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 aso be selected on the basis 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) Portsfor Internationd Trangport

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

There will be fourteen (14) ports handling internationa bulk and break bulk in 2009. Of the eight
ports which are not international gateway ports, four ports (lloilo, Generd Santos, Zamboanga and
San Fernando) are developed as Principd international trade ports while the other four ports are
developed as Mgor ports.

Strategic Development Ports, which will be developed from 2004 to 2009, and their required
fecilities are aso shown by each planning option in Table 11.2.1. Eight berths for internationa
container and three berths for international bulk and break bulk are required to be developed
(including "multi-purpose usage” with other cargo). The outline of the magjor Strategic devel opment
of individua port will be explained here (see dso Appendix 10.4.9 and 10.4.10).
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1) Internationa Gateway Port

a) Subic

- Two international berthswill be developed by 2009.

b) Manila(MICT and South Harbor)

- The exigting facilities can accept the increased demand by 20009.

c) Baangas

- In order to handle the demand of internationa container, two berths will need to be developed by
2009.

d) Cebu

- One berth for international container will be developed by 2009.

e) CDO/MCT

- The exigting facilities can accept the increased demand by 2009.

f) Davao

- Initidly, one quayside crane will be ingtaled to increase the container handling efficiency. Due to
the narrow container handling yard, yard expansion including the construction of an additiona
berth is desrable. As a result, two quayside cranes for international container and a 250m
expangon of the existing berth are required by 2009.

2) Principal Internationa Trade Port

a llailo

- For handling internationa bulk and break bulk, 400m berth extension is required by 2009.

b) Generd Santos, Zamboanga and San Fernando

- These three ports are dso principa internationd trade ports. The existing facilities can accept the
increased demand until 2009 at these ports.
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3) Mgor Port

- Four ports are considered as Mgor ports. At Legazpi, one of the Mgor ports, although one more
berth is required by 2009, this development shal be implemented at Tabaco or Pantao due to the
gpatiad limitation there.

(2) Portsfor Domestic Transport

1) Portsfor Establishment of a Nationwide Maritime Transport 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 al seven ports (i.e. Manila (North Harbor), Cebu,
lloilo, Cagayan de Oro (CDO/MCT), Daveao, General Santos, Zamboanga) as well as Batangas port
ingtal container handling quayside cranes such as amobile crane, and that gearless container vessals
be used a 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 at 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 break bulk (including "multi purpose usage' with other cargo) are
required to be developed. The outline of the mgor development of individua portswill be explained
here (see dso Appendix 10.4.9 and 10.4.10).

ad Maor Domestic Container Port

- Among 7 mgor domestic container ports, 5 ports (Manila (North Harbor), CDO/MCT, llailo,
General Santos and Zamboanga) will ingtall quayside cranes.

- Cebu will utilize the exigting gantry crane for domestic container after construction of the new
internationa container termind.

b) Mgor Port

- Inorder to ded with domestic bulk and break bulk cargo, berths at Dumaguete, Taghbilaran, Lipata
and Dapitan will be developed. Although Nasipit is aso required to be devel oped, domestic bulk
and bresk bulk cargo will be handled at Masao since soil conditions surrounding Nasipit are not
suitable for expansion.
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- One quaysdde crane for the domestic container cargo will be introduced at Batangas port taking
into account the nationwide network of domestic container portsfor gearlessvessdls.

¢) RO/RO Port for Mgor Corridors

As mentioned in chapter 10, RO/RO ports dong the two mgor north-south corridors aready have
RO/RO ramps. However, Liloan Port and Lipata Port need additiona RO/RO ramps to cope with
increasing transport demand until 2009. In addition, Caticlan Port should be promptly improved to
secure an efficient trangport network. Moreover, Mansday Port, which has deeper basn areaand 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 drategically located and can form an
advantageous sea route to Lipata port in Mindanao Idand instead of Liloan Port, should be promptly
developed. In this regard, taking into account the uncertainty of the improvement of land linkage
between Panaon Idand and Lyete Idand, it is assumed that both the Lipata—Liloan route and the
Lipata—San Recardo route will be operation in 2009. Thus, 5 RO/RO ports for mgor corridors
should be Strategically developed by 2009. The 5 ports are listed in Table 11.2.3. The RO/RO port
network for mgor corridorsin 2009 isshown in Figure 11.2.3.

2) Formation of Maritime Transport Bases to Support Regiona 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.

a RO/RO Port for Mobility Enhancement

Fifty-one (51) ports are selected as RO/RO ports for mobility enhancement in 2009. Among them,
forty-nine (49) ports are salected based on the following criteria

- RO/RO cargo volumeis about 30 thousand ton or more in 2009 (except for RO/RO ports for
major corridors)

- Theportisprioritized if it islocated in the SZOPAD

- Road connection isgood in 2009 (except for portslocated in the SZOPAD and dong the East
Luzon Link (seeFigure 10.2.1))

- Theport has different hinterland of neighboring RO/RO ports

- Theport is able to contribute to formulate the close linkage between the north-south corridors
(except for portslocated in the SZOPAD) or the East Luzon Link

11-7
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Figure 11.2.3  RO/RO Port Network for Major Corridors (2009)

Regarding the above 5th criterion, since it is necessary to closely link the two major north-south
corridors immediately to enhance the mobility in this country, four linkage routes, i.e. Trans Visayas
RO/RO routes are proposed in this section as follows.
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LinkageRoute 1. Matnog/Sorsogon - Bulan - Mashate - Mandaon - Culas (Roxas)

LinkageRoute2:  Tacloban - PAlompon - Bogo - Hagnaya - Sta. Fe - Bantayan - Cadiz
- Conception - Culas (Roxas)

LinkageRoute 3:  Lipata- San Ricardo - Padre Burgos - Maasin - Tapd (Ubay) - Tagbilaran
- Loon - Argao - Santander - Dumaguete

Linkage Route4: Manila- Coron - Taytay - Cuyo - San Jose de Buenavigta - lloilo - Bacolod
- San Carlos - Toledo - Cebu - Jetafe - Guindulman - Guingliban - Balingoan
- Cagayan de Oro

Twenty-nine (29) out of 49 ports will contribute to the forming of a close linkage between the
north-south corridors. Although Conception Ports does not clear the above 1 criterion of cargo
volume, it should be involved in the short-term devel opment plan because it is very important for the
formation of linkage route 2.

In addition, the mountain range in Eastern Luzon is an obstacle to improving the road network.
Consequently, especidly the people of coastd towns facing the Pacific Ocean find it difficult to
trangport goods and to move to/from the Centra and Western Luzon as well as within the Eastern
Luzon. Therefore, it is necessary to form amaritime linkage which connects to the national roads and
complements the road network in this area. This maritime linkage is proposed as the East Luzon
Link in this Study. The 8 ports selected to form this East Luzon Link are asfollows.

Redl Port - Dingalan Port - Baer Port - Casiguran Port - Dilasag Port - Pdanan Port - Maconacon
Port - San Vicente Port

On the other hand, twelve (12) out of 49 ports are selected by priority because they are located in the
SZOPAD.

Other two ports, Tabaco port and Ozamiz port are salected because they need additiond RO/RO
ramps to cope with increasing trangport demand in 2009.

Twenty-eight (28) out of 51 ports should be newly devel oped as strategic development ports by 2009.
The 51 RO/RO ports for mobility enhancement and 28 drategic development ports are listed in
Table 11.2.4. The RO/RO port network for mobility enhancement in 2009 isshown in Figure 11.2.4.
The RO/RO Ferry Service Routes for mobility enhancement in 2009 arelisted in Appendix 11.2.1.

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.
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Figure 11.2.4  RO/RO Port Network for Mobility Enhancement (2009)

b) RO/RO Port for Remote Islands Development

In order to support the daily life in remote islands and remote islands development, thirty-one (31)
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ports are selected as RO/RO ports for remote idands development in 2009. These ports are salected
based on the following criteria

- Population of theidand that has existing port facilitiesis more than 10,000 in 2009

- Theport isprioritized if it islocated in the SZOPAD

- Income classfication of the municipality where the port is located is 5th or less in 2001
(except for portslocated in the SZOPAD)

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

- The port has high growth potential of hinterland (except for portslocated in the SZOPAD)

For remote idands that have a population of more than 10,000 in 2009 and existing port facilities, a
port in such anidand is given priority if it islocated in the SZOPAD, or the income classfication of
the municipality whereit islocated is 5th or less and it has high growth potentia of hinterland. Good
linkage between remote idands and main land/idand is very important for securing the civil
minimum requirement in Batanes areaand Sulw/Tawi-Tawi aress.

Twenty-seven (27) out of 31 ports should be newly developed as strategic development ports by
2009. The 31 RO/RO ports for remote idands development and 27 strategic development ports are
listed in Table 11.2.5. In addition, twenty-six (26) ports are selected 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. Among them, four (4) ports should be newly developed. The 4 ports
arelisgedin Table 11.2.6. The RO/RO port network for remote idands development in 2009 is shown
inFigure 11.2.5. The RO/RO Ferry Service Routes for remoteidands devel opment in 2009 are listed
inAppendix 11.2.2.

Among the 120 remote idands which have existing port facilities, 64.3% of the population will have
safe and improved access to population centers in 2009 as aresult of the proposed project (30.1%in
2000).

c) Socid Reform Support Port

From the 22 socid reform support ports described in chapter 10, seven (7) ports are selected from the
viewpoint of promptly securing the accessibility of isolated idands/areas with high growth potentid.
The 7 ports are listed in Table 11.2.7. The location of socid reform support ports is shown in Figure
11.26.

The percentage of remote idands and certain isolated areas/idands without sufficient port facilities

(126 idandg/aress in totd) will decrease from 92.9% in 2001 to 71.4 % in 2009 as a result of the
project (see Figure 11.2.7).

11-13



yT-TT

12 S v T v 43 1€ IT

o o Uiy o 65T'SC 65T'Ge nins ueeted NINY V| (Ime1-1ve 1) Nins ap ueAeBeD[Te
o o o [ o 8TE'09 8T€'09 mngis NN Y (mngis) exbueisjoe
o o - o OFE'LE €61'99 oefuog NINYY uourelez
o o - o €8C'€C €€G'9E nunwiS NINYY uefuepu| B1gn L |8z
o o - o 6T9'8T T9'8C seqnpue L NINYY (edes-edes) seqnpue L |2z
o o - o £67°CT G0Z'TE Ueign yinos NN Y uesedue | Joz
o o s o 6€8'9T 618'2C urepued NN Y| ede|sz
o o Uiy o 9Sv'ST 600'LT Inde | NN V| Inde L [z
° o [ o 95'SS 91G'/9 seis NINYY sesfez
o o s o 150'TC €€5'TC snbn NN Y snbnlzz
o o s o 020TT LIY'ET erd NN Y erd|Tz
o o [ o 0¢8'€C 656'62 ue.einbued NN Y (Leyequiss) ueseinbued joz
“I5U0D) Bui0b-uo duey OX/OY-T o o o g 9T.'T8 20L'€2 cebers 111X uoifey (Vdd) edealet
o o o s 9T.'T8 T.L'S cebres 111X uoiboy (fesieL) oyieg Ues|8T
o o o g TOE'TZT T20'TE ®beulq 111X uoiBey (vdd) esor ues|.t
o o o g TOE'TZT 2€9'0T ®beulq 111X uoiBey uent ues|ot
o o s o GGE'ST 625'2C neq 1X uoibey (s1ineg) buipuebned|st
o o o g LT'16 96T'T0T feures 1X uoibey uenndex |yt
o o o g £v8'0¢ 88T've Buuide 11A Uoifiey oboid et
o o o s 060°€T 060'€T uosuod 1A UoiBay ('s1 uosuod) e|d et
o o o o g 792's8 6v6'7C sojour) 11A Uoifiey (vdD) odod|rT
o o o o s 0¢8'STT 191'92 uefejueg 11A Uoifiey (vdO) (s uekeiueg) o eis|ot

o o pig o Z8E'TT 16G'TE Jeceed Al UoiBay ceceed|6

o o o s o Le8'0e 829'€T Uerwng Al UoiBay 1pelv|8

o o o [ o 095'2T 268'LT uoiInd Al UoiBay uolno |z

o o o [ o S6T'LT ov8'ze 0And Al UoiBay (vdd) 0AnDf9

o o o o s T28's9 2G0'ST ueAngis Al UoiBay (BuemipPe ) Buonguiv |5

o o o - .'08T 689'LT se|eL Al UoiBay (s1seeL) a4 Bs|y

o o o s 77.°08T 90T'TT se|eL Al UoiBay eneseEdle

o o o o s YOT'61 69.'LT BRIV Al UoIBay BRIV|e

o o o s 820'€T 2€8'L werg || uoiBay oxseg |t

(T002) (T002) sealy sauoz (T002) (6002) (6002)
Buileo Wwewdopreq 21Wouod3 eIy Anedouniy
suod SPSSON dwey |wsunoyl Aoud [ ereds uIsnpul | pueRIuIH | jouomeoyssep |sesivined | puesijo | Anedounpy pues|
Sieusy wewdopre@ od/oyd od/od pwelBluIH Jo [ehusiod Yimolo WA swodu| pueadead | uomeindod | jo uoreindod joaueN uoiboy Hod joaweN
oiferns Bunsixg Bunsia 1RO

(6002) WewdopArs( Spuefs| 10wey 104SH0d OH/0Y 10 517 SZTT 3l L




ST-TT

Peoy poo9) Jaylo 0} UOHBUUOD AemyBiH feuoireN aue Z 0]uondsuuo) o AemybiH [euoieN aueT { 0l UOMdBUUOD Ty BION
v

o - o - £67'99 NINY Y| (ueuse-bed) oebuogloz
o o UG 60572 NN Y feund|se
o o o pig 285'00T NINYY| (vdd) ojor}rz
o o o puz 6T0' VT [11X Uoibey (vdd) oebunsjez
o BT 7€8'S61 [1X uoifey (Vdd) sowes [esuesfze
o ST 8E6'69 IX uoibey uodnftz
o o BT LT2'S0v'T IX Uoibay (Vdd) (eses) oenealoz
o o o ST TST'E8T [1IA Uoibay (vdd) sowiO|6T
o g 0182 [1IA Uoibay eloeeL|sT
o o o ST 226'66 [1IA Uoibay (vdd) ueboreqred|,t
JuswRoURyU A |IGON 104 Mod OH/OY o pug 85/'69 [1A uoidey (Aeqn) redeLjot
o o ST SpT'8e8 [IA uoifey (vdD) ngeD|stT
$I0p110D I0few Jo} Lod OH/0Y o o ST 888'7ZY IA uoibay (vdd) opol1}vt
o o ST 60219 Al Uoifay (vdd) wiod s @yoo.igfetT
) o ) BT 255202 Al Uoifay (vdd) essoulid orend|et
usWROURYUT AJ|IGO N 104 1od OH/OY o BT GZ1'29 Al Uoifay ferke] Tt
o o puz 9ee'0y Al Uoifay (vdd) uoJoojot

o o Ui 0v8'ze Al Uoifay (vdd) 0AnDl6

o o o Uiy 208'sy Al Uoifay (Vdd) uojquiod|s

o o puz 6/9'09 Al Uoibey umed|,

SI0p14100 Jofew 10} Liod OH/OY o o o Uy €29'1S Al Uoibay sexod|9

$I0p1110D I0few Joj Lod OH/0Y o o T €€/'60€ Al Uoifay (vdd) sebuereg|s

o o BT 062'SvZ Al Uoiay (vdd) eusonly

o o puz 25602 Al Uoifay veuowny|le

o o pig 98€'8E Al Uoibay (Vdd) reed|fe

o o g €ET'TT | uoibay (vdd) oew1nDft

(6002) (T002) (Tooz) (T002) (6002)
suod Buieospssen | duey Aedpuniy
wewdopreg SS90V od/0Y 0Oy/0Y | Jouomeoyssep [ Auediounpy uoifey 1od joaureN
SHleuny aiferns peod T« Bunsng Bunsixg awoou| jo uoendod

(6002) spues| a10wey HuosuUoD sHod OY/OY J0 IS17 92 TT 30l




LEGEND
| Popuiation of Remote Islands
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Figure 11.2.5  RO/RO Port Network for Remote Islands Development (2009)

11-16




LT-TT

peoy poo9 JBUyio 0} uonteuUUoD  ‘AemyBiH feuolleN 8UeT Z 03 UOHIBUUOD o ‘AemybiH [EUOMEN BUBT ¢ 01 UOIoBULIOD Ty BION

L 0 0T 6 74 S
A0 oegeloD 4o uejd Juswdo pAsp)
Hod MBU BU) 0} SAIFRUR) [ Ue Se Jod o o ) o 679'69 BT Buered NINGY| Buesed|ez
10d edeq 1o} 1od Arejews |dwod o o - 9T.L'T8 cebrers 102'0T s f|d] 111X uoitey R|d]te
110d 8sor ues Joj Lod Arejuewe dwod o o - T0E'TCT ebeuld | 800°2T uis rbeuig| 111X uoibey ©1j0053]oz
JBAY Uesnby Buwiopel
Speo. ssaode Jood Yiim saiiiedipiunw oy
uoireLodsue orem Buipiroid Lod ALY o o - i, ‘vz ST Ao veming] 111X uoiBey fediouny vening|et
©oJe pIRR|0S| o o o - 599'25 pig Buequiied 11X uoifey Buequiired|st
onip o o o o 218'22 - sseueo|  |IX uolbey sseueo /T
INS Bp ceue Joeale uBsyinos
a1 01 1810 Jayjoue Buipirold 1od o o ) o SP6'6E - Bueqeen] 11X uoifey edounp Buegere]ot
1i0d sobing auped 0}
anoJ ess (Aeg poBos) Aeg-sso.o 10} 1od o 206'CT s oospueld ues|  |11A uoifey 005 ouel Ues|ST
1od enasede e Joy 1od Buoeuuoy o o o o 0T6'7€ Uiy olpiys| ues| 111 uoibey oipIus| uesiyT
1dsefie]
0] Jewes ueyLoN Jo saniedounw
15200 1SE8 WU} 3IN0J AR UIB] R J0) 1Iod o o o 6T.L'Y9 pig Buece] 111A uoifey BueoceleT
eludopAsp 1od MON ‘pUefS| paFR|oS| o o - 705'L uezeung | 29/'9z uis o4 Bis 1A\ UoiBey gnbuefet
wswnol Jo enusiod ymoub ybiH
‘wewdopnsp Lod MBN ‘puefs! pare|os| o o - 228'c enasedee N | 9v8'08 pig uefejuequeeq I1A UotBey enasedee W|TT
swdopAsp Lod MBN ‘PUefS! paTe|os| o o - 589'6 eRIWSS | L/T'EC U eAneo IA Uoiey eRIWSS|oT
©oJe pIRR|0S| o o - 8V5'VE Uiy pneg A UoiBey Buedwneole
‘S| 8legse N JO JelUaD S1oNpoid aule o o LT2'TS pig souBe|IN A UoiBey soie|in|s
110d S2IpUY Ues oy pod Asejuswe (dwod o o o 1GT'9E uw SaIpuY Ues A\ uoibey fenebue Nz
1od Aemebule | Joy 1od Buiosuuod o o o 6VS'Sh uw ueowre.r) A\ uoibey 1UAIA Ues|o
©de poe 0S| o o o o - v/.'8T uis BUINIIS A UoiBey TS &
1i0d ewniS Jo} Lod Bunosuuo) o o o o 826' /Y Uiy SOPR0BIN A\ uoibey SOpROR N7
1od |pdely Joj od Arjuswsdwod o o o - 128'0¢ uerwng | /8L'0z U terewnq Al uoifiey verewnale
1i0d uozan® Jo4 1od Bunssuuo))| o o o 662'SL puz eJewns Al uoibey ezxewnolz
110d ece|V J0j 1iod Arejusuw|dwoD) o o - Y0T'67 Ry /G2'sT uis uozanQ) Al Uoifey uozenQJt
sealy seuoz By (6002) (6002) Anedpuniy
suod wewdopreg 21WouU0dg Sealy pueIH | wewdopreg | sseooy | 's|alowey |pues|eowey | Aedpiunpy 10 Aiedounpy
Sy rewsy Jwewdopred| wsunol Ajuoud | ereds | eusnpul | ueleyeqa pue peoy T jo jo jo uorealysse D jo uoifiey Hod Jo3ueN
2iborns puelRUIH JO RIUBIOd YIMOID 80ead uoie|ndod aueN uoire|ndod awoou| aweN

(6002) sHod Hoddns w0y [e1oos Jo 1s17 L2 TTal0el




4 Lane Nat'l Roads

Proposed developement
Ports

Proposed Sea Routes

Figure 11.2.6 Location of Social Reform Support Ports (2009)
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3) Portsfor Passenger Trangport

Same to the long-term plan, it is expected that the mgority of maritime passengers will be
trangported by conventiona 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
passengerswill be trangported by RO/RO ferries and/or passenger vessels.

11.3 Edimated Cost for the Development and Development Schedule
The investment cost by planning options and the development schedule during initia five years will
be shown in Table 11.3.1. The development schedule is proposed taking into account the urgency

and importance of them. Totad investment cost during five years is about 41 hillion pesos, and the
cost of the urgent projectsisabout 15 hillion pesos.
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Chapter 12 Environmental Consideration
121 Generd

"Sugtainable Development” requires that the environment be protected in the course of economic
growth. However, many infrastructure development projects aimed at promoting economic growth
and improving peoples living standards impact the environment of the project ste and the
surrounding area.

