdly 1.2% (dthough the shipping operation business is financidly viable
with FIRR of 14.6%). However, even in case of 2 round trip shipping services per day by 1 used
vessd, FIRR of the consolidated project congsting of both RO/RO port congtruction and shipping
operation business increases to 11.1%. In al above cases the finance of shipping operation is based
on the utilization of used vessdls. Otherwise, the shipping side will bein adifficult financia postion.
It isessentid for RO/RO port investors to introduce suitable used vesselsto their shipping operation.

(2) Reduction of RO/RO Port Congtruction Cost

Reduction of RO/RO port congruction cost substantially improves the project financia viability.
Generdly spesking, RO/RO port condruction cogt is 50 to 100 million pesos if the typica
congtruction standard and the typical unit construction price are adopted. The above congtruction cost
aso incdludes the cost for RO/RO ramp, dair landing, causeway, back up area, navigation aids, access
road, and passenger termina. Among these port facilities, pavement of back up areas, congtruction of
passenger termina etc. can be postponed until the port is fully operationa and begins to collect port
fees. The congtruction of the access road should be shared between the port management body and
the road management body. In addition, the design of port facilities should be reviewed and
improved in order to reduce the construction cost. Making efforts to reduce RO/RO port congtruction
cost is one of the most effective ways to make RO/RO port development projects financialy viable.

18.8 Private Sector Participation

Increasing pivate sector involvement in public port development is an important policy of the
Philippines. In generd, when the value of FIRR is greater than 15 % or a private bank’sinterest rate,
it islikely that the private sector will be interested in financing a port development project.

However, even when a project has a high FIRR, it is gill necessary to offer incentives in order to
Secure private sector participation. The JCA Study Team recommends that measures such as local
tax breaks or exemption, financid support from the national government, financid assistance from
public banksand raising the port charge should be introduced to attract private investment in public
port development.
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18.9 Proposed Financial Policies for Public Port Development

Under the very tight financid Stuation of the national and locd governments in the Philippines, it is
important to maintain exiging facilities properly and use them effectively.

Secondly, under the severe financid Stuation, private sector funds should be utilized as much as
possible to accelerate port development. In order to accelerate the private sector involvement in
public port development, the public sector should make dl possble efforts to provide private
investors with investment incentives such as deregulation, enlargement of government's financia
assstance, tax exemption and so on.

Thirdly, to make the best use of limited funds for port development, over-investment and duplication
of investment must be diminated. There are a number of public port authorities functioning in the
Philippines. This can sometimes lead to ineffective port development projects due to the
superabundance and duplication of investment. It is dso very important to coordinate port
development projects with relevant surrounding projects such as highway congruction and EPZ
cregtion projects so as to maximize the benefits of projects. The role of the national government is
essentid to coordinate major port development plans.

Fourthly, the financiad coordination and gppropriate cost sharing within public sector should be
pursued in an integrated manner. Port development greetly depends on the highway network in the
hinterland of the port. Therefore, port and access road construction must be implemented at the same
time. Cogt sharing between the port and road sectors for access roads and related facility construction
should be introduced.

Findly, a flexible goproach should be taken to project financing. In addition to private sector
participation, dl possble funding for port deveopment should be pursued. Internal fund
gopropriation or cross-subsdy is one of the most practica funding methods. Low interest loan
should be aso utilized. Port charge normalization (raise) will create a number of salf-supporting port
projects. Furthermore, issuing of bonds should be introduced to generate the necessary funds for
infrastructure investment. Utilizing dl these possible funding sources, urgent port projects can be
efficiently implemented.
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18.10 Proposad Financial Strategiesfor Public Port Development

Based on the financid policies described in the previous section, practical financid Strategies for port
development should be taken to acceerate port investment as effectively as possible without delay.
The financid Strategies to be taken are summarized in the Table 18.10.1 and 18.10.2.

Table 18.10.1 Financid Strategiesto be Taken (1)

Rdevant Projectsto
Finandidl Strategy . Financid Policy
MenLs Financia Resources Concerned., and Remarks
Implementing
Agencies/Private Sector
1. Practicd Useof A number of financid LGUs or private Cod reduction will
Exiging Facilitiesand | resourcesare utilized, investors, whichplanto | increasethe viahility of
Formation of depending on project's congruct RO/RO ports, | projects.
Cost-saving Project financid viahility. in particular smdl sde
rurd portsfor inter idand
trangport.
2. Internd Fund Port revenues, mainly Almog dl domegtic Growing internationd
Appropriation or Cross | generatedby cargo handling facilities, | container cargo handling
Subsidy internationa container including RO/RO and revenues can be used to
cargo handling feeder portsin rurd aress. | cross-subsidizeprojects.
3. Port Charge Port charge should be All port development It is hecessary towin
Normdization normdized(raised indl | projectsexcept understanding on port
accordance withthe international container chargenormdlization
gppropriate port port development project | from port usersand
operationand shippers.
management cost.
4. Domedtic Loan DBPs2 Step Loan: 85% | Large/ medium scde Interest rete is lower
Appropriation to 11%, depending on RO/RO ports than private bank's rate.
project vighility. Loan development projects, Borrowers do not have
period is 15 years. Graintermind projectsat | to worry about
Manila, Batangas, Cebu | fluctuaionsin exchange
andCD.O. rates.
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Table 18.10.2 Financid Strategiesto be Taken (2)

Rdevant Projectsto
Finendidl Strategy . Financia Policy
Menus Financial Resources Conoerned., and Remarks
Implementing
Agencies/Privaie Sector
5. Accderation of Private fund through I nternationd container Appropriate revenue
Private Sector Concesson/BOT. Private | termindsat Manila sharing between public
Participation -BOT or Sector can utilizeDBPs | Port(ICTS, ATI). and private sector is
Land Lord Type 2 Sep Loan. Multi-purpose domestic | necessary. Public berth
Privatization- terminasat North utilization must be
Harbor. secured and maintained.
6. Bond Issuing Both internationa and Highinterest rateis Bond issuing agency
(Long-term Policy) domestic monetary anticipated for bond must stisfy the
resources can be repayment. Thus, bond financid rdiability
collected Useful and issuing should be requirement. Financid
necessary whenforeign | restrictedto profitable vigbility of project must
loan disbursement port devel opment a0 be verified
reaches the maximum. projects. (Internationd
container terminds,
internationa bulk
terminas)
7. Foreign Loan Low interest foreign loan: | Medium scde port Projects must satisfy
Appropriation ADB-5.6%1058% development projects. required FIRR vaue.
interest with 25 year loan | Internationd container Foreign currency
period; BIC- 22% termind projectsaremost | stability must be dso
interest with 30 year loan | suitable. taken into account.
period.
8. Expansion of Nationd government's RO/RO feeder ports Nationd government's
Nationd Government's | generd account. At developmernt projectsin | tight financia condition
Infrastructure present, some 1% o paticular, sndl scde is expected to continue.
Investment Budget nationd capitd outlay is | RO/RO feeder portsrdy | DOTC'sfund should be
(Long-term Policy) spent for public ports. on the nationd invested injoint venture
government's fund. port projects between
LGUs and privete sector
to accdlerate port
development.
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