The history suggests that the culture of environmental compliance by industries as well as people
might not be sufficient to keep the State clean and free from pollution. Rivers and seashore around
the urban area are dways found full of debris and polluted water and main roads in the cities are
occupied by full of vehicles of which emisson causes serious ar pollution. However, the inland
trangportation now relies mostly on the trucks, buses and cars, and they generate the traffic
congestion badly which could lower the economic growth and people's hedth.

A State must grow to accommodate the increase of the population and the demand of the people and
industries for better life and business chances in the future. Consequently, the movement of cargo
and passenger will increase to meet the vitdized economic and socid activities, however, the
environmental condition should not be impared any more. It is essentid to sdect the
environmenta ly-friendly mode of transportation for the sustainable development of the State. The
maritime transportation is the most environmentaly-friendly method comparing with land and air
transportation. To accommodate the increased cargo and passenger and the stricter environmental
requirements, various modes of maritime transportation including long, medium and short distance
and Ro/Ro, conventiona and dedicated vessals will be employed.

Following the changes of types/sizes of the cargo and vessels, the types and sizes of the port facilities
are dso changed, and the needs of the people and industries will develop new navigation routes for
further economic and sociad growth. Therefore, the port development is one of the most critical
requirements to accommodate the expanding cargo and passenger flow with the least environmental
negative impact to contribute the sustainable development of the State now and in the future.

Environmental laws of the Philippines are fairly comprehensive, however, ensuring compliance with
these laws continues to be an issue. The Government is introducing the Environmental Management
System (EMS) with the self-monitoring gpproach for the industries to improve their environmental
performances. It is necessary for the industries aswell as public agencies to develop and promote the
culture of environmental compliance through implementing and maintaining the EMS and its
training to their employees, and it is essentid for the State to provide environmenta education and
training in school for children and students to promote and enhance understanding on the need for
environmenta protection and compliance.
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12.2 Ingitutional Framework for Environmental Consideration

1221 BadcFramework

The 1987 Philippine Congitution lays down the basc framework for environmenta policy.
Section 16, Article Il states that “ The Sate shall protect and advance the rhythm and harmony of
nature.” Section 15 of the same Article a'so mandates the State” to protect and promote the peopl€e's
right to health.”

The basic environmenta ordinance consists mainly of two Presdentia Decrees (PD.).

« PD. No. 1151 (Egablished and enacted on June 1977) : the "Philippine Environmenta Policy"
which congtitutes the environmental policy of the State, the responsibility, the Environmental
Impact Statements, etc.

e PD. No. 1152 (Egtablished and enacted on July 1977) : the "Philippine Environmental Code"
which regulates Air Qudity Management, Water Quality Management, Land Use Management,
Natural Resources Management and Conservation, Waste Management, etc.

1222 Framework for EIS System

Laws and regulations for Environmenta Impact Statement (EIS) System are fairly comprehensive
and the Procedural Manud for the EIS System is a big help for project proponents / stakeholders /
agencies concerned to prepare and/or review the EISIEE (Initid Environmenta Examination)
thoroughly and uniformly. However, 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 the ingredient of toxic
substances, such as heavy metd, etc. to prevent the spread of any toxic substances due to the
implementation of port development projects.

The EIS Sysem must be kept functioning as planning, regulatory and management tool and
improving those effectiveness with regard to the environmenta protection and compliance.

(1) Legd Framework

Presdentia Decree No. 1151, otherwise known as the "Philippine Environmental Policy,” isthe first
policy issuance on Environmenta Impact Statement (EIS) System in the Philippines. Effective snce
1977, section 4 thereof explicitly requires "all agencies and instrumentalities of the national
government, including government-owned and controlled corporations, as well as private
corporations, firms and entities to prepare an environmental impact system (EIS) for every action,
project or undertaking which significantly affects the quality of the environment.”
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The Philippine Environmenta Impact Statement (EIS) System was formally established in 1978 by
virtue of Presdentid Decree (PD) No. 1586. Reiterating the policy statement under PD 1151, it
declared environmentally critical projects (ECPs) and projects within environmentally critical areas
(ECAs) as projects which require the submisson of an Environmental Impact Statement (EIS).
Section 4 thereof provides that "no person, partnership or corporation shall undertake or operate
any in part such declared ECP or project within an ECA without first securing an Environmental
Compliance Certificate (ECC)." PD 1586 dso identified the lead agency for the implementation of
the EIS System and provided sanctionsfor itsviolation.

The mgor categories of ECPs and ECAs were identified through Presdentid Proclamation No. 2146,
series of 1981. The categories were given technicd definitions by EMB’s predecessor agency, the
Nationa Environmental Protection Council (NEPC), through NEPC Office Circular No. 3, series of
1983.

Since the issuance of the foregoing, the EIS system has undergone severd refinements to make it a
more effective planning, management, and regulatory tool in addressing environmental problemsin
the country. The DENR has consstently endeavored to strengthen and tighten the system, by
continuoudy introducing new features and requirements in response to changing economic redlities
and the growing environmental consciousness of the Philippine populace.

Thelatest of thiseffort isDENR Adminigrative Order (DAO) No. 37, series of 1996 or DAO 96-37,
which expresdy supersedes DAO 21, series of 1992. DAO 96-37 is an attempt to further streamline
the EIS system and to strengthen the processes for its implementation. (Definition of Terms for EIS
System defined in DAO 96-37 isshown in Appendix 12.2.1.)

In consonance with the basc policy of DENR described below, DAO 96-37 seeks to address the
following objectives

a) Ensurethat environmental congderationsareincorporated at the earliest possble
dtage of project devel opment.

b) Further sreamline the current procedures in the conduct of the Environmental Impact
Assessment (EIA) in order to improve its effectiveness as a planning, regulatory and
management tool.

c) Enhance maximum public participation in the EIA process to validate the social
acceptability of the project or undertaking so as to ensure the fullest consderation of
the environmental impact of such project or undertaking. (Section 2.0, Articlel)

(2) Rolesof theAgencies/ Entities Concerned

The Department of Environment and Natura Resources (DENR) basic policy governing the
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implementation of the Philippine Environmenta Impact Statement (EIS) System is articulated in
Section 1.0, Article | of DAO 96-37, to wit:

It is the policy of the DENR to attain and maintain a rational and orderly balance between
socio-economic growth and environmental protection through the sustainable use, development,
management, renewal and conservation of the country's natural resources, including the protection
and enhancement of the quality of the environment, not only for the present generation but for the
future generationsaswell.

To implement the policy above, Executive Order N0.192 designated the Department of Environment
and Natura Resources (DENR) asthe "primary government agency responsible for the conservation,
management, development and proper use of the country’s environment and natural resources.” Its
Environmental Management Bureau (EMB) is specificdly tasked "to recommend rules and
regulations for environmental impact assessments and provide technical assstance for their
implementation and monitoring."

The following table shows the review and approva agenciesfor ESl and |EE:

Table1221 Reviewingand ApprovingAgenciesfor EISand |IEE

_ Processing
Environmental ,
T f Project D ent Endorsing Officid | A ing Officia Timeframefor
0 ocuments ndorsin iCi rovin iCi
ypearta , J PProving EISor IEE (Not
Required
to exceed)
Environmentdly Critica DENR ,
_ EMB Centra 120 working
Project (regardless of EIS& ECC , , Secretary/EMB
] Office Director ] days
location) Director
Non-Environmentally
. _ IEE or EIS (Incaseof IEE) (Incaseof IEE)
Critica Project located ] o ) (Incaseof IEE)
) ] (judged by EIA Divison, EMB Director/ ]
in Environmentaly _ _ _ _ 75 working days
. DENR) & ECC | Regiond Office Regiond Director
Critical Area
EIA Divison Chief
Projects Not Covered by EMB EMB Director/
ECC ) ] ) 15days
the EIS System Centrd/Regiona Regional Director
Office

(3) Regquirementsfor Port Development Project

The port development projects are required to prepare the EIS instead of the |EE in accordance with
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the requirements of DAO 96-37 Procedurad Manud as described below.

Thefollowing projects and undertakings are covered by the EIS System:

1) Environmentaly Critica Projects (ECPs) which require EIS

Thefollowing categories of projects are designated as Environmental Critica Projects;

a) Heavy Indudtries
b) Resource Extractive Industries
1. Mgor mining and quarrying industries
2. Foredtry projects
3. Fishery projects
¢) Infrastructure projects (Detailed clarification on Infrastructure Projects described in DAO 96-37
Procedural Manual isshownin Appendix 12.2.2.)
1. Mgor dams
2. Mgor power plants (foss|-fueled, nuclear-fueled, hydro-electric, or geothermal)
3. Mgor reclamation projects (exceeding 25 ha)
4. Mgor roads and bridges
d) Golf course projects

2) Projectslocated in Environmentaly Critical Areas (ECAS) which require basicdly IEE

The following areas are designated as Environmentdly Critica Aress,
(Detailed clarification on Infrastructure Projects described in DAO 96-37 Procedurd Manud is
shownin Appendix 12.2.3))

ad All aeas declared by law as nationd parks, watershed reserves, wildlife preserves, and
sanctuaries,

b) Areas et asde as aesthetic potentia tourist pots;

c) Areas which congtitute the habitat for any endangered or threatened species of indigenous
Philippine wildlife (floraand fauna)

d) Areasof uniquehigtoric, archeologica or scientific interest

€) Areas which are traditiondly occupied by cultural communities or tribes (indigenous cultural
communities)

f) Areasfrequently visted and/or hard-hit by natural calamities (geologic hazards, floods, typhoons,
volcanic activity, etc.)

g) Areaswith critica dopes

h) Areasclassified asprime agricultura lands

1) Recharged areas of aquifers
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)

K)

1)

3)

Water bodies characterized by one or any combination of the following conditions:
1. tapped for domestic purposes
2. within the controlled and/or protected areas declared by appropriate authorities
3. which support wildlife and fishery activities
Mangrove areas characterized by one or any combination of the following conditions:
1. with primary pristine and dense young growth
2. adjoining mouth of maor river systems
3. near or adjacent to traditional productive fry or fishing grounds
4. which act as naturd buffers against shore erosion, strong winds and storm floods
5. on which people are dependent for their livelihood
Cord reefs characterized by one or any combination of the following conditions:
1. with fifty percent (50%) and above live coralline cover
2. spawning and nursery groundsfor fish
3. which act as naturd breskwater of coastlines.

Preparation and Submisson of EIS/ IEE

Proponents who wish to undertake a project that is consdered as an ECP, regardless of location,
must prepare an Environmenta Impact Statement (EIS). The EIS is submitted to the Environmental
Management Bureau (EMB) as the primary basis for the review and eventua issuance or denid of
an Environmenta Compliance Certificate (ECC) by the DENR Secretary. In generd, it is the EMB
that isrespongble for implementing the EIS system for ECPs.

Subject to the agreed-upon scope described in DAO 96-37 Procedurd Manud, an EIS shdl at least
contain the following basic items:

a)

Project Description, including data on project location, specifically describing the primary and
secondary impact zones, project rationale, alternatives, including aternative Sites or actions, no
action dternatives, and project phases,

Scoping Report;

Baseline Environmental Conditionsfor land, water, air, and people;

Impact Assessment, including a discussion of the impact of the project or undertaking on the
environmenta and public hedth;

Environmenta Risk Assessment, when appropriate;

Environmental Management Plan,

Proposasfor Environmenta Monitoring and Guarantee Funds when required;

Supporting Documents, such as documents on socia  acceptability, process of public
participation, technica and socio-economic data used, gathered, or generated; and

Accountability Statements of the preparer and the proponent.

For projects located in ancestra lands or domains, as defined under DAO No. 2, series of 1993,
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K)

or subsequently by law, of indigenous communities, a specific chapter in the socio-economic
impact assessment shal be devoted to a discussion of indigenous peoples concerns and possible
socio-economic, political and cultural impacts of the proposed project on such people.

For projects or undertakings with significant impact on women, a specific chapter in the
Socio-economic impact assessment shal be devoted to a discussion and consideration of gender
ISsues.

For projects or undertakings with significant impact on population, a specific chapter on the
socio-economic impact assessment shall be devoted to a discusson of the relationship among
population, development, and the environment.

On the other hand, proponents whose projects are located within ECAs are generdly required to
submit an Initid Environmentd Examination (IEE) to the Environmentd Management and
Protected Areas Sector (EMPAS) of the DENR Regiond Office where the ECA and the project are
proposed to be Stuated.

Subject to DAO 96-37 Procedura Manud, an IEE shal at least contain the following basic items:

a)

9)

h)

abrief description of the environmental setting and receiving environment, including the primary
and secondary impact aress,

abrief description of the project or undertaking and its process of operation;

a brief description of the environmenta impact of the project or undertaking, including its
SOCi 0-economic impact;

amatrix of mitigation and enhancement measures,

adocumentation of the consultative process undertaken, when appropriate;

a brief discussion of indigenous peoples concerns and possible socic-economic, politica and
cultural impacts of the proposed project or undertaking on such people for projects or
undertakings located in ancestral lands or domains, as defined under DAO No. 2, series of 1993,
or subsequently by law, of indigenous communities,

a brief discusson of gender issues for projects or undertakings with significant impact on
women,

a brief discusson of the relationship among population, development, and the environment for
projects or undertakings with significant impact on population; and

Accountability Statements of the prepare and the proponent.

However, the following criteria, among others, shall guide proponents and the DENR Regional
Office (RO) in determining whether a project in an ECA will be required to submit an EIS instead of
an |[EE:

a)

b)

significant environmental impacts have not been adequately addressed by proposed mitigation
and enhancement measures,
strong public opposition or low socid acceptability;
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c) highrisk to public safety, welfare, and hedlth;

d) useof ggnificant amount of highly pollutive substances
€) production of toxic or hazardous wastes; or

f) sgnificant socio-cultural impacts.

DAO 96-37 Procedurd Manua requires for "major ports and harbors' and "reclamation projects’
defined below to prepare EISinstead of |EE asfollow;

"Proponents of such projects are advised to proceed directly to the preparation of EIS instead of 1EE
and submit the same to the DENR Regiond Office concerned. However, the DENR RO may request
assistance from the EMB in the evauation or assessment of the EIS. In such case, the DENR RO
should involve the EMB in the entire process (e.g., from scoping to review).

a major_ports and harbors. condruction, sgnificant extenson, expanson, widening or
improvement of dl nationd, international and commercid airports, segports, and harbors.

b) reclamation projects filling or draining of areas (foreshore, marshes, swamps, lakes, rivers,
etc.) between five (5) to twenty-five (25) hectares.”

Therefore, port development projects must prepare the EIS insteed of |EE.

(The indicative ligt, shown in the Procedura Manua above, providing examples of projects or
activities whose proponents are required to submit an EIS instead of 1EE is shown in the Appendix
12.24)

Port development projects may include dredging, reclamation, pile driving, excavation and other
activities disturbing the origind ground/soil, and ports are sometimes located near river mouths,
urbanized area and/or industrial complex where there is some possbility toxic substances are
contained in the ground/soil. Should any toxic substances be contained in the origina ground/sail,
those toxic substances may be spread to other areas due to the port construction work and give
serious impacts to the environment. In order to minimize the potentiadity above, it isrecommended to
implement the soil contamination test during the EIS stage and include this requirement into the
content of the EIS as a mandatory requirement.

12.2.3 Framework for Pollution Control and Waste M anagement

Important legidation on pollution control and waste management covers air and water qudity
management, solid waste management, control of toxic wastes and hazardous substances, and
incentivesto control pollution.

PD. 984 - The Pollution Control Law - as amended by Executive Order 192, authorizes the
Department of Environment and Natural Resources to establish stlandards for ambient air and water

12-8



quality, effluent standards for water pollution sources and emission standard for air pollution sources.
It dso charges the DENR to issue permits to construct and operate air and water pollution control
devices. Findly, it gives the Pollution Adjudication Board, a quas-judicia body attached to DENR
the authority to issue fines and pendtiesfor violaions of PD. 984.

PD. 1181 supplements the provisons of PD. 984 by providing for the abatement, control and
prevention of vehicular pollution and establishing the maximum alowance emissions of specific air
pollutants from all types of vehicles. For water pollution control, PD. 600 as amended by PD. 979
prohibits the discharge of oil, noxious liquid substances, and other harmful substances into the
country'sinland and territorial waters.

For the proper management of solid wastes, PD. 825 prohibits the improper disposal of garbage
while PD. 856, otherwise known as the Sanitation Code, places the responshility on the loca
government units for the solid waste management in their area of jurisdiction.

The Toxic Substances and Hazardous and Nuclear Wastes Control Act (R.A. 6969) authorizes the
DENR to establish a program to regulate, redtrict or prohibit the importation, manufacture,
processing, sale, digtribution, use and disposa of chemica substances and mixtures that present
unreasonable risk and/or injury to health or the environment; to prohibit the entry, even in transit, of
hazardous and nuclear wastes and their disposa into the Philippine territoria limits for whatever
purpose; and to provide advancement and facilitate research and studies on toxic chemicas. With the
enactment of R.A. 6969, intractable chemicals such as polychloride biphenyls (PCBs), mercury,
arsenic and other toxic and hazardous materids are regulated, thereby strengthening previoudy
existing regulations which were specific to the control of particular substances such as pesticides
(P.D. 1144), and food additives, drugs and cosmetics (R.A. 3720, R.A. 6425, and PD. 280).

A landmark legidation for the control of air pollution is the Philippine Clean Air Act of 1999 (R.A.
8749), which provides for a comprehensive air pollution control policy. It further stipulates the
development of an integrated air quality improvement framework, standards on ambient air qudity
from mobile and stationary sources and mitigation of al sources of ar pollution. It also urges the
establishment of a comprehensgive air pollution control policy in the Philippines which includes the
development of an integrated air quality improvement framework, standards on ambient air qudity
from mobile and stationary sources and most notably an emphasis to establish an Environment and
Natura Resources Office in every province, city and municipality in accordance with Section 484 of
the Local Government Code.

The Loca Government Code of 1991 (R.A. 7160) provides that locd governments should share
with the nationa government the respongbility in the management and maintenance of ecologica
balance within their territoria jurisdiction subject to nationd policies and other pertinent provisions
of the Code. Upon the implementation of the Code, additional functions and responsbilities
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identified for local governments are the integration of environmenta planning in loca planning, the
implementation of environmenta protection programs and projects, and the enforcement of
environmenta laws and regulations. The devolution of the responshility of managing the
environment signifies a the same time the need for local government authorities to improve their
competencies in environmenta management in the exercise of regulatory powers and in initiating
measures and programs that will minimize environmenta degradation due to increasing
modernization.

In view of these premises, a new imperative for loca governments to address is the formulation of
their own Environmentd Code that will serve as the locd Agenda 21 for a particular locd
government unit. Such a Code is envisoned to trandate both international and nationd policiesinto
specific and tangible regulatory activities and dtrategic interventions. The formulation of Loca
Environment Codes fulfills globa and nationd efforts to inditutionaize sustainable development
where it is most basic as indeed many of the environmenta problems addressed by Agenda 21 are
associated with locdl activities.

Towards this objective, the Guide in the Formulation of a Loca Environment Code (1996) sets
distinct concerns and priorities for consideration by the loca governments in the formulation of their
respective Codes. It provides a broad base of information and some mode provisons that should
guide a locd government unit in preparing its own loca environment code especialy on the more
pressng issues that should be addressed in environmenta management of land, ar and water
resources.

12.24 Framework for Resattlement of I nhabitants

The Nationd Housing Authority (NHA) issued Memorandum Circular No. 1070 entitled Policy
Guidelines for the Implementation of the Resettlement Assistance Program to Local Government
Units in September 1994. This serves as an indtitutiona framework for local government units in
their resettlement assistance to affected communities.

Most of the mgjor and medium class port areasin the Philippines can be seen illega occupants, some
are resdents and some venders adong the passage way to the ports, and most of their livelihood are to
rely on the port related activities.

There are confirmed Policy Guiddlines to take care of involuntary resettlement confronted by the
National Housing Authority, LGUs, and other government agencies together with project proponent
concerned, however, those do not work directly for removing the underlying causes of the existence
of the illega occupants. It is essentid that the poverty aleviation policy is implemented postively
and step by step to promote the State economic growth and the socia development which providesa
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socid framework to grow the people willing to become independent. M oreover, addressing issues of
inequality will require significant investments in human capital, especidly in improving the quantity
and quality of primary education, which would be one of the primary requirements for the
sustainable growth of the country.

Pursuant to the Board Resolution No. 3039 dated 30 September 1994, the Circular above was issued
governing the Policy Guidelines for the Implementation of the Resettlement Assistance Program to
Local Government Units. The content of the said memorandum circular is described in the following

paragraph:
(1) Statement of Policy

Given the mandate under the Urban Development and Housing Act (UDHA) of 1992, to provide
technica and other forms of assstance to Loca Government Units (LGUS), upon the request. In the
implementation of their respective urban development and housing programs, the National Housing
Authority hereby adopts a policy of providing assstance to Loca Government Units in pursuit of
their Housing Program particularly in the area of providing Resettlement Stes. As contemplated, the
Resettlement Program shal be implemented as a joint undertaking with the LGU’s, where the
participating LGUs shall contribute land and /or funds for development. LGUs shall likewise take
full respongbility in the maintenance and operations of resettlement Sites.

(2) TheProgram: Its Policy and Operational Framework

The Resettlement Housing Ass stance Program to the Loca Government Unitsisastrategy designed
to enhance the capability of the LGUs in the ddivery of resettlement housing through a hands-on
training on project planning and implementation as well as to maximize the capability of NHA to
expand its operations nationwide through a resource sharing scheme with the Loca Government
Unitsaswell as other sectorsin the development of resettlement Sites.

The generd concept is to enhance active participation of LGUs in the housing provison by
providing support and ddliver their mandated tasks under the NHA.

1) Objectives

a) To sarve as the framework of defining the possible areas of collaboration and partnership
with LGUs in the development of resettlement sites as mandated under UDHA.

b) To ingitutionalize the mechanisms and processes that would alow for a smooth trangition of
expertise to the LGUs with the end view of sharing their capabilities and potentials along
housing development.
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¢) To serve as the mechanism for the implementation of the corporate policy of attracting the
LGUsto actively participate and to venture in housing.

d) To maximize corporate capacity to deliver housing to the level mandated under the Shelter
Program and the Medium-Term, Philippine Plan 1993 to 1998.

€) To provide opportunity to harnessidle properties and land suitable for housing purpose.
f) Toeffect amore equitableregiona coverage and implementation of the shelter program.
2) Policy Framework

a The Program is a joint housing development project undertaking of the NHA and the
LGUs and a sole intervention scheme by NHA or a subsdy to LGUs Resources and
expertise are shared where one party will fill in the inadequacy of the other towards the
effective and efficient delivery of government housing assistance to qudified beneficiaries.

b) Thetarget LGU - partners are those urban and “ urbanizable’ areas defined under RA7279
whaose housing need is classified as high and medium, and where the presence of illegal
settlements requiring immediate clearanceis prevaent.

c) The target beneficiaries of the resettlement projects generated shal be those families
within the lowest 30 % of the urban population who are illegal settlers, and their illegd
settlements have been declared to be in danger area or areas needed by national or locd
government for infrastructure projects. The beneficiaries must qualify as Socid Housing
Program beneficiaries as defined under RA 7279 or UDHA. Such affordable resdentia
home lot will have basic services and facilities in accordance with development standards
and provides the minimum acceptable requirement under BP 220.

d) The primary role of NHA shdl be to provide technica assstance to LGUSs in the
development of its resettlement program. Depending on the capability of the L GU-partner
and the ass stance being sought, the NHA may provide funds out of its subsidy alocation
from the Nationa Government to cover the land development cost. However, the primary
role of the LGU isto provide land and manpower resources in the implementation of the
project. The LGU may dso provide funds for land development. In the event that NHA
provides funds, this shall be treated as a one-time grant to the LGU concerned. In al cases,
acap shdl be established asto the amount of assistance to be extended to the LGU and the
end-beneficiaries of the Program.

€) Nofundsshal be directly transferred to the LGU. In a Situation however, where the LGU
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shdl provide counterpart finds for the land development, over and above its land
contribution, both funds may be deposited under a common account, disbursements from
which shall be jointly authorized by both parties as governed by an agreed Terms of
Reference for Fund Disbursement and Utilization. The LGU may likewise opt to front-end
the necessary funds subject to reimbursement by NHA. Other options may be adopted
subject to acceptable government accounting and auditing rules and regulations. In dl
cases, contracts awarded to undertake the infrastructures works shall be in accordance with
provisons of PD 1594, and itsIRR, as amended.

f)  Toensurethe continuity of the Program, the project cost shall be recoverable from the end
beneficiariess.  The NHA however, shal not recover its contribution to the LGU. As
one-time grant to LGU, no LGU shdl be granted additiona funding assstance until other
quaified urban and “ urbanizable’ centers have been granted smilar assstance by NHA. It
is therefore mandatory for the LGU to recover the investments made. Funds recovered by
the LGU shdl be placed under the Program Trust account to be managed and administered
by aHousing Board.

g) The Program shdl be implemented through a Memorandum of Agreement between and
among participating entities. The Memorandum of Agreement shal be annotated on the
Trander Certificate of Title (TCT) of the land subject of the Agreement.

h) To achieve equitable digtribution of the limited funds available under the Program, the
NHA shdl dlocate funds based on the ranking of the housing needs by regions. The
dlocation of funds within the region shal be determined on the basis of prioritization
criteria. The NHA shdl likewise dlocate funds for each of the Priority Sdlection Criteria
.

3) Program Scope

a) For alLocad Government Unit to avail of the Program benefits, the following conditions
must be satisfied:
» Avallahility of land classified for housing
» Avallahility of acounterpart Project Team
o Egablishment of aworking Housing Board
* Feashility Study indicating therein the cost recovery scheme
» List of progpective project beneficiaries quaified under RA 7279

b) Priority Sdection Criteriain the Program Scope, the Priority No.1lisasfollow;
* Priority No.1 : Where the provision of resettlement Stein that LGU is of prime national
interest affecting mgjor economic and socia programs and projects of national character.
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(3) Operationa Framework

1) Generd Termsand Conditions.

In addition to the priority selection criteria sgt, the program shal be subject to the following genera
terms and conditions:

a

b)

d)

The participating LGU must be willing to provide equity contribution either in the form of
land and/or cash equity to finance land development. The participating LGU must likewise
assume project management and maintenance.

The readiness of the LGU to participate in the Program must be demonstrated by way of the
establishment or creation of a Locad Housing Board composed of representatives from
government-private sector-beneficiaries to oversee the planning, implementation and
monitoring of the local Housing programs and projects. In addition, the LGU must cregte a
housing project team which shall serve as the core of its Housing Office and who will be
provided with an on-the-job training on housing program/project devel opment.

The commitment of the LGU to undertake the housing project must be demonstrated by its
compliance to the mandated tasks under RA 7279 (i.e. completion of the land inventory,
completion of the identification of land suitable for sociaized housing beneficiaries).

The target beneficiaries of the Resettlement projects to be implemented by participating
L GUs are the urban poor families for rel ocation and resettlement assistance under RA 7279.

2) Land Contribution

Asagenera rule, NHA will not finance land acquisition. Land to be contributed by the LGU shdl be
located within the urban center where livelihood opportunities are available or within an area where
livelihood opportunities could be made available, identified and evaluated as suitable for socidized
housing, and titled under the name of the LGU. It must be free from any lien, encumbrances of any
other legd problems aswdll as acceptable by and affordable to the intended beneficiaries.

3) Cost Sharing

a

b)

Cost of land acquisition shall be on the account of the LGU.

The contribution of NHA shall be utilized for land development. Land development cost
shdl include survey works, earthworks, roads and dleys, drainage system, sewerage and
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sanitary facilities, and water utilities.

c) Given the current level of subsidy granted by the Nationa Government to NHA for the
development of Resettlement Sites, the Board shal set the celling of assistance on per
project, per LGU basis (i.e. Ph 1.2 M per hectare or Ph 112 M per LGU). The leve of
assistance shall be assessed and updated on an annud basis.

d) The contribution of NHA shall cover only the basic minimum requirement under RA 7279
and acceptable under BP 220 standards. For this purpose, a cap of Ph 30,000 per home lot
of family-beneficiary is established. Thelevd of assistance shdl be assessed and updated on
an annua basis.

€) LGU shdl assumethe cost for the maintenance and operations of the resettlement Site.
4) Physical Aspect

a The NHA shdl issue the design standards for resettlement Stes to specify the basic
acceptable minimum standards.

b) Theend product shall be a serviced home lot. Lot size shall be limited to 60 square meters
to no more than 100 square meters, depending on the affordability of the beneficiaries. No
vertica congtruction is envisoned. Housing consolidation shal be considered as the equity
of the beneficiaries.

c) Sites shdl be provided for community facilities (i.e. schools, hedlth clinic, multi-purpose
center, open spaces and playgrounds) where warranted. The construction of school
buildings, hedth centers, markets, multi-purpose centers, basketbal court and others shall
be on the account of the LGU or the Agency concerned. For this purpose, agencies
concerned must actively participate in the planning process to ensure funding and
provisons of the necessary facilities.

(4) Primary Rolesand Responsbilities
1) TheLoca Government Unit shdll:

a) Provide the Project site and ensure the property is free from liens, encumbrances and other
legd problems and acceptable to the intended beneficiaries.

b) Provide additiona funding should the funds to be provided by NHA not suffice to complete
the Project in accordance with the agreed specifications as well as shoulder additiona costs
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dueto variationsin the plans and specificationsintroduced by the LGU.

c) Create afull-time technica team responsible for the undertaking of the Project operations
and management, to wit: (a) physica development of the site, (b) beneficiary sdectionsand
relocation procedures, (C) dispostion and cost recovery/collection; and (d) project
mai ntenance and operations.

d) Prepare the subdivison development plans as well as detailed engineering drawings,
technicd specifications and cost estimates for land development with the assstance from
the NHA, where necessary, and secure approva of the same and other related permits and
clearances from concerned government agencies.

€) Undetake estate management functions such as the collection of fees from the identified
beneficiaries of the Project and the related tenurid activities.

f) Ensuretitling of dl individud |ots covered by the property
2) TheNHA gndl:

a) Provide funds from the subsidy support granted to the NHA by the Nationa Government
and its contribution to the Project to cover the funding requirement for the land development
and ingtallation of utilities.

b) Provide technica personne in the project planning, implementation, beneficiary sdlection,
relocation procedures, estate management and other areas where assstance is requested by
the LGU.

c) Assg the LGU, inthe preparation of the subdivision development plans aswell as detailed
engineering drawing, technical specifications and cost estimatesfor land development of the
Project.

d) Conduct periodic ingpection to monitor the implementation of the Project and the utilization
of the funds under the Trust Account.

12.3 Environmental Condderation in Port Development and Use

12.3.1 Environmental |mpact Factors

The “Environmenta Assessment Sourcebook (Word Bank Technical Paper Number 139)” refers as
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follows,

“Some of the most biological productive ecologica zones in the world are coastd marine aress.
They include beaches, sand dunes, estuaries, mangrove and other swamps, marshes and coral reefs.
Estuaries, mangroves, marshes and other wetland areas provide the breeding grounds, nurseries and
habitats for many major commercia species of shdllfish and finfish consumed worldwide. Coastdl
marine ecologica areas are fragile because the complex food chains and life cycles of dl speciesare
easly damaged when a few are affected by environmental changes. Thus, dumping urban and
industrid wastes or runoff of agricultura chemicas may damage a relatively smal areg, but the
impacts may ricochet throughout the rest of the ecosystem.”

Generdly, the port activities are closdly related to the industrid development and other projects in
hinterland. It brings impacts and effects on wide area combining with economic growth and urban
activities.

Port activities impact on environment in various ways through the implementation of construction,
closng water area by breakwater, navigation of vessels, cargo handling a wharves, etc. Then,
various activities closely related to the port are dso seen in the areas behind the port, for instance,
production activities of industries usng advantageous location, activation of traffic occurred from
port and so forth. Furthermore, in the surrounding urban areas of port, mostly, the population
increases with the growth of economic activities, and various pollution issues or negative impactson
natural environment tend to get serious.

It is difficult to grasp the future environmenta aspects from the impact of port development aone.
For example, in case of estimating future water qudity in the port, in addition to the impacts from
port congtruction and facilities, discharge from industrial estates and living life in hinterland must be
taken into congderation.

Table 12.3.1 shows the relation between environmenta impact factors and components in the port
development and related activities.
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(1) Environmentd Impact Factors Concerning Port Devel opment

1)

Impact by Construction Work

a)

b)

Impact onAir

Congtruction works discharge various air pollutants. The co-relation between the principd
types of construction works and main pollutantsis shown in Teble 12.3.2.

Table12.3.2 Co-rdation between Congtruction Works and Pollutants

Components | Dust | SOx NOx Smut
Factors

Dredging o o o
Foundation o) o o
Sand Drain o) o o
Superstructure o o o
Backfill o o o o
Reclamation o o o o
Land Making o o o o)

Thediffusion of ar pollutants from construction machinery is a problem within 100m from
the source. However, air pollution accompanied with congtruction worksis temporary. And
the magnitude of impact is generaly less than that generated from the industria activity or
road traffic.

Impact on Water/Soil Quality
It is estimated that various polluted substances give loads into water/soil with bottom soil

blown up by congruction works. The co-relation between the principd types of
congtruction works and main environmental componentsis shown in Table 12.3.3.
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Table12.3.3 Co-rdation between Construction Works and Environmenta Components

Components Water Quality Sail
SS NOXious- NOXious-
Factors ness ness
Dredging Dredging o o o
Reclamation o o o
Foundation Dredging o o) o)
Replacing o
Rubble Mound o
Sand Drain Spreading Sand o)
Sand File o
Counterweight o
Sand Compaction Pile o
Backfill o o
Dumping o o o

Increase of SSis conspicuoudy seen in the extent of 500 to 1,000 m from the work point. It
diminishes the scenic view and has a negative impact on recregation facilities and aguatic

Species.
Impact by Noise/Vibration
Congtruction works generate noise and vibration. The co-relation between the principa types

of construction works and occurrence of noise/vibration isshownin Table 12.3.4.

Table 12.3.4 Co-rdation between Construction Works and Noise/Vibration

Components Noise Vibration
Factors
Dredging Cutter Suction o
Grab ° )
Pile Foundation Driving Pile o o
Soil Improvement Sand Drain, Sand o o
Compection Pile
Concrete Structure, Block o)
Land Making Leveling, etc. o o

Note: o ;continuous, e :intermittent
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f)

9)

h)

Noise/vibration istemporary. But it aggravates the living environment when residentia aress,
schools or hospitds exist in the vicinity.

Impact of Odor

Odor will be occurred in case of diminating dudge polluted with noxious and organic
materials. Usualy, the odor is caused by the H2S component in the dudge materid that has a
sl of rotten eggs and is very unpleasant for residents.

Impact on Geographica Festure

Congtruction works might alter the geographical feature of quarry or pattern of ground water
system. It could result in aloss of habitat for terrestrid lives and loss of natural vegetation.

Impact on Ecosystem

(A) Impact on Aqueatic Species

Contamination of water/bottom by construction works threatens the habitat of aguatic
gpecies. It might collapse coral reef, change the distribution of benthic organisms and
reduce fishery products. Conspicuous water muddiness reduces light intendty in the water,
which prevents photosynthesis of plant plankton and seaweed. It reduces the biologica
productivity of water area. The absorption of sand particles causes plant plankton to sink
and prevent photosynthesis of seaweed.

(B) Impact on Terrestrid Species

Changes in air quality and occurrence of noisg/vibration during construction works ater
the ecosystem of terrestrial pecies. SOx, NOx or fluorine reduces the growth of terrestrial
plants and withers them. Terrestrid animals are aso threstened through the impact on their
respiratory organs. Noise/vibration influences the behavior of terrestrial animals and may
prompt them to leave their traditional habitat.

Impact of Disposal Wastes

Without an adequate disposa dte, resdud soil or construction materids are likely to be
dumped on land or in the sea, which would be detrimental to water/bottom qudity, soil
condition and the ecosystem.

Impact on Socio-culture

Laborers for congtruction works will inflow from outside. It is possible that friction between
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2)

b)

outsde laborers and locd residents on matters of race, religion, manners and customs might
OCCur.

Impact on Socio-economy

Increase of working opportunitiesincomes and emergence of new economic activities are
expected, thereby contributing to regiond revitdization. But, it might cause distortions such
as outflow of work forces or occupationa change. Passing of construction vehicles and boats
might obstruct usua land/sea traffic. In addition, fishing vessels may be hampered by the
resulting congestion and tourism/fishery resources may adso be adversdy affected (eg.
increase in muddiness).

Impact by Exigting Port Fecilitiesand Sites

Impact on Water/Bottom Qudlity

Outer facilities such as breskwater and reclamation ste, etc. might make water stagnant.
Increase of organic matters indicated by COD and depletion of dissolved oxygen due to
decomposition of organic matters can lead to eutrophication, in which phenomena such as
red tide and hypoxic milky blue-green water occur. On the bottom, when organic materias
are accumulated and decomposed under a non-oxygen state, H2S occurs. Resulting on an
offensive odor which negatively impacts marinelife.

Impact on Geographica Festure

Dredging for channdl, basin and anchorage and existence of port facilities and reclamation
Ste change the geographicd feature of an area. Beach erosion and accretion due to pattern
change of littord drift might occur, which can impact on exigting forms of use of land and
water area and extinguish tidd flats. In addition, the change of ground water level/pressure
and intruson of seawater into ground water accompanied with reclamation and excavation
might impact on forms of water use in surrounding areas and terrestria vegetation.

Impact on Oceanology

The reflection and refraction of wave by channel, outer facility or reclamation site might
affect the current flow. Topographica changes and eutrophication due to stagnation or
promotion of water flow might be caused around the breskwater, shore protection and
underwater structure. Tida changes are an important factor related to the change of water
quality in the port.
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d)

f)

9)

Impact on Ecosystem
(A) Impact on Aquatic Species

Dredging or occurrence of outer facilities and sites might reduce habitats of aquatic
species. And eutrophication caused by the change in current flow or water quality might
change the habitation environment indirectly. A change in the current flow could alter the
digribution of planktonic larva, while the quaity of water/bottom can change the
distribution of species and feeding grounds due to eutrophication, etc.

Although concrete lye increases the pH in the water locdly and temporarily, it does not
pose a threat to aguatic species because scawater has the capacity to absorb pH. If
anything, concrete structures are able to become a new base for seaweed and benthic
organisms.

(B) Impact on Terrestria Species

Use of land for port and port related facilities will reduce the habitat of terrestria species.
Decrease of tidd flat impacts on inhabitants such as birds living and feeding there.
Teredrial animals feeding on them can be damaged indirectly. Mangrove is very
sengtive to siting, accumulation, stop of water inflow, water stagnation and ail.

Impact on Scenic View

Large-scd e reclamation, long breskwaters, land facilities, chimneys and tanks, etc. will result
in an artificia view. The impact is large if the area has intrindgc scenic value or vaue as a
tourist resource.

Impact on Socio-culture

The residents, culturd assets and historical heritage in the project area might be obliged to
relocate due to the gppearance of Sites. The opposition movements and aggravation of
socia/racia confrontation might occur due to the loss of living basis and inflow of new
community or culture.

Impact on Socio-economy

Fishery and agua-cultura activities might be restricted due to the occurrence of gtes, such as
a reduction or change of fishing grounds and loss or transfer of nurseries. The volume of
fishery resources might be indirectly changed through a change in the current flow,
water/bottom quality and ecosystem. If there is existing land use for human activities, these
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activities will have to be diverted. If it becomes impossible to obtain or drain water, an
economic losswould be incurred.

3) Impact by Use of Weter Area Facilities and Wharves

a)

b)

Impact onAir

Vessdls discharge SOx, NOx, dust and CO, which have a negative impact on the human
body, mainly the respiratory organs. In addition, SOx and NOx damage vegetation and
generate acid rain.

Impact on Water/Bottom Quality

Vessdls discharge bilge water including oil. Inflow of bilge water to the sea area produces
an aily film on the surface and spoils the scenic view. It might make the water and aguetic
lives smell and damage the physiology of aguatic lives. Water gives off perceptible odor
when the concentration of oil reaches 0.01ppm, wheress fish begin to smell in 24 hours.
But the odorization does not occur if the concentration is 0.001ppm or less. Fish which
come in contact with mud containing over 2mg/g(dry) of oil begin to smdl in an extremely
short time.

Impact on Topography

The furrow waves generated by salling of vessals might erode natural beaches and
riverbanks, which changesterrestrid vegetation and forms of land use.

Impact on Terrestrial Species

Physiology of fauna and flora may be affected by SOx and NOx from vessdls. Impact of
NO2 appears as growth retardation or abnorma coloring of leaves of commercid products
such as tomatoes or soybeans, etc. Also, impact of SOz appears as abnormal coloring,
withering and reduced yields of barley, carrots, cotton, |ettuce, spinach, cedar and so on.

Impact of Wadtes

Oil and wastes are discharged from ship. Wood chips are produced from lumber handling
wharves. In addition, it is necessary to appropriately dispose of dredged sand produced by
dredging works for maintenance of channd and anchorage. Water/bottom conditions and
scenic views are negatively impacted by ail film and floating trash. Decomposition of
organic matters such aswood or paper corrupts water/bottom quality. Spilled oil impactson
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f)

marine lives and birds feeding on them. Dumping of dredged sand containing hazardous
materids pollutes the water/bottom, which can impact on the human body.

Impact on Socio-economy

Operation of fishing boats might be restricted if port facilities are close to fishing grounds.
Fishing activities may have to be transferred e sewhere or income may be reduced due to
restrictions on fishing activities. On the other hand, some employment opportunitieswill be
generated by port related activities.

4) Impact by Loading, Storage and Movable Facilities

a

b)

Impact onAir

Dust from activities of loading bulk cargo or open storage yards will damage respiratory
organs of port laborers and local resdents. The extent of diffusion of dust with diameter of
0.1mm and specific gravity of 3will reach 2km inwind velocity of 10my/s. Inflow of dust to
the sea area deteriorates water/bottom quality.

Impact on Water/Bottom Qudlity

Leak or scatering of bulk cargo from open storage yard pollutes water/bottom.
Decomposition of organic matters such as ceredls or chips advance eutrophication such as
increase of COD or nitrogen/phosphorous and decrease of DO. Water and bottom might be
polluted due to the efflux of pesticides or heavy metd ion from cod, bauxite, sulfur ore, tin
ore and copper ore. Increase of SS by leskage deteriorates scenic view and impacts on
physiology and activities of aguatic species.

Impact of Noise/Vibration

Noise/vibration from machinery used in operation might threaten the living environment of
local residents. Port can not be managed owing to complaints from residents. If resdentia
areas, schools and hospitals exist in vicinity, and operation is continued through the night,
impacts would become larger.

Impact of Odor

Ammonia or trimethylamine might be generated through handling farm/marine products.
Although impact of odor is temporary, unpleasant fedings might arise, especialy if schools,
hospitals or resdentia areasarein thevicinity.
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5)

6)

€)

f)

9)

Impact on Aquatic Species

Change of water/bottom condition due to leakage from handling facilities and storage
impacts on aguatic species. Increasing the level of nutrient in the water incresses
photosynthesis of plant plankton and changes species composition. Emergence of oxygen
depleted water due to eutrophication makes existence of aguatic species impossble.
Pegticides or heavy metal ions from mineral resources damage aquatic species directly. It
might indirectly damage human bodies through biologica concentration.

Impact of Wades

Abandoned oil and garbage cause sanitary problems. Also, inflow of them into the seaarea
deteriorates water/bottom conditions.

Impact on Socio-economy

New employment opportunities will be generated. Economic activities such as commerce
and servicestogether with job creation will be accelerated.

Impact by Operation of Facilities Handling Hazardous Materids

a

b)

Impact onAir

SOx, NOx, hydrocarbon and dust will be generated from petroleum distribution base and
other hazardous handling facilities. Generaly, as for the impact of SOx, NOx and dugt, that
from indugtrid activities or traffic functions is far bigger. But, hydrocarbon is mostly
generated by evaporation from hazardous handling facilities. It causes headache, giddiness
or disease of respiratory organs. Also, it is causative of photochemical oxidant.

Impact on Water/Bottom Quality, etc.

Qil, odor and other materids discharged from hazardous handling facilities cause various
impacts on faunalflora and the socio-economy.

Impact from Waste Trestment and Disposd

a

Impact onAir, etc.

SOx, NOx, dust and odor are discharged from waste trestment facilities and waste disposal
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2

1)

b)

sites. These cause various impacts on faunaand flora
Impact on Socio-culture
Slums might be formed by the people who make a living by collection of waste materias.

Emergence of dums could create friction with neighboring residents and sociad unrest due
to deterioration of security.

Environmenta Impact Factors Associated with Activities Closaly Related to Port

Impact by Traffic Functions

a

b)

Impact onAir

Trangportation of cargo handled at the port will increase road traffic volume. As production
and economic activities increase, generd traffic increases dso. Air pollution by SOx, NOx,
CO and dust impacts on human hedlth and physiology of animals and plants, and generates
acidrain.

Impact of Noise/Vibration

Trangportation of cargo and increase of production and economic activities in surrounding
areawill increase road and raillway traffic. This increases noise/vibration that threatens the
living environment of residents.

Impact on Faunaand Fora

Air pollution and noise/vibration accompanied with use of traffic function ste might
change physiology and ecology of terrestrial species.

Impact on Socio-culture

Provison of traffic network might change the loca population distribution and forms of
communication. Population movement may result in the extinction of auniquelocal culture
and cause culturd friction due to encounter with aien cultures.

Impact on Socio-economy

Increase of road traffic volume can cause the economic loss by increasing traffic congestion
and traffic accidents. On the other hand, there are many cases in which the traffic system
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2)

3)

has been markedly improved and produced a favorable effect on the locad socia
environment.

Impact by Industrial Production Activities

a)

b)

Impact onAir, €fc.

Air/water pollutants, noise, odor and wastes are discharged from factories and facilities in
industrid estate. These impact on various aspects such as human and floralfauna.

Impact on Topography

Land subsidence might be caused by decrease of groundwater level/pressure due to
pumping up. Land subsidence might induce flood and high tide. Also, faling of
groundwater |level/pressure can cause the decrease of well water and intrusion of sea water
intowell.

Impact on Socio-culture

According to the increase of employment opportunities accompanied with operation of
industries, population of surrounding area flows into the industrid area, which changesthe
population digtribution of the region. If regiond plan is obliged to be changed due to
distortion of the local economic activities, resdences and educationd facilities may be
affected.

Impact on Socio-economy

Employment opportunities will increase. And, economic activities such as commerce and
service will be vitdized. On the other hand, transfer of laborer from existing industries
might cause distortion in the local economy. Air and water/bottom pollution will impact on
agricultura and marine production.

Impact by Distribution and Storage Functions

a

b)

Impact onAir, etc.

Dugts, noise/vibration and odor are discharged from distribution and storage facilities.

Impact on Socio-economy
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Laborer will be needed for new activities. But, the scale of employment is generdly smal
because of rationdization by mechanization.

4) Impact by Use of Recreationd Facilities

a Impact on Water/Bottom Quality and Fauna/lFlora

Drainage from hotel or marinamight cause eutrophication. On the other hand, it is expected
that tidal flats or shallows created in artificia beach will prompt decomposition of organic
materids and make water clear. However, at the present time, it is difficult to quantitatively
grasp the ability of an atificid beach to purify water qudity. Change of water/bottom
quality might change the circumstances of aguatic speciesfor better or worse.

b) Impact on Socio-culture

Tourigts introduce dien culture. The origind function of exigting cultural assets might be
changed to recrestiona function. Unique culture may become extinct, which meansthat the
fedlings of local residents must be considered if the project isto be successful.

¢) Impact on Socio-economy

Fishing activities will be redtricted at artificid beaches and areas for pleasure boats.
Digtortion of theloca economy might occur dueto labor transfer from existing industries.

(3) Environmentd Impact by Oil Spills

A large-scale oil spill from tanker serioudy impacts on economic activities, operation of adjacent
ports and the ocean environment, particularly fisheries in surrounding areas. In such an event al
possible measures for collection and trestment as prevention of diffusion must be taken.

Life stage, physiology, metabolism, habitat and breeding paiterns of fishery stock are dl effected by
oil spill. Short-term losses occur with the immediate desth or contamination of adult fishes.
Long-term losses resulting from the killing of larvae and juvenile are revealed as areduction of catch
in future years. Although the degree of mortdity and other effects depend upon the type and
concentration of oil spilt, temperature and the time of exposure, the generdly estimated
concentrations causing letha toxicity to marine organisms exposed for a few hours are: gastropod
molluscs 1-100u g/ml, bivalve molluscs 5-50p g/ml, crustaceans 1-10y g/ml, finfish 5-50u g/ml
and larvae of dl species0.1-1u g/ml.

Generally, adult fish can move to avoid oil pollution. Sedentary organisms can not move away,
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though they may avoid contamination by shutting shells or vaves. On the other hand, most finfish
and shdllfish are floating during their egg or larva stage, which therefore makes them vulnerable to
oil. And immature organisms of which systemsfor detoxifying or eiminating oil and metabolites are
incompletely developed are physiologically more sengtive. Although ocean fish can readily avoid ail,
fish in other habitats such as estuaries or fish farms where the water is shalow and bounded by land
may be at a higher risk. This means that the danger would be bigger if fish are in particular season
for breeding and move into the coasta shallows.

Oil spill can cause extensive damage to planktonic organisms and affect the larval and adult
populations feeding on them. The damage can expand through the food chain.

Population of fish may sometimes recover quite quickly. But, it is possible that a different biologica
community will emerge, which can reduce the catch of certain species and lead to a change in
catching methods and codts. If contaminated sediments continue to release hydrocarbons, oyster
farmswould be obliged to relocate.

12.3.2 Countermeasuresfor Environmental Conservation

In the implementation of port development project, various countermeasures for environmental
conservation should be proposed according to the type and size of impact.

Item that should be subject to EIS will be examined and estimated the magnitude of impact. The
process is that the rough magnitude of impact is grasped for each item first, and then the estimated
figures are determined. Secondly, the impact on the background areas and the present environmenta
circumstances are compared and assessed. In case the predicted leve is not in compliance with an
environmental conservation target, feasble countermeasures should be proposed for further
assessment. Table A12.3.1 and Table A12.3.2 show the environmental impact worksheet and
checkligt, respectively, attached in the Appendix.

(1) Countermeasures againgt Air Pollution

As countermeasures for dust, use of adequate machinery, enclosure by fence, sprinkling, provison of
buffer zone, covering bare ground and hardening earth, etc. can be consdered. When the port isclose
to the resdentia areas, progress control not to operate a lot of machinery smultaneoudy, provison
of smoke protection fences, etc. should be consdered in order to control SOx, NOx and smut
discharged from machinery.

Efficient port management to reduce the berthing time of vessals is necessary for emission control.
Vessls dongsde the mooring facility may need to be obligated to use A-type heavy ail (for
generators) in which content of sulfur islow.
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Trangportation system should be planned to be free from traffic congestion. Sufficient buffer zones,
such as green belts, need to be adopted between traffic facilities and resdentia areas. Low-pollution
factories or commercia facilities can be substituted for buffer zones.

As for the ar pollution by indudtrial production activities, reduction of discharge amount by
treatment tank and diffusion/dilution of concentration on the ground by tall chimneyswill be needed.

(2) Countermeasures against Water/Bottom Contamination

In case conducting dredging or reclamation, it is fundamentally important to select proper plan (e.g.
settling pond), construction method (e.g. using sedimentation coagulant) and machinery.

The soil contamination tests must be carried out to identify the contents of any toxic substances, such
as heavy metd prior to the commencement of the Site work.

Aprons where toxic and dangerous substances are handled need to adopt reverse dope not to leak the
toxic substances spilt on the wharves into waters. Drainage system should be provided in order to
collect such toxic substances and convey them to sedimentation tank. Substances possible to pollute
water/bottom must to be stocked in indoor facilities or covered by sheets not to lesk outside by rain.

Establishment of storage facilities for bilge water based on the “1978 Protocol on the International
Treaty for Prevention of Pollution by Ships of 1973 (MARPOL 73/78)” should be considered in the
planning stage.

As for the countermeasures for polluted water from industrid facilities or others, measures to reduce
the quantity of discharged water by sdecting adequate production process are necessary. And the
quality of the discharged water should be within the designated tolerance.

(3) Countermeasures against Noise/Vibration

Adequate congtruction method and machinery should be selected. Setting soundproof apparatus,
work hours and location of source should be taken into consideration in the step of planning.

Trunk roads or other sources of noisg/vibration should be located distantly from residential aress,
schools or hospitals.

(4) Countermeasures againgt Offensive Odor

Dredging method, machinery and dumping sSte should be sdected appropriately. Surface of
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reclamed area needs to be covered rapidly. Working hours, transportation method of dredged soil
and application of deodorant, etc. should be consdered.

The facilities possible to generate odor should be detached from sengtive areas such as schools,
hospitals or resdentia areas. Seded warehouse and deodorant apparatus should beinstalled.

(5) Countermeasures against Topographic Change

Project Ste and face line of the facilities need to be determined prudently. Congtruction plan should
be established based on the sufficient investigation for ground water system. Ddliberate pumping up
of groundwater is needed as a countermeasure againgt subsidence. Congtruction of banks, groynes
and diverson channds, and protection of beaches, etc. are avallable as countermeasures against
€rosion or accretion.

It is desirable to set the upper limit of navigation speed or vessal’s size in the channel adjacent to
natura coagtd line.

(6) Countermeasures against Oceanographic Change

Project ste and face line of facilities need to be determined prudently. Congruction of wave
disspation revetments and jetties may need to be planned. Impacts will be reduced by proper
sdlection of the type of facilities, for instance, introduction of non-reflection type or penetration type
breskwaters.

(7) Measuresfor Conservation of Ecosystem

A project should be planned so that the ecosystem be conserved through the appropriate investigation
of ecology in the subject areas and sufficient countermeasures againgt air and water/bottom pollution
be taken. Zoning plan should be considered to save existing untouched areas as much as possible.
Particularly, it needsto greetly pay attention to wetlands. Destruction or degradation of wetlands may
directly impact on the biologica resources of other countries, because fishes and birds do not
recognize nationa boundaries or may migrate long distances.

Adeguate prevention measures againgt the generation or spread of muddiness from the construction
works should be adopted. The low-noise/vibration construction machinery should also be introduced.
And the congtruction timing needs to be sdlected adequately considering distribution, migration and
spawning seasons of species. Congruction of artificial beaches or shallows and adoption of gentle
dope revetments are available for the rebirth of habitats.

(8) Mesasuresfor Views
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Legd compliance should be considered sufficiently in the specid areas such as nationd parks. Inthe
planning stage, facility location, land use and colors of structures need to be taken into consideration.
Implementation of planting may be necessary.

(9) Countermeasures against Wastes

An adequate planning for collection, transportation and disposa Site isimportant. And, for instance,
use of remnant harmless congtruction materiasfor artificia fish reefs need to be consdered.

Wadtes discharge in the port area must be strongly banned through the legal regulations. Preparation
of machinery and materidsfor cleaning or establishment of garbage treatment system is necessary.

(10) Measuresfor Socio-Culture

Project ste should not involve the important points as a localy unique culture. Sufficient dialogues
with residents or specidists and information release should be implemented before construction
works. Vocationd training programs for technica transfer to local laborers will be needed in order to
exploit them for conservation of localy unique cultures.

There are many cases that the replacement of cultural assets declines the vaue of them. Securing
adequate place for trandfer including museums, establishment of proper transfer schedule and
compensation for economic and cultura loss must be taken into consideration prudently.

Archaeologicad and higtorical assets that are not found in preiminary survey may be discovered
during the project implementation. Certain procedures for such unanticipated discoveries, for
ingtance, notification to the relevant departments, request of Site ingpection by experts and cessation
of work, etc. should be mentioned in project design and construction contracts.

(11) Measuresfor Socio-Economy

It isimportant to hold sufficient dialogues with residents and disclose information. If resettlement is
needed due to congruction works, replacement areas should be secured a least equd living
standards that the settlers had before. Appropriate sanitary and public hedth systems should be
provided.

Employment planning and employee training may be necessary for the new employment
opportunities.

If economic loses for residents are evident through port development, certain compensation is
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necessary.

If traffic congestion is predicted, appropriate road development and provision of traffic safety
facilities are necessary.

(12) Countermeasures againgt Oil Spill
1) Corrdling Oil and Using Treatment Agents

In case of spill of gasoling, corraling should never be attempted because the danger of fire and
exploson is far bigger. The best choice is to dlow gasoline to spread and diffuse naturdly.
Small-scade spill of diesel oil may not significantly damage to surrounding environment. It is better
to wait for evaporation and natural disspation. Because, it is difficult to effectively disperse by
agents due to its low gravity. Under the poor mixing condition, dispersed droplets tend to return and
re-form ail films.

Asfor the heavy ail, use of trestment agents is effective. However, trestment agents should be used
in case that ail films are thin and difficult to collect by mechanical or physical methods. Because, oil
treatment agents are not perfectly harmless. If oil films gather localy and there is no fear to become
high density to damage the fishery resources and ecosystem, the best gpproach is to wait for natural
purification by microbes, etc. And trestment agents should not be used in shalow water because it
can damage benthic organisms.

Treatment agents need to be used immediately before the oil spreads. Also, they must be sprayed on
an appropriate scale on proving that the mechanical containment fail. It must be considered prudently
not to damage to the ecological precious aress.

2) Deploying Defensve Apparatus, etc.

If methods mentioned above can not gather or disperse il films, deploying defensive apparatus or
fishing nets filled with wood chips and bulldozing sand barriers are effective to prevent damagesin
adjacent areas. The apparatus must be deployed before the oil arrives. Prior careful planning for
selection of locations and means of deployment is necessary. Suitable boats, communications and
well-trained, experienced personnd are dso needed for immediate and appropriate deployment.
Subsequently, the spilt oil must be skimmed and pumped in order to collect, store, transport and treat

gppropriately.

In bad weether, the oil may escape from the gpparatus. But at least every concelvable effort such as
using absorbent materials must be madein order to gather the oil and minimize damage.
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3) Edtablishment of System

In case of extremely large-scale ail spill, a party responsible for the accident aone can not dedl with
such a gtuation. Various related parties (for example, PCG) must help the party to dleviate the
disaster. Therefore, a system to cope with accidenta oil spills should be established.

1233 Promoting Sea Transportation from the View Point of Environmental Conservation

In urban areas, environmentd issues such as air pallution and noiselvibration by vehicular traffic
need to be solved. Also, the efficiency of urban activities can be raised through the mitigation of
traffic congestion. The converson to energy-efficient transport needs to be accelerated so that CO2
emissions responsible for the green house effect and SO2 which causes of acid rain can be reduced.

Sea and railroad trangportation are both highly energy efficient and gentle to the environment (see
Table 12.3.5). Because of their high trangportation capacities, the so-called “Modd Shift” can assst
in the reduction of labor, dissolution of traffic congestion, saving of energy and conservation of the
globa environment.

Table 12.3.5 Environmenta Characteristics by Transport Means

Means Cargo Volume Cargo Volume
(millionton  km/ labor) (ton/ onetime)
Truck 0.264 5 10
Railroad 2.225 500 650
VesH 3712 3,000 5,000
Means Energy Consumption CO2 Emission
(kcal / passenger  km) (C-g/passenger  km)
Vehicle 580 446
Taxi 1,295 89.3
Public Bus 247 194
Railroad 100 4.7
Ferryboat 295 239
Aircraft 394 30.2
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Table 12.3.5 (Continued)

Means Energy Consumption CO2 Emission
(kca /ton  km) (Cg/ton km)
Truck 616 48.3
Railroad 114 59
VesH 120 9.7
Aircraft 5,250 402.4

Source: Jgpan Trangport Economic Research Center

Efficiency improvements and technical innovations together with the unification of sea and railroad
transportation are dedirable to be accderated in order to improve the environment. The access
between the wharves and passenger terminals and the trunk roads and railroad stations should be
strengthened through the construction of roads, railroads, chassis yards and car parks, etc.

(Note : Railroad transportation system is desirable when the hauling distance exceeds gpprox. 200
km.)

124 Environmental Condition Survey

The Environmental Condition Survey was conducted at the ports nominated for the short term
development plan of the Study. Survey results are summarized in Table 12.4.1. 1t 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 mgor 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 resettlement 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, General Santos, Zamboanga and Lipata. In addition, ports of Mandaon,
Tapal, Guindulman, Manila and Tagbilaran experienced the earthquake having the seismic 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 additional requirement for ECC
gpplication 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 isfound around the ports of Batangas, Mandaon, Tapa, Guindulman, Padre Burgas, Filar,
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Zamboanga, Ozamiz and Lipata and cora a Mindanao Container Termina, Daveo, Cadiz and
Guingliban. It is necessary to examine the condition of the aguatic flora and fauna to protect the
mangrove, cora and other aquatic resources in the course of the planning of the port development.

Insufficient water depth at Cadiz and Filar port obstructs the smooth navigation of the vessels during
the low tide and the navigation in Pilar port is aso obstructed by thefish-trapsingtaled in Pilar 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 dgltation is found a Masao Port and Santa Ana Pier of Davao Port. It is necessary to
implement the survey on the sltation during the planning stage of the port devel opment.

Heavy metas (lead, cadmium and copper) were monitored in the coastal waters by the DENR. It is
necessary to carry out the seabed soil examination/andysis 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.

12-37



Table 12.4.1 Summary of Environmental Condition Survey

Natural Environment

Social Environment

Weather / Topo / . .
Geography / Aquatlc./ Earthquake / Typhoon / Weather Othgr Naturdl Population / House| _. | . Waste Disposal Squattersin Port | Squattersin Other Othgr Social Notes
Terrestrial Flora/ . . . Environmental Fishing Industry Resettlement Environmental
Hydrography / Volcanic Eruption |Related Disaster Holds System Area Area
Fauna Concerns Concerns
Geology i
Gradual, then steep 0.66 occurrence | Impact from on- City: 264,658/ 21,000M T/ygar Port has own waste Along railroad Provided at Brgy. |Impact fromon- [Resettlement issues already solved
Batangas slope nad dro Mangrove From Taal Volcano er year oing project 52,931 Aquaculture:23,10 collection system None tracks Balete and Sico oing project during Phase | Project
P P pery gorng proj Bray:11,065/2,123 0 M T/year Sy gorng proj 9 et
(Whole Cebu)
Gentle slope City:662,299 / 72,000MT/year Maritime:Soldto |Adjacent area of Along port .ar ca . Wastes dumped by Resettlement required when the
Cebu None None None . and streetsinthe  |Required passengerscaused |
seaward 135,089 Aquacul.:84,000 |recyclers port . . existing port area be developed
city pollution
MT/vear
. Intensity-2 in . Sewerage . . .
Mi ndgnao . No data Coral 1999. No damages None Tagoloan:54,106/ No data treatment plant in  |None Along the creeks None N 0 maj or environmental issues
Container Terminal 9,838 and dikes identified.
reported Port Complex
Domestic wastes .
) . Resettlement required.
Whart : St Sta Ana} Ple.r ) City:1,147,116/ 8’.300M T/)./ear N Adjacent areaof  |At coastal and river ) from squmtqs Need to examine the siltation in the
Davao slope & drop Cord None Heavy siltation Fisherman:1,390 |Maritime:None . Required Dust generation
) 240,057 port side port carefully for Sta. Ana.
seaward. monitored HH from cargo .
handlina Dust control required.
120,000M T/year Approx. 50 HH at Required when Resettlement required when Iloilo
loilo Gentle to moderate None None None City:365,820/ Aquaculture: Maritime:Soldto |lloilo River Within the Iloilo River River Terminal be developed.
slope seaward Brgy:1,170/ 378 |16,100MT/year recyclers Terminal proposed port area | Terminal be ICPC Wharf extension proposed by
Others:none developed PPA.
2 kmout of 7km |Phil. Fault traversing the City.
Frequent tremors, |Port has no __— _ road connecting  |Siltation from the river be examined.
Masao Gentle slope None Phil. Fault protection from W- S' Itation from the | City:267,279/ 600 fishermen Maritime:None None None None theport andthe  |Effects from W-SW monsoon be
seaward . . river 50,430 o .
traversing the City |SW monsoon. city is of gravel examind.
; — base. Road improvement be required.
. . City:461,877 N Propo
Intensity-2in . (Whole Misamis e .
Cagayan de Oro Moderate to steep None 1999. No damages F.l ooding at Canals/creeks 93’52_5 Oriental) Maritime:Sold to expa_ns onarea Along coastline  |Required Ressetlement required
slope seaward hinterland recorded|polluted Brgy:16,780/ recyclers (behind
reported 17,700MT/year L
H s 3,980 reclamation site)
eavy metals an .
. high coliform are |City:411,822/ R&eettlemer.u requwgd.
Gentle Slope Ave. 6 times/year. contained in water |46.959 Adiacent areaof Earthquake:Ave. 6 times/year. 20km
General Santos P None 20km from None . - 42,274 MTlyear  |Maritime:None ) Within the city Required from Mindanao Fault.
seaward . from fishpond, Brgy:46,959 / port . .
Mindanao Fault . Heavy metals are contained in water.
monitered by 9,076 Soil/water tests required
Waten/ar polluted -
. . ater/air pollut . .
. Intensity-4 & 6in due to domestic & o 163,300M Tlyear . Along R-10 (30m Garbage spills over|Resettlement reqwreq (A!so South
Manila (North Gentle slope 1999 ” Manila:1,581,082 / . Maritime:Sold to . . . . to shore and water |Harbor, MICT & Pasig River as
None maritime wastes Mainly at Navotas strip, half of Right |Adjacent areas Required
Harbor) seaward Affected by Mt. . 333,547 - recyclers . from garbage well).
. and Vehicle Fishing Port of Way occupied) ;
Pinatubo .. dumping area.
emission
Earthquake: Air pollution R lement required.
frequently due to generated by )
L ) . Untreated sewage ) Earthquake: frequently dueto
proximity to vehicle emission _ 175,300 MTlyear | . . Required. .
Steep slope and . City:601,794 / ) discharged 200 m |Adjacent area of ! proximity to Cotabato Trench
Zamboanga Cord Cotabato Trench and industry. Aquaculture: . Near Fort Pilar 25 haareareserved I
drop - 117,152 offshoreintothe |port . Tsunami:Occurred 5-10m wave.
Tsunami:Occurred Squatters degrade 47,500M T/year for relocation .
. : . sea Untreated sewage discharged 200 m
in Aug. 16, 76 with water quality at the .
offshore into the sea.
5to 10 m wave port.
100 families have
Sanitary Landfill been relocated
No record, but Panguil Bay . 4,560 MT/year construction ison from the port area. Resettlement required.
. Gentle slope City:110,420/ 1,340 fishermen . . . . L
Ozamiz Mangrove Faultsarenot so  |protectsthe port  |None : . going. Port entrance area |Coastal area Thereisaplan Sanitary Landfill construction ison
seaward Brgy:3,070/ 623 |and 31 fishpond e . -
far. from typhoon. Maritime:Sold to only for acquiring going.
operators
recyclers alot for other
sauatters.
Resettlement required.
. Gentle slope Magnitude 5.6 No records of port City: L At City's proposed . Magnitude 5.6 recorded in 1996.
Tegbilaran seaward recorded in 1996 |damage None Brgy:7,703/ 915 No data Maritime:None S0 HH reclamation area Required The City has areclamation proposal
at aong the causeway access road.
Not required for
Frequent tremors o port development, .
Lipata Steep slope and Mangrove due to Fault line 0.48 None City:118,534/ 6,800 MT/year Maritime:None None Urban center 2,942 but resettlement Frequgnt tremor.s dueto Fauilt line
drop . . |occurrencelyear 22,541 HH . traversing the City
traversing the City siteof 5.7 ha
provided
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Natural Environment

Social Environment

Weather / Topo / . .
Geography / Aquati C./ Earthquake / Typhoon / Weather Othgr Naturdl Population / House| . | . Waste Disposal Squattersin Port | Squattersin Other Othgr Social Notes
Terrestrial Flora/ . . . Environmental Fishing Industry Resettlement Environmental
Hydrography / Volcanic Eruption |Related Disaster Holds System Area Area
Fauna Concerns Concerns
Geology
- 36 fishing boat .
Cadiz Gentle slope None None No records of port InSUffIC.I ent depth Brgy:1,112/ 235 |operators Maritime:None Inand around the In Barangay 3 Required. R t.l ement required. .
seaward damage at low tide . port Insufficient depth at low tide.
141 fishing boats
The municipality
has already
Gentle slope S ) . .
Municipality:68,12|Fish ponds 26 ha L informed to . . |Resettlement procedures required
seaward. No records of port L Maritime:Sold to Marine sanctuaries .
Bantayan ) None None 5/2,189 Total fishing 12 HH None relocate when the even though the residents accepted.
White sand on the damage ; - recyclers 410 ha . .
Brgy:2,189/ production:No data port devel opment Marine sanctuaries
reef area. .
isimplemented and
residents accepted.
Road conditionsin
the municipality [Last destructive earthquake : April
. S . and barangays are |1995
. Slope seaward and Last destructive: Ave. Stropica Municipality:8,964 No. of fishermen : Domestic:Open very poor, Road conditions in the municipality
San Ricardo None . cyclonesevery 5 |None /1,676 dump None None None - .
drop April 1995 . 1,254 HH . especialy inthe  |andbarangays are very poor,
years Brgy:664 / 122 Maritime:None k . . .
rainy season. especialy in the rainy season.
White beach at White beach at coastal barangys
coastal barangys
Rough sea L
- . Road condition in . .
. . Ave. 3 tropical conditi qn anNin Municipality:31,57 . . |Domestic:Open the hinterland is Intensitu 6.' Feb 16, 20.03 .
Gentle slope Intensitu 6 : Feb. Bay during No. of fishermen : Road condition in the hinterland is
Mandaon Mangrove cyclones every 2 2/6,119 dump Venders only None None rough.
seaward 16, 2003 southwest 649 HH N : rough.
years Brgy:3,317 / 662 Maritime:None White beach at :
monsoon and White beach at coastal barangys
coastal barangys
tvphoon seasonn
The municipality
4,703 fishermen Pr?fsozralr;:dt{) Marine protected |Resettlement procedures required
. Gentle slope No records of port Municipality:34,24|1,770 fishing boats|Maritime:Sold to Within the area: 5 sites even though the residents accepted.
Concepcion None None None . . 12 HH relocate when the | _. L . .
seaward damage 0/6,435 Fishpond area: |recyclers proposed port area Fish sanctuaries : 2|Marine protected areas (5) and fish
port development | . .
186 ha L sites sanctuaries (2)
isimplemented and
residents accepted.
. Municipality:59,82 .
Tapa Gentle siope None Intensity V1, Feb. 10.54 occurrence None 7111511 No data Maritime:None None Near port area None Wh.'te b. hand Intensity VI, Feb. 8, 1990
seaward and drop 8, 1990 per year ] diving site
Bray:1,136 / 255
Gentle slope Intensity VI, Feb. |0.54 occurrence IDloarr: ?rf::lligti)smem Municipality:29,16
Guindulman P Mangrove y Vi T P . 6/5,573 No data Maritime:None None Coastal area None Intensity VI, Feb. 8, 1990
seaward 8, 1990 per year dredging and )
. Brgy:4,176 / 789
reclamation
Last destructive : Portarea: NF)ne Mangrove clusters at coastal areas
April 1995 Coastal area. No solid waste collection system by
Steep to very steep |Mangrove clusters |Port area subject to Ave. 5 tropical Municipality:8,926 Fishermen : 493 No <ol I.d waste Food/vendor stalls |Coastal area: 20 Municipality the municipality
Padre Burgos cyclonesevery 3  |None /1,672 collection system alowsthem to stay L7 .
slope seaward at coastal areas EGGAR dueto ) HH c o lonly HH . Last destructive : April 1995
years Brgy:1,217/ 207 by the municipality untill the area .
near probable fault Port area subject to EGGAR due to
. needed by the .
lines L near probable fault lines
municipality
Intensivel, June 8, S .
N Moderate to steep 1999 No records of port Municipality:5,465 Fishermen : 329 Road IS good, but .
Guinsiliban Cord None /1,115 None In Barangay None landslide may Intensive |, June 8, 1999
slope seaward No record od damage ] HH !
Brgy:1,102 / 254 disturb.
damages
Navigationa Resettlement land
Mt. Bulusan . o C is provided atBrgy. Resettlement required.
} Shallow and eruption in 1988. Ave. 3 tropica hezards in Pilar Municipality:57,89 Fishermen : 698 . Port adjacent area : |Coastal and river |Dao, however, the Naivgational hazardsin Pilar Bay.
Pilar - . Mangrove cyclonesevery 2 |Bay. LGU/PPA 8/10,833 Maritime:None .
fishtrap exists No record of port . ] HH 30FF area resettlement LGU/PPA intend to relocate the port
years intend to relocate |Brgy:8,051/ 1,503 .
damage. procedures to Brgy. San Antonio, 8 km to SW.
the port. required
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125 Environmental Partnership Program

1251 Governanceand Compliance

(1) ThePhilippine Environmental Partnership Program (PEPP)

1) Objectiveand Legd Framework for the PEPP

The Philippine Environmenta Partnership Program (PEPP) was launched on 5 June, 2000. Thisis
the government-industry partnership program that was established as an initiative of DENR and
EMB, with support from the Office of the Presdent, other government agencies, private ingitutions,
and the business community. Its objective is to establish support systems to enable industry to
improve its Environmentd Management System (EMS) and other preventive Strategies such as
Cleaner Production and Pollution Prevention. Under the program, a package of regulatory assistance,
incentives, and other supports will be provided to dlow industry to explore and implement
cost-effective and sustainable solutions for managing industrid pollution. The main objective is to
help Philippine industries become more efficient, pro-active and competitive through pollution
prevention initiatives.

Secretary Elisea Gozun of DENR signed last June 2, 2003, DENR Adminigrative Order (DAO)
2003-14 cregting the Philippine Environment Partnership Program (aso known as PEPP). DAO
2003-14 promotes among ingtitutional partners, self-monitoring and compliance, including voluntary
sdf-regulation, in industries for an improved environmenta performance.

DAO 2003-14 or the PEPP DAO is a product of multi-sectord policy dialog, as a response to the
need and demand of industry for government assistance and incentives that will encourage them to
implement and sustain a proactive environmental management tool and improve their environmental
performance.

Through the PEPP DAO, DENR hopes to pursue and strengthen three policies now enunciated in
RA 8749, or the Clean Air Act, and included in the proposed Clean Water Act. These are the
promotion of saf-regulaion, cooperation or partnership with industry and the community in
industrid environmental management and emphasis on pollution prevention rather than pollution
control.

2) Introducing Environmentad Management System (EMS)

The groundbreaking features of DAO 2003-14 are asfollows,

Introducing the concept and approach of the Environmental Management System (EMS).
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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 aim for improved
environmental performance but are not yet in full compliance with the administrative and/or
technical requirements of environmenta laws.

Those features above are perceived in the provisions of DAO 2003-14, to wit:
Section 3. Definition of Terms

(b) Environmental Management System (EMS) - is a part of the overall management system of a
project or organization that includes environmental policy, organizational structure, planning
activities, responshilities, practices, procedures, processes and resources for developing,
implementing, achieving, reviewing and maintaining an improved overall environmental
performance.

(c) EMB PEPP EMS - an environmental management system as defined above but scaled down
in terms of focus. Its sgnificant features include commitment and procedures for public
disclosure of acceptable indicators of the company's environmental management system and
performance, commitment to pollution prevention, compliance with the minimum
requirements of environmental laws and commitment and procedures to assst host
communities in environmental protection and resources conservation. The EMB PEPP EMS
may be upgraded by a company to 1SO 14001 - based EMS

Section 5. Program Categoriesor Tracks
There shall betwo (2) categoriesor tracks of participation of establishmentsin the PEPP. Track
1 shall cover establishments with proven or demonstrated superior environmental performance
while Track 2 shall govern establishments aiming for improved environmental performance but
are not yet in full compliance with the administrative and/or technical requirements of
environmental laws.

DENR launched PEPP to encourage industries to make their best efforts to comply with the
environmenta laws. Environmenta laws of the Philippines are fairly comprehensive; however,
ensuring compliance with these laws continues to be an issue.

PEPP mentions that there are two (2) categories or tracks of which the environmental compliance
Stuation of the establishments now is much different, however, the PEPP introduces the system of
EMB PEPP EMS to mitigate the requirements of SO 14001 - based EM S with some conditions for
the beginners to employ the new Environmenta Management System as a management tool for
promoting their environmenta compliance without any fear.

The Environmental Management System (EMYS) is a part of the overal management system of a
project or organization, as described in the definition above, and the EMS could be used as an
effective tool for improving overal environmental performance. The EMS has a lot of features,
however, the followings are one of the gpproaches for developing and promoting a culture of
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environmental compliance together with improving the environmentd peformance by
implementing salf-monitoring through the EMS,

Thetop of the establishment shall establish the environmental policy and objective.

The organizationd structure, responsbilities, practices, procedures and resources shdl be
established and defined.

The action plan shall be prepared to achieve the policy and objective above.

The action plan shall be implemented as planned.

The action taken shdl be reviewed.

Should any nonconformance be identified during the course of the action taken, the cause(s) of
the nonconformance shal be identified.

The corrective action shall be taken to eiminate the cause(s) of the nonconformance.

The nonconformance and cause(s) learned shdl be reflected to the following plan.

The preventive action shdl be taken to prevent any predictable nonconformance, if any.

In other words, the policy and objective above are understood as the idedized vison of the
environmental condition in the future (not necessarily for a long period) desired by the top of the
establishment. The difference between the idedlized vison and the present condition should be the
area to be improved as achieving the target, and the action plan should be prepared to overcome al
of those differences. The action plan should be implemented and each result of the action plan
implemented should be reviewed to measure the achievement. When any nonconformance will be
identified during the review, the cause(s) of the nonconformance should be andysed and defined.
During the analysis of defining cause(9), it is very important to probe the caus(s) retracing as far
back as the management system. Aslong as the caus(s) retraced to the management system can be
identified, the functiona corrective action can be planned and implemented to diminate the red

causx(s).

One of the most important factors of the Management System (EMS, QMS, or whatsoever) is the
training for al levels of the constituent member of the establishments. Each member should be given
training that is suitable for the respective level of the member. During the course of the training,
members should be introduced to the basic requirements of the establishment's EMS, together with
the methodologies for preparing concrete action plan, reviewing the process as sdf-monitoring,
identifying the cause of the nonconformance, reflecting the aspectslearned to the next planning, etc.

It is necessxy for the industries and public agencies to develop a culture of environmental
compliance in daily 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 since environmenta protection will become their
responsibility in future. This education and training will be begun as a "discipling” at first but must
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be continued until such time when environmenta compliance becomesa " common practice".

1252 Susgtainable Development

"Susgtainable Development” requires that the environment be protected in the course of economic
growth. However, many infrastructure development projects aimed at promoting economic growth
and improving peoples living standards impact the environment of the project ste and the
surrounding area.

Undertaking port development projects will require a careful balancing of the gods of economic
development and environmenta protection and enhancement. The most cost-effective and least
disruptive way to increase the overdl capacity of the port is to increase the volume of cargo that
exigting facilities can handle. This mainly relies on increasing productivity of the existing port
facilities, which may involve the introduction of IT, reviewing the contracts with the termina
operators and ensuring compliance with contract provisions, providing appropriate training to al
levels of personnel by port adminisirative bodies and terminal operators, respectively, etc.

To accommodate increasing cargo volumes and changes in cargo and ship Sizes, new facilities may
have to be congtructed or existing facilities expanded. During the planning stage of those port
development projects, the government agencies, the port administrative bodies or private sector as a
proponent of the project should take into account the environmenta consideration for the whole life
of the project, i.e. during the stages and period of planning, detailed designing, construction, port
operation and expanson/modification/remova 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 environmental impact to the
natural and socid environment for the whole life of the project and sdlecting the Structure
type/materia s'equipment that can be reused or recycled in the future as much as possible.

In order to promote the sustainable State economic growth for the coming decades, al sectors of the
industries for the export, import and domestic purposes will fully activate their businesses and
savices, that is the key requirement to accommodate the population growth in the country. The
efficient and environmentaly-friendly transportation method for the industria and daily life cargo as
well asthe passenger movement isthe essentia factor for achieving the god of the country.

As discussed in 12.3.3 above, the maritime transportation is the most environmenta ly-friendly
among the trangportation methods. Given the geographica condition of the Philippines, the long,
medium and short distance maritime trangportation respectively must be promoted to support the
industries and peoples daly life. Therefore, the port development must be necessary to
accommodate the expanded cargo and passenger flow with the least environmental impact in the
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country now and in the future aswell.

126 Recommendation

(1) Promoting Environmentaly-friendly Transportation System

Maritime and railway transportation modes ae both highly energy efficient and
environmenta ly-friendly. It is necessary to use environmentaly-friendly transportation modes to
reduce CO, emissonswhich cause the green house effect and SO, which causesacid rain. Since it
is not likely or feadsble that raillway 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 their daily 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
adminigrative bodies or private sector as a proponent of the project should take into account the
environmenta condderation 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/remova 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 environmental impact to the natural and socia environment for the whole life of the
project and selecting the structure type/materials/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 resettlement of the residents occur in the course of port development project, the following must
be taken into account;

To conduct consultation with residents reflecting their diversity

To complete the development of relocation Site before the rel ocation commenced
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To involve resdentsin the formation of livelihood program

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

As one of the gpproaches to promote poverty aleviation and diminate the inequality of opportunity
that is one of the causes of the poverty, Sgnificant investments in human capita are required. The
quantity and quaity of primary education must be improved if the country is to achieve sustainable
growth.

(4) Improving EIS System

The EIS System must be implemented and maintained as an effective planning, regulatory and
management tool and be improved for further effective environmentd 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
spread of any toxic substances due to the implementation of port development projects.
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Chapter 13 EconomicAnalyss
13.1 Objectiveand Methodology of Economic Analysis
1311 Objective

The objective of the economic andysis is to appraise the economic feasbility of the strategic port
development projects proposed by the JCA Sudy Team, mainly focusing on the short-term port
development projectsin the target year 2009, from the viewpoint of the national economy. At present,
port capacity in the Philippinesis insufficient. In particular, internationa container cargo is growing
fagter than other port cargo. Mgor port authorities are now preparing for port expanson and
provison of efficient equipment for container cargo handling. Port construction to accommodate
internationa container cargo is dready underway at Cagayan de Oro (PIA) and Batangas (PPA). In
addition to those two ports, Manila, Cebu and Subic are just about to initiate port development for
international container cargo. These urgent container termina projects are andyzed from the
economic impact point of view.

Apart from international cargo, domestic cargo is aso expected to increase a a high growth rate
toward the target years 2009 and 2024. In particular, RO/RO port and related highway projectsin the
Philippines were launched in 2002 by the national government and are being promoted by making
use of available financid resources. JCA Study Team has dso planned the nationwide RO/RO
development plan, which conssts of RO/RO ports for mgor corridors, the RO/RO ports for mobility
enhancement, and RO/RO ports for remote idands. In fact, there are an enormous number of
candidate RO/RO ports which need to be developed to secure efficient inter-idand transport and to
accel erate economic development in the region. All these RO/RO port development projectsin rura
areas as well as dong maor corridors should be carefully selected, prioritized and developed one
after another. The economic andysis for the nationwide RO/RO development plan proposed by the
JCA Study Team is carried out in this chapter in order to examine the economic benefits of selected
port projects, and to evaluate their economic viability by means of numerica comparison of costs
and benefits.

In addition to the nationwide RO/RO development plan, domestic multi-purpose berths need to be
urgently devel oped to meet the increasing seaborne cargo demand at port. Recently, cargo vessd size
has been increasing year by year, but 69% of berthsin the Philippines have awater depth of lessthan
10m. Due to these draft congraints of ports, a number of cargo vessals have not been adle to
maximize cargo transport efficiency. Cargo handling system at berth a so needsto be improved. Both
labor-oriented cargo handling and ship-gear |oading/unloading system at port have been the cause of
port congestion and ship waiting time a anchorage. In order to provide port users with much faster,
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
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modernization of ports.

In the long term, Philippine port authorities will face further port development needs to catch up with
continuously growing cargo and passenger traffic demand. This Study is going to examine the
magnitude of benefits derived from the long-term drategic port development projects as well.
Needless to say, any port development project which can create greater benefits than others must be
prioritized and implemented ahead of others. The economic anadyss identifies the economic
importance of projects and can be used by plannersto prioritize projects.

13.1.2 Methodology

The economic andysisis carried out, according to the procedure shown in Figure 13.1.1. “With” and
“Without” cases are compared in the economic andyss. All benefits and cogts of the strategic port
development projects are caculated in market price a first, and then converted into economic price.
Evauation of the strategic port development projectsis carried out using this economic price, based
on the border price concept.

There are various kinds of methods to evauate the feasibility of infrastructure investment projects.
The following three methods are typical ones.

1) Economic Interna Rate of Return (EIRR)
2) Cogt Benefit Retio (B/C)
3) Net Benefit (B-C)

Economic Internd Rate of Return (EIRR) is a rate which makes the present vaue of project costs
equa to the present value of project benefits at the base year. EIRR means a red and gross profit
ratio of a project which is measured from the economic and socid point of view. Cost Benefit Ratio
(B/C) is aratio of the present value of project benefits to the present value of project costs. The
present value is calculated assuming the given discount rate. In this analysis, the socid discount rate
or the opportunity cost of capital in the Philippines (15%) is an evauation criterion for EIRR, and is
used as the given discount rate. Net Benefit (B-C) isaresdua present vaue of project benefits, after
subtracting the present vaue of project codts. In generd, EIRR is the most popular index for
evauating a project among the above three indices. In this study, economic internd rate of return
(EIRR) based on a cost-benefit andydsis adopted in order to gppraise the feasibility of projects.
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13.2 EconomicAnalyss

1321 “With” and “Without” Case

In the cost-benefit analysis, benefits and costs of projects are defined as the difference between
“With” and “Without” case of projects. Therefore, the definition of “With” and “Without” case is
very important in order to evaluate the feasibility of the port development projects. The following
conditions are assumed in this economic anayss.

(1) “With” Case

In an economic analysis, benefits are mainly brought about by improvement and expansion of cargo
handling capacity. Therefore, the “With” case scenario includes dl improvement in productivity and
al expanson of port facilitiesin the strategic port development projects.

(2) “Without” Case

A cogt-benefit analysis is conducted on the difference between the “With” and “Without” case. In
this study, the following conditions are adopted as the “Without” case.

1) Noinvestment ismadefor the existing port.

2) When cargo handling volume reaches the maximum handling capacity of a port, inbound cargo
which cannot be handled at the same port is assumed to be handled in adjacent ports, and then
trangported to the find cargo destination through by truck. In the same way, outbound cargo
which cannot be handled at the existing port is assumed to be handled at adjacent ports. In order
to use adjacent ports, outbound cargo hasto be transported from the origin of cargo by truck.

3) Industrid estates which have aready begun production or are being developed within the
hinterland of a port will continue the industria activities in accordance with their origind
industrid plan. However, future plans of industrid estates will be suspended, since investors
will lose their interest for investment due to the inconvenience to their industria production.
This could be detrimental to the national economy.
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1322 Prerequidtesof EconomicAnalyss

In order to estimate costs and benefits of projects, the following requisites are assumed for the
andysis.

(1) BaseYex

The base year here means the standard year when costs and benefits are estimated in the analyss.
Each project hasits own “base year”.

(2) Project Life

Taking the depreciation period of main port facilities into account, the period of caculation for the
economic andyss (project life) is assumed to be 30 years after the completion of project
implementation.

(3) Foreign Exchange Rate

Foreign exchange rate adopted for thisanalysisis US$ 1.00 = 54.87 Pesos (August 2003), the same
rate as used in the cost estimation.

13.2.3 Economic Prices

(1) Method of Converson from Market Pricesto Economic Prices

For the economic anaysis, prices are expressed at economic prices rather than market prices, based
on the border price concept. There are various methods to convert market prices to economic prices.
Here, economic prices are caculated by diminating transfer items such as taxes and subsidies etc. In
generd, al costs and benefits are divided into three categories: labor, tradable goods and
non-tradable goods. And labor is further classfied into skilled labor and unskilled labor. As for
skilled labor, economic price is determined by multiplying by the conversion factor for consumption.
The prices of tradable goods are expressed in CIF and FOB vaue for import goods and export goods
respectively. These vaues indicate the actua border price. However, snce the border price of
non-tradable goods cannot be converted directly, the border price of inputs which are needed to
produce non-tradable goods must be examined and adopted.

(2) Transfer Items

Import and export duties, other taxes and subsidies are merdly transfer items which do not actualy
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reflect any consumption of natural resources. Therefore, these transfer items should be diminated
from costs and benefits of projectsfor the economic andyss.

(3) Conversion Fector
There are4 kinds of conversion factor for labor and goods:

a) Standard conversion factor (SCF),

b) Converson factor for consumption (CFC),
¢) Converson factor for skilled labor, and

d) Converson factor for unskilled factor.

Each conversion factor is determined as follows.
1) Standard conversion factor (SCF)

Standard conversion factor is introduced to the anadysis to determine the economic price of certain
goods which cannot be directly revalued at the border price. These goods include most non-tradable
goods and services. The standard conversion factor of the Philippines in 2000 is estimated to be
0.967, applying the following S mple gpproximate equation and basic data.

Where:
X: Commodity exports
M: Commaodity imports
D: Import duty

. (X+M)
~(X+M +D)

Table13.21 Basc Datafor Estimation of SCFfrom 1995 to 1999
(Unit: million pesos at current price)

Commodity Commodity Import Duty SCF
Exports (FOB) Imports (FOB)
1995 446,736 684,431 97,601 0.921
1996 538,627 851,887 104,566 0.930
1997 736,775 1,065,329 94,800 0.950
1998 1,187,997 1,213,732 76,005 0.969
1999 1,358,766 1,210,302 86,497 0.967

Source: 2000 Philippine Stetitical Yearbook
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2) Conversion factor for consumption (CFC)

Conversion factor for consumption is introduced to convert market price of consumption goods into
the border price. Conversion factor for consumption is usudly calculated in the same manner as
standard conversion factor, replacing total imports and exports by those of consumption goods only.
However, vaue for abovementioned consumption goods has not been announced officialy. In this
andyss, “foreign exchange premium (1.2)” which is derived from the NEDA guide line, will be
adopted to determine the conversion factor for consumption goods. Converson factor for
consumption is expressed by the following equation:

CFC=1/12=0.833

3) Conversion factor for skilled labor

The cost of skilled labor is caculated based on actual market wages, assuming that the market
mechanism is properly functioning. However, since the market wages are domestic costs or market
cogts, they must be converted into the border price by multiplying the market wages by the CFC.
Therefore, conversion factor for skilled labor isequa to CFC.

Conversion Fector for Skilled Labor = Market WageRate ~ CFC
=10 0833
=0.833

4) Conversion factor for unskilled |abor

Since wages which are paid to unskilled labor during project implementation are usudly far from the
above opportunity cost, these market wages should not be introduced to the anadlysis as the economic
vaue of unskilled labor. Unskilled labors are usualy provided from the agricultural sector. In this
economic anaysis, the economic cost of unskilled labor is estimated based on a smplified measure
of the opportunity cost, considering the productivity of the agricultural sector.

Conversion Factor for Unskilled Labor= (Opportunity Cost / Worker’s Cost of Construction) CFC
=(140.0/190.0) 0.833
=0.614

1324 Codgsof Projects

(1) Components of Project Costs

Components of project costs are tabulated in Table 13.2.2. Vaues of components are converted from
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the financid price basis into the economic price bass. Financia costs and taxes which are included
in the components as the sub-cost items have to be excluded from values of components because
they are“ Transfer cost items’ rather than *“ Economic cost items”.

Table13.22 Componentsof Project Costs

Components of Project _ .
Definition of Components of Project Costs
Codis
Congtruction Cost Thisistheinitia congtruction cost or reconstruction cost or rehabilitation cost of
port facilities, and cogts of large-scae equipment installed at a port.
Replacement Cogt Thisis the cost of replacing large-scae equipment. This cost is generated when

the service life of equipment expires. Economic/physicd life time of each facility
and item of equipment is dipulated in “Depreciation life time table of facilities
and equipment”.

Maintenance Cost This is the annud cogt for maintaining expected functions of facilities and
equipment at a port. Cogts of maintaining facilities and equipment are usualy
estimated by a fixed proportion of origina congtruction and purchasing costs,
excluding costs of dredging and reclamation costs. Usudly, fixed portion for
facilities and equipment is 1% and 5%, respectively.

Operation Codts Thisistheannua codt for operating facilities and equipment a aport. Itismainly
composed of personnd cost, communication cogt, travel cost and materia codt.
Personnd cogt is based on the present financia data of port authorities, and must
be converted into the economic price by CFC for skilled labor. Other codts are
usually estimated as 40% of personnd codts.

(2) Sub-classfication

Sub-classification of project costs and reasons for the sub-classfication are summarized in Table
13.2.3and Table 13.2 4, respectively.

Table13.2.3 Sub-classfied Cost of Project
Sub-classification Sub-classified cost
By components of Cogts + Personnd cost by skilled and unskilled labor cost
+ Materia and fuel cost

+ Purchasing cost of equipments
+ Land acquisition cost

By supplying methods of | + Local portion

materias and services + Foreign portion
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Table13.24 Reason of Sub-classfication

Sub-classification Reason
Sub-classified costs by Methods are gpplied for estimating opportunity costs of unskilled labor and
components of costs land acquisition cost from ones for the other sub-classified cogt items.
Sub-dlassified costsby Economic vaue of maerids and sarvices are different depending on
supplying methods whether they are supplied domestically or from abroad.

13.25 Bendfitsof Projects

(1) Bendfit Items

As benefits of projects brought about by the short-term plan, the following items are identified.

1) Saving in Land Transportation Cost

2) Saving in Water Trangportation Cost by Introduction of Large Vessd Cdling at Port.
3) Saving in Cargo Handling Cost

4) Saving in Interest of Cargo Costs

5) Reduction of Vessd Waiting Time

6) Reduction of Vessel Timeat Berth

7) Reduction of Cargo Damage and Accidents at a Port

8) Promotion of Regiona Economic Development

9) Increase in Employment Opportunities and Income

Benefit item 1), 2), 3), 4), 5), 6) and 8) are consdered countable, but benefit item 7) and 9) are
usudly uncountable. As a result, some kinds of benefit items of projects which can be clearly
identified as benefit items are not necessarily enumerated in thisanadysis.

(2) Cdculation of Benefits

1) Saving in Inland Trangportation Costs

In the “Without” case, investment activities for industrial estate might be delayed or cancelled, dueto
the inconvenience of port utilization. In this analys's, only on-going projects at industrial estates are
assumed to be fully developed by the target year. Other projects which are not initiated for industria
production are not assumed to be developed from now on. Based on the above assumption, the
“Without” case will not be able to take advantage of a new port. Accordingly, a consderable amount
of overflowed outbound cargo which is generated a the exigting industrid estates must be
transported to the nearest adjacent commercia port by truck. At the same time, a consderable
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amount of overflowed inbound cargo which needs to be accommodated at the existing industrial
estates must be handled at the nearest adjacent port, and then transported to the final destination by
truck.

On the other hand, in the “With” case, al outbound and inbound cargo will be loaded and unloaded
a anew port. Therefore, saving in land trangportation costs can be taken into account as a substantial
benefit of the project. Benefit which will accrue to the national economy from the project can be
caculated by the following formula

Saving in Land Transportation Cost
= (Volume of Overflowed Inbound and Outbound Cargo at the Existing Port)
* (Land Trangportation Cost between the Nearest Adjacent Port and Industrid Estates
Concerned)

2) Saving in Water Transportation Cost by Introduction of Large Vessel Calling at Port

When large container vessdl cdling is available because of the “With” case, that larger vessdl can
trangport agreater volume of cargo for one vessdl navigation. As aresult, cargo transport cost per ton
becomes less expensive in the “With” case than in the “Without” case. The lower aggregated vessd
trangport cost by introduction of larger vessel cdll isregarded as a benefit of the project.

3) Saving in Cargo Handling Cost

When efficient cargo handling equipment is ingtdled a ports in the “With” case, those cargo
handling time will be lower compared to the “Without” case. Accordingly, the port will gain a
consderable amount of benefits by reduction of cargo handling time at port. . Benefit which will
accrueto the nationa economy from the project can be calculated by the following formula

Saving of Cargo Handling Cost
= (Volume of CargoinaYear) * (Totd Reduced Hours per Unit Cargo Volume)
* (Handling Cost of Cargo per Hour )

(4) Promotion of Regiona Economic Devel opment

By estimating the mount of vaue added land price generated by industrid development in the port
hinterland, benefits of “With” case are determined. In the analyss, only factories located in the port
hinterland, which mostly handle goods for inbound / outbound, are examined. When foreign unit rate
per square meter of value added land price is used in the andlysis, that rate must be exchanged to
local currency in the Philippines. In addition, since vaue added land price is influenced by the labor
cog, it should be decided considering the difference of |abor cost between two countries. The benefit
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accrued from industrial development can be estimated by the following formula.
Benefits = Converted Unit Rate of Value Added Land Price (peso/m2)
* Factory Area(m2) * Contribution Rate to Port (%)
1326 EconomicInternal Rate of Return (EIRR)
(1) Cdculation of EIRR
EIRR isintroduced to the economic andysis to gppraise the economic feasbility 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. It is caculated by using the following formula

¢ Bi-Ci
A’
Where, n : Project life,
Bi : Benefit in thei-th year: thefird year isthe base yesr,
Ci : Cogtinthei-th year
r : Discount rate.
(2) Sengtivity Andyss

In order to examine the feashility of a project when the given assumptions are changed, the
following sengtivity analysisiscarried out.

1) Project cogsincrease by 10%, and

2) Project benefits decrease by 10%

133 EconomicAnalysisfor Port Development Project in the Philippines
1331 Cod and Bendfit
(1) Economic Cost

The financid costs have been adjusted to act for the project economic cost. The adjustments are in
respect to the duties and tax. The contingency of price escalation is excluded. Taxes and duties are
taken out as these factors are just trandfers in the economy. The economic codts of each port are
caculated according to NEDA's guideline in which the foreign components are multiplied by 1.2
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and the local components by 1.0. The investment cost is distributed according to the implementation
schedule.

(2) Economic Benefit

Benefits from savings in reduced vessd waiting time and reduced vessd time a berth were
consderable in the economic evauation of the project. The estimated vessel cost per day for each
port is different. Vessel cost per day by average vessdl sze is calculated based on the demurrage or
price of waiting, which cover crew sdaries, food, fud and oil expenses.

13.3.2 Economic Evaluation of Representative Port Development Projects

In order to conduct the economic andyss, the following four (4) port development projects are
Sl ected.

1) Batangas Port Phase-2 project (International container terminal)

2) lloilo Port internationa bulk / breakbulk terminal construction project,

3) Zamboanga Port domestic and international multi-purpose termina construction project, and
4) Araceli RO/RO termina congtruction project

EIRR of each project is calculated according to the base case traffic demand forecast. The calculation
tables of EIRR estimation are shown in Appendix 13.3. Table A13.3.1 to A13.3.4 show the result of
the economic analyss of the above 4 port development projects. All four (4) projects have an EIRR
vaue of more than 15%, which is recommended by NEDA as the gppropriate economic vaue for
project justification. Among various kinds of economic benefits, the reduction of vessel waiting time
at port and cargo handling time at berth are the largest. Regarding the economic analysis at Batangas
Port, the reduction of land trangport cost aso results in a large economic benefit. Import/export
products which are needed or generated at Export Processing Zones (EPZ) in CALAVARZON
region, are now transported to/from the Port of Manila. When the international container termind at
Batangas is operationd, those import/export products at EPZ will be transported to/from the Port of
Batangas, which islocated close to EPZ in CALAVARZON. The reduction of land transport cost for
import/export products a EPZ is one of the most important benefits in terms of the economic
justification of the Batangas international container termind project.

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

Table 13.3.1 Result of Economic Anadysis

Internationd

Classfication GatewayPort Important Internationa Transport Port RO/RO Port
Port BatangasPhase-2 | lloilo Zamboanga Aracdi
Project Internationa International bulk/ Domestic and RO/RO Rier (30m),
container termind: | bresk bulk berths international multi- | Causeway (250m)
3 berths (400m) purpose berth
(200m)
Project Cost 5,680 mil P 1,700 mil P 1,670 mil P 39mil P
Benefits 1.Reduction of 1.Reduction of vessdl | 1.Reduction of 1.Reduction of vesd
vessd waiting waiting time. vesd waitingtime. | waiting time.
time. 2.Reduction of cargo | 2.Reduction of 2.Elimination of cargo
2.Reduction of handling time. cargo handling time. | handling cost by means
cargo handling of abalition of termina
time. operator service.
3.Reduction of land (Sdf-propdled
trangport time. embarkation)
3.Reduction of
passenger'swaiting time
a embarkation.
4.Reduction of cargo
spoilage at embarkation /
disembarkation.
EIRR 291 % 284 % 28.3% 22.2%
Sensitivity
Andlysis 26.9% 26.0% 262 % 202 %
(Theworse
scenario)

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

The mgor objective of this chapter isto describe al of aspects relating to the efficiency of the port.
"Efficiency” is directly related not only to cargo handling activity / port procedure / berthing /
utilizing berth but aso to safety, security, and port and personnel development.

For improving the efficiency of sea transportation in the Philippines and supporting regiona
socio-economic development, it is important not only to develop adequate port facilities but also to
utilize port facilities efficiently. 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 also terminal
operators and port authorities. Furthermore, waning competitive power among ports, insufficient
undergtlanding 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 system and implementation plans
will be proposed.
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14.2 CargoHandling Efficiency

Lack of cargo handling equipment is one of the most important factors affecting the cargo handling
efficiency in Philippine ports. Except for mgor ports with large volumes of cargo such as MICT,
Manila South Harbor, Cebu, Davao and Batangas, most ports don't have sufficient cargo handling
equipment, or they only have old equipment without enough spare parts/ maintenance. Asshownin
Appendix 14.2.1, most ports only have forklifts as their main equipment. In smdl ports, manua
operation (by human power) for bagged and bottled cargo is commonly observed. Insufficient
equipment is more problem at larger scde ports which have a large quantity of cargo. Cargo
handling efficiency differs greatly depending on whether proper equipment is available or not (thisis
especidly true for containers). As shown in Table 14.2.1, it is obvious that the container handling
efficiency a MICT and Manila South Harbor is much higher than the other ports.

14.2.1 Cargo Handling Efficiency in Philippine Ports
Cargo handling efficiency a mgor portsin the Philippinesisshownin Table 14.2.1.
(1) Magor Portsinthe Philippines

Container cargo handling volume and efficiency of world mgor container ports such as Singapore,
Hong Kong, Kaohsiung and Tokyo are shown in Table 14.2.2.

The productivity of container cranesin MICT is not inferior to those of mgor container ports in the
world. However, there is strong evidence in the column of the productivity per hour that much higher
productivity is achieved in Singagpore, Hong Kong and other mgor ports than MICT and Tokyo
athough productivity per crane at those ports is lower. In mgor ports, utilizing plural cranes for one
container vessel smultaneoudy is the standard way to achieve such a high level of productivity.
Moreover, use of plura cranesisusudly stipulated in the contract.

(20 Comparison with Targeted Cargo Handling Efficiency

In generd, cargo handling efficiency targeted by commodity isshownin Table 14.2.3.

With regarding to foreign container handling, container handling efficiency in MICT and Manila
South Harbor is satisfied these targeted values. However most of other ports are not satisfactory.
Furthermore, cargo handling efficiency is lower a multi purpose berths. Bulk cargo handling is
frequently interrupted and the vessd is forced to leave the berth temporarily a the arrivd of a
RO/RO vessd, which is given priority in berthing. Specidization of berths by cargo handling types
will increase the efficiency if the port has amultiple number of berths.
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Table14.2.2 Average Cargo Handling Efficiency in Mgor Foreign Container Ports

Cargotype Volume Efficiency | Efficiency
Remarks
Port name (TEUs, 2001) | (box/cranehh) | (box /hour)
Hong Kong (China) 17,900,000 21-25 100-125 | Using 5 cranesfor trunk line vessdls
) ) Using 5-7 cranesfor trunk line vessds
Singapore (Singapore) 15,520,000 22-24 100-130 ] _
(Maximum 200 box/h for Mega ship)
Busan (Korea) 8,072,814 22-25 75 Obliged to use 3 cranes by contract
Kaohsiung (Taiwan) 7,540,000 25-28 81 Using 3 cranesfor vessels.
Rotterdam (Holland) o 0 3-crane utilization is guaranteed by
Hanno Terminal contract
6,102,000 .
Rotterdam (Holland) - - "80 box / hour" is guaranteed by contract.
DdtaECT Termina ECT isfull-automated termind.
LA/LB (USA) 5,183,520 25 26 Minimum vessel production guarantee is
Eagle Termina (LA) given to shipping companies by contract.
LA /LB (USA) 4,462,971
30-33 - -
TraPac Termind (LB)
NY /NJ(USA) 0 Minimum vessdl production guarantee is
Maher Termina iven to shipping companies by contract.
3,316,275 J Pping compeniesty
NY /NJ(USA)
. ] 25-26 - -
Hook Container Termind
Tokyo (Japan) 2,535,841 35-38 80 Using 2-3 cranesfor vessdls,
LeHarve (France) _ -
] i 25 75 Average 3 cranesare basically utilized.
Normandie Termina
1,525,000 . -
LeHarve (France) - 5 Average 2.5 cranesare basicaly utilized.
Atlantic Termina (about 18 hoursfor 1,000 box)
MICT Container: 25 box / crane/ hour (by
o 928,249 35 105 Contract) Using 3 cranesfor vessds.
(Philippines PPA) )
(Maximum 4)
South Harbor Container: 75% of equipment's officia
o 590,623 25 - ]
(Philippines PPA) rate cgpacity (by Contract)
Cebu (Philippine CPA
U ( G rth . ) 404,262 180
pper: Gantry, Lower: - -
) (2000) 109
Shipgear)

Source: JCA Study Team based on the result of survey and Containerization Internationa 2002
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Table14.2.3

Cargo Handling Efficiency Targeted by Commodity

Commodity Type of Package CycdeTime Efficiency (per hour)
Sed Products
Stedl Sheets Skids (@1.5t-2.01) 4 min/lift 40tx 15lift=60t
Sted Plates Bare (@2.0t-4.0yt) 5 min/lift 4.0t x 12 lift= 48t
Sted Bars Barelength cargo (@1.0t —2.0t) 5 minvlift 30tx121ift=36t
Sted Cails Bare (5.0t-8.01) 5 min/lift 6.0t x 12 lift="72t
Sted Pipes Bundleslength cargo (@2.0t- 3.0t) 5 min/lift 30tx 12lift=36t
Sted Scraps Bare (Various), Magnet Instrument 2.5 min/lift 10tx 24 lift=24t
Lumber or Logs
Lumber Bundle (@1.0t-1.5t) 3 min/lift 30tx 20lift=60t
Pywood Bundle (@1.0t) 3 min/lift 20t x 201ift=40t
Logs Bare (Various), (By Folk Grub) A min/lift 30 tong’hour
Bagged Cargo
Fertilizer 50 kgs/ Bags (Per Sling 50 Bags) 4 min/lift 25tx 15lift=37t
Cement 40 kgs/ Bags (Per Sing 50 Bags) 3min/lift 2.0t x 20lift=40t
Whest (Grain) 50 Kgs/ Bags (Per Sing 50 Bags) 4 min/lift 2.5t x 15lift=37t
General Cargo
Pdletized Cargo 18t/Pdlets 3min/lift 1.8t x 20lift=36t
Wooden Case 1.0t/Package 3 min/lift 1.0t x 20lift=20t
Bottled Cargo on Pdlet 20t/Pdlet 3 min/lift 2.0t x 20lift=40t
Carton Box Cargoon Pdlet | 1.8 t/Pdlet 3 min/lift 18t x 20lift=36t
Bulk Cargo
Grainin Bulk Cargo By Mechanica Operation. Depend on Ability of Machine
Cod in Bulk Cargo By Mechanica Operation. Depend on Ability of Machine
Liquid Cargo
Liquid Bulk Depend on Ships Un-loading Pumps
Container Box
20" /40 Box by Gantry Crane 25 min/cycle 24 boxes/hour
10'/20'/40° Box by Ships Gear 5.0 min/cycle 12 boxes’hour

Source: JCA STUDY TEAM
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14.2.2 CargoHandling Contract in Magjor Ports

Port authorities at public ports contract out cargo handling operations to private companies in the
Philippines. As contracts follow the conditions prescribed by PPA and CPA, which are the major port
authorities in the Philippines, a standard condition of a PPA / CPA contract for cargo handling is
described below.

(1) CargoHandling Contract in PPA Ports

Detailed information on PPA Cargo Handling Contract is shown in Appendix14.2.3. The outline of
PPA Adminigrative Order No0.01-2001, "Guideline for the Issuance of Probationary & Long-Term
Contract For Expired and Expiring CH Contract", new cargo handling contract system in PPA Ports,
isasfollows,

1)

2)

3)

Probationary Contract

A probationary one-time contract for two years may be issued to exigting terminal operators
subject to compliance to the "Productivity”, "Business plan" which conssts of demand forecas,
ingdling and updating cargo handling equipment and marketing drategy, "Development
worker and employees program”, and so on. These items will be evaluated by the evaluation
committee which consgts of related PPA-PDO digtrict manager, PMO port manager and
representatives from cargo owners/shippers and PPA Head Office. After the evaluation and
review by PPA Assstant Generd Manager, the probationary contract will be approved by PPA
Generd Manager.

Long-Term Contract

After a probationary contract, a long-term contract of not more than ten (10) years may be
issued depending on the operationd, financid, and development needs of the port and the
invesment made by the operator, subject to the requirements such as "Cargo handling
performance’, "Business plan” and so on.

Mechanics of Implementation

Probationary contract on cargo handling operations is implemented when the existing contract
isexpired or expiring. After the submission of gpplication documents and evaluation, PPA PMO
shdl conduct a public hearing with concerned port users. After approva of the probationary
contract and when the cargo handler can keep the good condition on their cargo handling
operation, long-term contract may be issued. If the terminad operator fails to comply with the
contract conditions and the requirement for the port users endorsement, the probationary
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4)

contract shal be cancelled and the Authority shdl take over the cargo handling services and
conduct a public bidding consistent with exigting regulations. PPA PMO will be monitored the
contract annually even the long-term contract is approved.

Outline of "Busness Plan”

In the renewal PPA's cargo handling contract stated in PPA A.O. 01-2001, statement of
"Business plan” is newly defined. "Business plan” is employed by the termina operator to
effectively provide, manage, operate, and market to ensure fast turn around of vessdls, attain
sarvice satisfaction of concerned users and entice port clientele to patronize the port. The plan
shdl include, among, others, thefollowing items,

Traffic Projection and Analysis

Based on actud datistics on vessd Evauation of the operator's monthly performance
Cargo Handling Equipment
The equipment requirement sufficient to handle the cargoes, procured and made available
for the duration of the contract.

Productivity Commitment

The productivity commitment to handle cargoes efficiency and passengers of the port.
Capital Sructure

Investment or capitaization requirements sufficient to attain its objectives as stated in the
BusinessPlan.

Safety and Security Program

A commitment of action plan and projects to ensure safety and security of the port, cargoes
and itsfacilities,

Marketing Srategy

A st of activities that will show how the services will be marketed, make such services
conveniently available, offer a positive image of the company, make the service affordable
and reflect the value of the services rendered.

Manual of Systems and Procedure

Prepared systems and procedures manua for port operations and finance transactions, and
other activities of thetermina operator with its clients and port users.

People Devel opment

A program for the improvement of the worker's and employee's welfare to include, anong
others, training, financial amelioration, etc.

Mogt of the remarkable item is "Cargo Handling Equipment” in which the equipment
ingtalation and upgrading program is stated. The contents of the program are connecting
directly to the "Productivity Commitment”. And the business plan including future plan on
cargo handling will be published, evauated and discussed with shipping company, consignee
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though the public hearing before findizing the contract. .

However the scope of termina operators for renewd (probationary) contract by PPA A.O.
01-2001 is applied only for existing operators, and opportunities for new applicants chance to
join in the contracts is limited except for in case of the probationary contract is terminated
because of existing operator'sfailure.

Under the PPA’s cargo handling contract system, the section on "Cargo Handling Equipment”,
in which the equipment installation and upgrading program is stated, is particularly noteworthy.
The contents of the program are connecting directly to the "Productivity Commitment”. And the
business plan including future plan on cargo handling is published, evauated and discussed
with shipping company, consignee though the public hearing before finaizing the contract.
However, the renewa (probationary) contract by PPA A.O. 01-2001 is applied only for existing
operators. Opportunities for new gpplicants are limited. The only chance for new gpplicants is
for the probationary contract of an existing operator is terminated due to falure on his part to
carry out the obligations described in the contract.

(2  CargoHandling Contract in CPA Port

In the contract of CPA, there is no statement about "Business plan”. In the CPA contract, 10 - 12% of
gross income on domestic cargo will be remitted to the Authority as a privilege fee. And other
conditions are dmost as same as PPA'sone.

However by CPA's contract policy mentioned in Appendix 14.2.3 (1) - 1), only domestic companies
can join the bidding of cargo handling contracts, athough the bidding may be dispensed if the cargo
volumeislow or handling activity is primarily manua operation at the port.

Detailed information on CPA cargo handling contract is described in Appendix 14.2.3.

14.2.3 Problemson Exigting Cargo Handling

Thefollowing problemsissues needed to be examined;

(1) Lack of Monitoring Function on Cargo Handling Efficiency Rate
To secure efficient cargo handling operation, a "minimum efficiency” clause isincluded in the
PPA / CPA's contract. However, it is necessary to ensure that efficiency rate dtated in the
contract is appropriate or not. Unredigtic high "minimum efficiency” rate can often be seen in
the contract of a port (In the contract, minimum efficiency for container by boom/winch is

sated as 26 boxes/hour, as high rate as by quayside container crane.) and the terminal operator
cannot achieve the efficiency.
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3

4

)

©)

Lack of Equipment / Maintenance for Equipment Affects Efficiency

A termina operator is obliged to supply sufficient equipment to achieve the "minimum
efficiency” stipulated in its contract. However, there are cases where the "minimum efficiency”
is lower than that required by shipping lines, not the cargo handling company, shipping
company hasto procure additiona equipment if it desires greater efficiency. Thiskind of caseis
actualy occurred in a mgor port. Furthermore, existing equipments are generally secondhand
onesin government ports and there are so many equipmentsin poor conditions.

Mix Use of Berth Cause Various Negative Effects

In case of cargo handling volume is larger, because of insufficient berthing facilities, practice of
mix use of berths for break-bulk, bulk, RO/RO and containers are observed. which cause
various negative effects. Priority berthing and operations for RO/RO interferes and interrupt
bulk cargo handling. And RO/RO vessdl berthing perpendicular to the wharf with diagona
mooring lines restricts other vessls mooring. In case of cargo handling volume is small, this
problem doesn't exist.

Lack of Labor Qudification (Lack of Safety / Security Matters)

Due to inexistence of labor qudification and license system for specia equipment handling,
many tools, equipments and cargoes are damaged and aso causing accidents. Many domestic
containers cannot fit for "twist lock™ because the boxes are deformed by bad handling.

Some operators prefer to hire unskilled labors because of their lower wage. Efficient and safety
operation require qualified labors.

Operator is Reluctant to Invest in the Equipment

Because contract period is shorter than life span of the equipment (depreciation term),
investment cost cannot be recovered. With cargo handling contract system, an operator haslittle
incentive to improve productivity because additiona revenue is aso subject to the contribution
to the authority. And operators have no rights to set handling tariff or bargain to the customers.
Furthermore, some of operators/ workers are lazy to replace for proper equipments because of
lack of equipments.

Necessity of much Coordination among Termina Operator and Shipping Company

Shipping companies are obliged to contact to the different terminal operators in each PPA port.
As the cargo handling equipment may be different from port to port, it could be difficult to
achieve efficient operations.
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14.24 Proposal on Cargo Handling Efficiency and Contract

Mechanization requires incentives. Introduction of cargo handling equipment must have sufficient
incentives for both ships and cargo operators. Ships prefer to use own gear if berthing tariff is low,
since there is no incentive to speed up operaion by port equipment which requires additiona
payment. Operator will not invest in equipment unless he is convinced that his investment can be
recovered. Extremely low tariff level in ports is weakening the financia position of ports and
operators.

(1) Longer Cargo Handling Contract Period for Operator

Contract period should be extended at least more than 15 years

The basc depreciation period of cargo handling equipment is 15 years. Operators cannot
procure enough funds to purchase proper equipment in the existing contract system, 2-year
probationary contract and 10-year long-term contract. Meanwhile it is aso important to ensure
that only qualified termina operators are given alonger term contract.

The qudifications of terminal operators need to be strictly checked

A system to ensure whether the operator has proper a license certificate or not needs to be
adopted.

The scope of the PPA's contract should be opened to the new entries

Under existing policy, only existing operators can apply for the renewal contract. To promote
competition between the operators, the scope should be expanded.

(2) Assgancein Procuring Cargo Handling Equipment (Fund, Lease, Etc)

Mogt termina operators do not have the financid means to procure and to ingtal new/extra
equipment. To expedite mechanization, some of the following messures to assst operators should be
examined,

Financia assstance from port authority / public port development body

Provision (or lease) of equipment by the authority / public port development body

Provisgon of bank loan with preferentia interest rates guaranteed by the authority / public port
development body

Direct loan from the authority to the operator

Crestion of fund to purchase cargo handling equipment (Modernization fund)

Examples of "Modernization fund" in foreign countries are shown in Appendix 14.2.4.

Furthermore, it should be stated in the contract that operator can get some incentives againgt the
provision of new equipment to increase the efficiency. (e.g. reducing government share)
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(3) Strict Monitoring of Terminal Operator's Productivity

Although monitoring efficiency is stipulated in the cargo handling contract, it cannot be said that the
monitoring function is effectively working. In the port traffic statisticsin each port, the data related to
port charge are stated correctly, however the data on the service time of laborers and equipment are
incorrect and incomplete at amost al ports. At present, cargo handling companies report their
efficiency to the Authority in a semi-annua productivity report, however the contents of the reports
are sometimes inadequate.

Especidly in mgjor ports, the Authority should monitor the terminal operator's productivity twice a
year againg their semi-annua productivity report, and the Authority should suspend, cancd or
terminate the contract of atermina operator if heisunable to meet the required level of efficiency.

(4) Ingalation of Proper Equipment

Following conditions are required to achieve effective and safe operations,

Utilizing proper equipment by cargo handling type

Employing qudified laborersto operate equipment properly

Establishment of training system for developing qualified laborers

Obligating laborersto get licenses or certificate

Discipline for laborers/ Strict application of IMO code (for handling dangerous cargo)

Ensuring that licensed laborers are arranged in each shift (for efficient operation with safety and
security)

(5) Implementation of Business Plan

In PPA's cargo handling contract system, evaluation of new cargo handling contract including
"Business plan” is implemented through public hearing with port related companies, therefore
discussion on the future investment program to the port by the operator is possible. Port authority can
aso examineits own investment plan such as construction of facilities, assstance it may offer to the
operator for installing new equipment etc. Shipping company aso can examine whether the port is
atractive as a port of cal or not through the business plan. Thus the "Business plan” can help to
further port promotion.

However, the guiddine for making the "Business plan” is the same in every contract. It should be
possible to change the “Business plan” according to the conditions of each port and its hinterland
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14.3 Port Tariff

14.3.1 Present Situation

Taiff is classfied into "Port tariff" and "Cargo handling tariff" by PPA, while other government
agencies such as CPA and SBMA regulate their own tariff systems. The draft of port tariffs is
prepared by PPA itsdf and approved by the President. PPA's port tariff is gpplied not only to PPA
ports but aso to most ports under other agencies such as CPA, LGU and private companies.
Although SBMA applies alower tariff than PPA's, they utilize the same items as PPA's. Thereforeit
can be consdered that the port tariff system in each port isthe same.

Meanwhile, the draft of cargo handling tariff is prepared in each port by respective private cargo
handling companies. The draft is brought to PPA-PMO and submitted to the related organizations
such as NEDA regiond development office and cargo suppliers which consider the proposed cargo
handling tariffs from the viewpoint of those in neighboring ports and economic activities in their
hinterland. Then, the draft of cargo handling tariffs will be brought to PPA head office for find
approva by the PPA board. Other authorities such as CPA, SBMA and so on, aoply sSmilar
proceduresin deciding their own cargo handling tariff.

Present Stuation and problems on PPA tariff system is mainly described in this section. Detailed
information on PPA / CPA / SBMA port tariff and cargo handling tariff are shown in Appendix 14.3.

Q) PPA Port Taiffs

PPA port tariffs consst of "Charge on Vessdl", "Charge on Cargoes' and "Charge on Storage”’. Same
port tariff structure is seen in CPA and SBMA port tariffs. The amount of CPA port tariff rates are as
same as PPA while SBMA port tariff rates are set lower. Outline of these port tariff items are as
follows,

1) ChargeonVesss

Port dues

It isacharge againgt vessals engaged in foreign trade When avessd enter any port whether
private or government, on each cal based on its GRT a US$0.081/GRT in dl ports in
Philippines.

Dockage
It isacharge agangt vessels engaged in foreign trade that berth at any port of call based on

GRT per cdendar day or afraction thereof.

Usagefee
It isacharge on vessals engaged in domestic trade in accordance with their GRT.
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2) Chargeon Cargoes

Wharfage
It is the amount assessed againgt cargoes for the use of the sea, wharves/piers or any other

port facility and is paid by the shipper or consignee, asthe case may be.
3) Chargeon Storage
Charge on sorage differs by cargo transportation modes.
Detailed information of PPA port tariffsare shown in TableAP14.3.1 to 14.3.8 in Appendix 14.3.
(20  CagoHandling Taiff

Cargo handling tariffs are different in each PPA port. Cargo handling tariffsin al PPA base ports (22
ports) are shown in Appendix 14.3.3. As can be seen in those tables, the tariff system lacks
uniformity. In fact, different units, classfication of commodities and classfication of items (i.e.
"Termina Operations Charge'’ at Davao port) are basicaly applied.

PPA has aplan to improve their tariff system. Same unit will be applied to the tariff system, and the
system will be classified in the port classfication shown in Table A14.3.9. Furthermore, in line with
"Presidentid Commitments and Directives issued during the 11th Mindanao Business Conferencein
Surigao City on Aug 30 2002", PPA adopted a universd rate for collecting the government share
from the revenues of cargo handlers pegging the rate at 10% for domestic and 20% for internationa
cargo. CPA aso adopted new fixed rates as same as PPA.

14.3.2 Comparison of Port Tariff with Other Factors

Comparison of PPA port tariffs with Port of Kaohsiung (Taiwan), Port of Bangkok (Thailand) , Port
of Tokyo and Chiba (Jgpan) is made in the following section. Container handling volume rankings of
the above ports and those of the Philippines are shown in Table 14.3.1. Comparison with vessd
operation expenses, socid factors such as minimum wage and consumer index prices are aso
mentioned in the following.

(1)) Comparison of Port Tariffswith Other Mgor Ports

Comparison of tariff in each item is difficult because the unit, way of computing, commodity price
and value of money are different in each country, athough, examination of tariff comparison in
specific conditions isimplemented in the following section. (Tariffs of foreign country are converted
into Philippine pesos or US dallars).
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Table14.3.1

World Container Port Traffic League

Rank 2001 Port name TEU 2001 | TEU 2000 | Rank 2000 Country
4 | Kaohsung 7,540,000 7,425,832 4 | Tawan
19 | Tokyo 2,535,841 2,899,452 15 | Jgpan
23 | Manila 2,296,151 2,291,704 21 | Philippines
60 | Bangkok 1,069,180 1,973,517 53 | Thaland
- | Cebu (404,262) (116) | Philippines
183 | Cagayan De Oro 158,607 148,482 193 | Philippines
185 | Daveo 154,580 145,372 196 | Philippines
208 | Generad Santos 120,959 115,363 219 | Philippines
230 | llailo 98,471 75,124 254 | Philippines
281 | Zamboanga 56,680 56,934 284 | Philippines
284 | Chiba 52,412 57,535 282 | Japan

Source: Containerization Internationa Yearbook 2003
* Cebu isnot listed in this data. Rank 2000 is estimated by its container volumein 2000

When examining port due for vessdls more than 2,250 GRT, the tariff in the Philippines
(US$0.081/GRYT) is higher than in Tokyo (US$0.023GRT) but less than in Bangkok (US$ 0.240 /
GRT). There is no setting in Kaohsiung port's tariff structure for port dues, however, Tonnage tax is
collected instead. Tonnage tax isalso collected a Tokyo port.

Next, the case of a 10,000 GRT foreign / domestic container vessdl with 12-hour berthing term,
caculation of dockage, usage on thisvessd isasfollows.

Port Name Dockage Usage
Philippines. | USD 0.039x 1 day x 10,000 GRT =USD 390 PHP 050 x 1 day x 10,000 GRT = PHP 5,000
Kaohsung: | USD 54.43 x 12 hours= USD 654 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

Most of foreign ports have hourly basistariff structure. Dockage and usage in Japanese ports are dso
classfied by berthing hour while tariff structure in the Philippinesis daily bass. Based on the port
tariff in each port shown in Table 14.3.2, the comparison of whole port tariffs are shown in Table
14.3.3.

Dockage in the Philippines is less than other major port except for Bangkok. Meanwhile, usage in
the Philippines is quite lower compared to other ports despite the tariff structure is daily bass.
Wharfage on foreign container cargo in the Philippinesis lower than the tariff in Kaohsung but not
sgnificant different from the tariff in Bangkok.
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Table14.3.3

Comparison of Port Tariffswith Mgor Foreign Ports

Port Tariffs on Container \Vessel Unit Philippines Kaohsiung Bangkok Tokyo
Port Dues (USD) usD 810 na™* 2,400 230 !
Dockege (USD) for foreignvessel | USD 390 653 259 854
Usage (PHP) for domedticvessel | PHP 5,000 34,927 13,824 45,890
Wharfage on Container Cargo /box

Foreign 20 ft Import PHP 519.35 1,284.36 473.60 na"?
Foreign 20 ft Export | PHP 259.70 1,73558 473.60 na
Domestic 20 ft | PHP 69.00 546.70 473.60 na"

* In case of 10,000 GRT container vessdl with foreign/ domestic containers, 12hours berthing time.
*1 Tonnage tax is collected instead of port dues. Tokyo port aso collects tonnage tax.
*2 Thereis no wharfage in Japanese ports.

Source: JCA Study Team based on Port Tariff in each port.

Furthermore, as shown in Table 14.3.2, wharfage on non-containerized cargo of Philippine ports is
higher than in Bangkok, but amost 50% lower than in Kaohsiung. However, there is no wharfage on
export cargo in Kaohsiung (this tariff islevied on the shipper, not the shipping company), therefore
when considering import and export cargo collectively, low wharfage in the Philippinesis not a big
advantage. Detailed information on port tariff in Bangkok, Kaohsung and Japanese ports are shown
in Appendix 14.3.5.

(2 Comparison with Vessd Operation Cost

As shown in Figure 14.3.1, share of port tariffs against the domestic vessal operation expensein the
Philippinesisonly 1%. Mgor expenses of vessdl operation are fuel, maintenance and personnd cogt,
and port tariffs are quite little cost to the domestic shipping company. However, wharfage isincluded
in the port tariff caculated by the Philippine domestic shipping companies data. Shipping company
will tariff the cost of wharfage to shippers as apart of freight. For reference, the operation expense of
a499 GRT vess is shown in Table 14.3.4. It should be noted that only port due and usage fee are
used in this cogt calculation. Detailed calculation is shown in Appendix 14.3.6.

Ratio of port tariffs against the total transportation cost is only 1% including wharfage, and a modest
0.11% when the wharfage is excluded. The usage fee wereincreasing by 5 times, putting same at the
same level asin Jgpan, it would only increased the total transportation const by 1.5%, and the cost
againgt each cargo transported by the vessel would be minimdl.
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Table14.3.4 Port Tariffsand Domestic Vessd Operation Expense for a499 GRT Vess

_ Vess Type 499 GRT cargo vesd
(Unit: Japanee Yen) :
Philippine Japan Indonesa
Operation Expense (without fuel) 248,200 1,183,200 268,600
Fuel Cost 205,000 223,000 183,000
Totd of Operation Expense 453,200 1,406,200 451,600
Port Tariffs*1 499.0 20,634.5 3353
Port Tariffs*2 (except Line handling) 4990 17,7345 3353
Rate of Port Tariffs/ Operation Expense 0.110% 1.467% 0.074%
Rate of Port Tariffswithout Line handling 0.110% 0.550% 0.074%

*1 Port tariffsare consst of "Port due', "Usage”’ and "Line handling” for domestic vessels.,
*2 Linehandling tariff isincluded only in Japan.
Source: JCA Study Team

(3) Comparison with PHP-USD Exchange Rate

Regarding the collection of PPA port tariffs, most of port tariffs are collected in pesos, dthough port
dues, dockage and wharfage on foreign transship cargo are collected in US dollars. However, red
vaue of port tariffs in pesos has been declining againgt dollar as the peso has become weaker. For
example, real vaue of latest usage fee in dollars is ill low compared with the red vaue as of
January 1996, in spite of the fact that the usage fee has been raised as shown in Table A14.3.2. Figure
14.3.2 showsthe record of real vaue of usage and wharfage on foreign cargoesin dollars.

(4) Comparisonwith Socia Factors

The relationship between usage, consumer price index and minimum wage is shown in Figure 14.3.3.
Raisng usage fee has been Hill less appropriate againgt the changing of consumer price index
(whole). Compared to the labor's minimum wage which is 1.72 times its value in January 1996 and
consumer price index (fud), which is 1.88 timesits vaue and the most expensive item among vessd

operation expenses, the latest usage feeisonly 1.33 timesits value in January 1996. Therefore, it can
be said that the real value of usage feein socid factors are aso declined.
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Table14.3.2

Comparison of Port Tariffswith Other Mgor Foreign Ports - 1/4

Comparison Port tariff (Jun 2003 )[1JPY = 1THB = 1NTD =
with other foreign major ports 0.46 PHP 1.28 PHP 1.54 PHP
0.0085 USD 0.0240 USD| 0.0288 USD
1. Charge on Foreign Vessels
Type of Charge aniscoment | PR | T | g | o) | oy | oonaier
PORT DUES Unit| USD/GRT USD/GRT USD/GRT USD/GRT USD/IGRT USD/GRT
port entry fee 0.081 0.012 0.011 - nla nla
750 ~ 2,250 GRT - - - 0.240 - -
2,250 GRT ~ - - - 0.240 - -
DOCKAGE at Berth Unit| USD/GRT USD/GRT USD/IGRT | USD/GRT/h | USD/vessellh | USD/vesselh
at Gov. port per day 0.039 - - - - -
at Private port per day 0.020 - - - - -
less than 1 hours - 0.031 - - - -
less than 2 hours - 0.062 - - - -
less than 3 hours - - 0.017 - - -
2(3) to 12 hours - 0.085 0.026 - - -
12 to 24 hours - 0.142 0.034 - - -
over 24 hours, every 12 hours + - 0.057 0.034 - - -
Container berth - - - 0.002 - -
Conventional berth - - - 0.002 - -
less than 500 GRT (per hour) - - - - 0.78 23.67
500 GRT to 1,000 GRT - - - - 1.56 23.67
1,000 GRT to 3,000 GRT - - - - 3.08 26.04
3,000 GRT to 5,000 GRT - - - - 5.39 30.79
5,000 GRT to 10,000 GRT - - - - 9.24 40.23
10,000 GRT to 20,000 GRT - - - - 14.63 54.43
20,000 GRT to 40,000 GRT - - - - 21.54 85.19
40,000 GRT to 60,000 GRT - - - - 30.01 113.59
more than 60,000 GRT - - - - 40.00 170.38
DOCKAGE at Anchorage Unit USD/GRT
anchorage fee 0.02
2. Charge on Domestic Vessels
utanen | e | oo Doy ot G| o | e | e
PORT DUES Unit USD/GRT USD/GRT same as
port entry fee nla 0.012 0.011 foreign vessels nla n/a

Source: JCA Study Team
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Table14.3.2

Comparison of Port Tariffswith Other Mgor Foreign Ports - 2/4

2. Charge on Domestic Vessels
Type of Chage aniscomment | PR T e ot pors. | (e | oy | aoran
USAGE FEE at Gov. berth/anchorage PHP PHP/GRT PHP/GRT PHP/GRT/h | PHP/Vessel/h | PHP/Vessellh
<6 GRT No chargd - - -
6 GRT to 100 GRT per day/fraction 40.00 - - -
> 100 GRT per GRT per day/fraction 0.40 - - -
less than 1 hours 1.23 - -
less than 2 hours 3.33 - -
less than 3 hours - 0.96 -
2(3) to 12 hours 459 1.44 -
12 to 24 hours 7.65 1.92 -
over 24 hours, every 12 hours + 3.06 0.04 -
Container berth - - 0.115
Conventional berth - - 0.102
less than 500 GRT (per hour) - - - 41.58 1,265.88
500 GRT to 1,000 GRT - - - 83.16 1,265.88
1,000 GRT to 3,000 GRT - - - 164.78 1,392.16
3,000 GRT to 5,000 GRT - - - 287.98 1,646.26
5,000 GRT to 10,000 GRT - - - 494.34 2,151.38
10,000 GRT to 20,000 GRT - - - 782.32 2,910.60
20,000 GRT to 40,000 GRT - - - 1,151.92 4,555.32
40,000 GRT to 60,000 GRT - - - 1,604.68 6,073.76
more than 60,000 GRT - - - 2,139.06 9,110.64
USAGE FEE at Private berth/anchorage, USAGE FEE on bay/river trade vessels *1
Unit PHP
<6 GRT No chargd nla nla nla n/a n/a
6 GRT to 100 GRT per day/fraction 20.00 - - -
> 100 GRT per GRT per day/fraction 0.20 - -
*1: Usage fee on bay/river trade vessels are not less than and not more than the following charges in total.
Not less than (Minimum) per day/fraction 40.00 - - -
Not more than (Maximum) [per day/fraction 203.00 - - -
LAY UP FEE for vessels on tempolarily lay/anchor at any port.
Unit PHP
6 GRT to 100 GRT per day/fraction 20.00
> 100 GRT per GRT per day/fraction 0.20

Source: JCA Study Team
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Table14.3.2

3. Wharfage on Non-containerized Foreign Cargoes (Imported / Exported / Transhipment)

Comparison of Port Tariffswith Other Mgor Foreign Ports - 3/4

oty | Pagpne | oot [t ean)| | e | raer | forang
Imported Cargoes in Unit: PHP PHP PHP PHP
Sacks/Backs/Bulk/ per Metric Ton 36.65 nfa n/a 5.12 62.99 IIE
Uncrated Live Animals/
Steel Products,
Log&Lumber/Heavy Lift
Others per Revenue Ton 30.55 nfa nla 5.12 62.99
Exported Cargoes in
Sacks/Backs/Bulk/ per Metric Ton 18.35 nfa n/a 6.40 n/a
Uncrated Live Animals/
Steel Products,
Log&Lumber/Heavy Lift
Others per Revenue Ton 15.25 nla nfa 6.40
Transhipment Cargoes in Unit: usb UsD UsD
Transit
Sacks/Backs/Bulk/ per Metric Ton 0.833 n/a nla (1 day) 1.178 n/a
Uncrated Live Animals/ 0.600 * will be applied
Steel Products, more than 1 day | only discharging
Log&Lumber/Heavy Lift 1.080
Others per Revenue Ton 0.694 nfa n/a same as aho 1.178
4. Wharfage on Foreign Container Cargo
oo | [ PHne [Tt [l o] g | Kt | o
FCL/LCL singles* Unit: PHP PHP PHP PHP
FCL nla
20 ftimport per box 519.35 nfa n/a 473.60 - 20 ftclass 1 1,284.36
20 ft export per box 259.70 nfa n/a 473.60 - 20 ft class 2 1,735.58
35 ftimport per box 656.85 nfa n/a
35 ft export per box 329.95 nfa n/a
40 ft import per box 779.05 nfa nla 806.40 - over 20 ft class 1 2,025.10
40 ft export per box 391.05 nfa nfa 806.40 - over 20 ft class 2 2,642.64
45 ft import per box 916.50 nfa n/a 947.20
45 ft export per box 458.25 nfa n/a 947.20
*LCL is larger than these.
Unit: usD usb usb
Foreign Transhipment per TEU 1.000 nfa nfa nfa
20 ft per box 10.224
over 20 ft per box 20.448
not exceeding 1 day per 20 ft box 13.200
not exceeding 1 day per 40 ft box 19.800
exceeding 1 day per 20 ft box 26.400
exceeding 1 day per 40 ft box 39.600

*LCL cargoes owned by more than one shipper/consignee, wharfage on these cargoes will be charged as non-containerized cargoes.

* There are no charge on empty containers in the Philippines.
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Table14.3.2 Comparison of Port Tariffswith Other Mgor Foreign Ports - 4/4

6. Wharfage on Domestic Container Cargo

e | wwsconmes | e | ot |l | pew | o | [
FCL/LCL singles* Unit: PHP n/a
10 ft or shorter per box 34.00 nfa n/a
20 ft per box 69.00 n/a n/a 473.60 - 546.70
35 ft per box 86.00 nla nla - - 1,093.40
40 ft per box 104.00 n/a n/a 806.40 - 1,093.40
45 ft per box 121.00 nla nla 947.20 - 1,093.40

* LCL cargoes owned by more than one shipper/consignee, wharfage on these cargoes will be charged as non-containerized cargoes.

* There are no charge on empty containers.

Source: JCA Study Team

Drydocking, Salaries, Wages

Repairs and and Crewing cost Insulance Port Tariff
Maintenance 6% 3% 1%

8%
Vessel
Depreciation
10%

Others 31%

Fuel 41%

Source: DataBook 2001, Domestic Shipping Industry in the Philippines, MARINA / JCA
Figure 14.3.1 Share of Domestic Shipping Companies Operating Expenses 2000
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Usage (USD) 1USD = PHP
Usage fee and PHP-USD Exchange Rate

0.020 ‘ ‘ 60.00
I Usage (USD) A
| e e, -
i — - -PHP/USD r “ - 1{ 50.00
0015 ~ ‘ 1USD =54.87 PHP |
L o
I e o - ° 1 40.00

N \ r
0.010 ¢ '\\ Raising Usage fee 30.00

I /

| 1USD = 26.22PHP Ny 1 20,00
0.005

I 1 1000
0.000 ‘ ‘ ‘ ‘ ‘ ‘ ‘ — 0,00

Jan 96 Jan 97 Jan 98 Jan 99 Jan 00 Jan 01 Jan 02 Jan 03

Wharfage (Import / Wharfage and PHP-USD Exchange Rate 1USD = PHP
Export (USD)
20.00 = 7 60.00
L -
- - 1
[ O A 1 50.00
15.00 ]
I \/ - 40.00
: ~ !
10.00 1ose00000000000000— ~ ~———< 30.00
[ xﬁ%& 1 20.00
500 H Wharfage (Import) VS5 5000000060960008500K
|| ——<— Wharfage (Expor) 1 10.00
| — = =PHP/USD ]
0.00 | | 10,00

Jan 96 Jan 97 Jan 98 Jan 99 Jan 00 Jan 01 Jan 02 Jan 03

*The amount of usage fee, wharfage are converted into USD.
Source: JCA Study Team based on PPA Port Tariff (Exchangerate: The University of British Columbia)
Figure14.32 Red Vaue of Usage, Wharfagein US Dollars and PHP-USD Exchange Rate
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PHP Index rate
0600 r ‘ ‘ ‘ (Jan 1996=1)| 200
] 1.88
Usage (PHP)
0.550 |— . Rl
. Consumer Price Index (Whole) 1 1.80
— — Minimum Wage (NCR) b — e — = — — | 172
0500 |— Comsumer Price Index (Fuel) I 2. |
I 1 1.60
______ J
0.450 f
| 1.46
| 1 140
R
0.400 1.33
L _ _I 1
/
0.350 | I 1
. _— |
- r
] | | ‘
0.300 1.00
Jan 96 Jan 97 Jan 98 Jan 99 Jan 00 Jan 01 Jan 02 Jan 03

Source: JCA Study Team based on PPA Port Tariff (Usage), Philippine Satigtica Yearbook 2002 by NSO (Consumer Price Index) and
NWPC (National Wages and Productivity Commission), and RTWPBs (Regiond Tripartite Wagesand Productivity  Boards)
of NCR under DOLE (Minimum Wage)

Figure 14.3.3 Rdationship between Usage, Consumer Price Index and Minimum Wage

14.3.3 Proposal on Port Tariff

In setting the Strategic port tariff, it is important to consder not only the economic activities in the
hinterland but aso how best to control the cargo handling operations in the port. Compared with the
tariffs of mgjor foreign ports, Port tariff in the Philippinesis daily base and the usage fee for domestic
vesss is extremely low. For that reason, some domestic vessdl's occupy a berth / anchorage for an
excessve length of time to carry out repairs or perform maintenance. In a "first come - first serve"
policy, vessels should move out after completing loading / unloading operations so that other vessels
may utilize the berth.

To improve berth utilization and cargo handling efficiency, and to promote ports and economic
activitiesin the hinterland, following tariff setting should be introduced.

Shortening unit of the port tariff (from daily basisto hourly bass)
Especidly dockage at berth / anchorage and usage fee, unit of these tariffs should be changed

from daily basisto hourly basis. Shipping company will reduce the berthing cost as an incentive
to leave the berth in minimum time.

14-22



Introducing lease contract with termina operator
(Fixed and variable tariff for |ease agreement)

If a port has plurd facilities and sufficient cargo volume, introducing "lease agreement” for
specific berth should be introduced. The agreement includes the setting of "fixed fee" againgt the
existing cargo handling volume for leasing facilities, and "varigble fee" againg the incremental
cargo handling volume. Variable fee should be set lower than the existing cargo handling tariff
that cargo handlers can earn more income when they can handle more cargoes. In such a case,
cargo handling companies can dso have an incentive to increase the efficiency such as
arranging new equipment, hiring skilled workers and so on. Although generdly a port has only
one multi-purpose berth, lease agreement which alows operators to utilize the berth for
multi-purpose use (not to handle only one specific type of cargo) should be also introduced.

Necessity of appropriate port tariffs

As mentioned above, some port tariffs are set lower compared with socid factors. With the
weskened Peso againg the US dollar, redl value of port tariffs has declined. Furthermore, as
shown in the domestic tariff comparison with foreign ports, domestic port tariff in the
Philippines, especially usage feg, is set extremely low, therefore minor ports which handle only
domestic cargoes cannot be financially independent. It often happens that a port authority /
public port development body cannot repair / maintenance its own port facilities immediately.
Therefore, these ports cannot attract any private investors.

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

Port procedures are very complicated and often take much time. In particular, when cargo is exported
or imported through a port, many documents must be submitted to various organizations.
Simplification of port proceduresis not only an essentia element of efficiency improvement but aso
one of the most important factors for raising competitiveness as an international container hub port or
gateway port. The present situation and problems concerning port procedures in the Philippines as
well asfuture directions are discussed bel ow.

14.4.1 Present Situation

Flow of port procedures for aforeign trade vessd entering a PPA port is shown in Figure 14.4.1. As
shown in this figure, al procedures involve paper documentation. Related authorities including the
port authority / public port development body require that application forms be submitted at dmost
smultaneoudly.

Generadly in government ports in the Philippines, port procedures on vessd entry and berth
dlocation are based on a "firs comefirst serve policy”, and each port authority / public port
development body has own "Harbor master”. PPA ports are under the harbor master in each
PPA-PMO. PPA Harbor master also has responsibility for private ports under its PPA-PMO. PPA is
a0 respongble for assigning waiting area/ berth for the vessdl. In case of MICT and Manila South
Harbor, the respective terminal operators, ICTST for MICT and ATI for South Harbor, are
responsiblefor thistask.

In other port authorities / public port development bodies such as CPA / SBMA and s0 on, these
procedures are dmost same athough afew of the gpplication documents differ. Detailed information
on port proceduresin the Philippines and Japan are shown in Appendix 14.4.

14.4.2 Proposal on Port Procedure

Documents related to port procedures are not integrated. A system to integrate documents on port
procedures needs to be introduced and DOTC should take theinitiative in establishing this system. In
case of ports with relaively smal volume of cargo, effectiveness on introducing EDI system is

limited.

Proposa on port procedures for mgjor portsis mentioned in the next chapter.
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145 Port EDI Sysem

1451 Present Stuation

(1) Ouitlineof Port EDI System

In recent years, more and more procedures involved in harbor entry and departure are being
processed dectronicaly & mgor overseas ports, including those in other Asan countries. Greet
efforts are being made by many port authorities / public port development bodies to improve the
efficiency of port adminigration and to promote the use of the port by rationdizing various
goplication procedures by port users, reflecting obtained data from the gpplicant into port services
such ashilling for the service rendered

Bascdly, port EDI (Electric Data I nterchange) system includes the following subsystems.

a ElectricApplication Subsysem

Accepting various application procedures by dectric data through diskette or internet.
b) Facility Management Subsystem

Recording logs/ Schedule arranging system for the utilization of port facilities
c) Ship Management Subsystem

Determination / Preparation for the vessdls arrival and departure.
d) Duesand Charges Management Subsystem

Settlement / collection of various charges based on the utilization of facilities.
e Saigics Management Subsystem

Processing of various Satitics datasheet including periodicd reports.
f)  Information Providing Subsystem

Provison of information on port services.

(2) Ouitline of Sngle Window System

Port users are often required to submit the same information to various organizations. Since eech
organization hasitsown forms, it isatime-consuming process.

The concept of "Single Window" or "One-stop service' system is to unify al documents into one
integrated gpplication form. EDI system alows each organization to collect and exchange data each
other through the network. Port users can thus enjoy the convenience of a Single Window System.

In Japan, the Government introduced a single window system for import / export and port harbor
related procedures from July 2003.
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(3) Port Information System in the Philippines

At present, there is no port EDI sysem in Philippine ports. However, PPA Management and
Information Services Computerization project has just begun in 2000 and PPA will connect the
computer system in each PPA organization such as PDO, PMO and other mgor private companies
likeICTS (MICT), ATI (South Harbor), and Bureau of Custom. (MICT has aready connected their
system to the Customs system).

1452 PPA MISProect (PROMPT)

(1) Outline

The United States Trade and Development Agency (USTDA) awarded agrant to PPA for the conduct
of afeashbility sudy for the computerization of the latter's Management Information System. The
feasbility study, which was carried out during the period 10 July 2000 to 15 September 2000 was
intended to cover misson-critica information sysems in the fields of port operations, engineering,
finance and adminidration. It covered the review of information requirement and exigting systems,
formulation of an information systems strategy and implementation plan, organization and personnd
development, preparation of specifications upon which shdl be based hardware and software
eva uation and sdlection, and preparation of tender specificationsfor software and equipment bidding.
After saverd procedures with PPA board, theimplementing project, which is sourced from corporate
funds, hasjust started after gpproval by DOTC Secretary on the end of November 2002,

In this project, the requirement and feature of the E-Commerce Law (Republic Act No. 8792) will be
incorporated in the Strategy and implementation of the systems. In the implementation, there will be
three (3) different computing schemesfor port asfollowing;

- Portsmanaged by termind operations with computerized operaions
- PPA-managed ports which will be computerized
- PPA-managed portsthat may not initidly warrant computerization

(2) Objectives

The main objectives of PPA MIS Computerization Project are to acquire and implement integrated
information systemsthat will enable PPA to the following items;

- Support revenue enhancement

- Improve sarvices to PPA Stakeholders

- Enhancefinancid, operationd and engineering controls

- Provide moretimely and accurate information for andysis and reporting
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- Reduce the amount of manua effort required to collect, process and andyze information
- Providefor continued business growth

Taking into account these items, PPA named their computerization project as "PROMPT (Providing
Reliable Operation and Management of Port through Technology)" and they dedire to improve
sarvice ddivery in accordance with the PPA corporate vison and mission, which are not only for the
information requirements of business operations but dso for the exidting difficulty in processng
organizationd information related to al aspects of port operations, services and Satistics.

For the formulation and implementation of policy decison and direction, PPA organized Project
Steering Committee for PROMT with the support of the Project Coordinating Committees, which
consgdsof PPA, sysem integrator and project management consultants. PROMPT focuses on Sx (6)
misson-critical sysemsasshownin Table14.5.1.

Table1451 Computer-Based Application Sysems Ingdled by PPA PROMPT

Port Operationsand M anagement Systems Inventory and Engineering M anagement Systems
(POMYS) (IEMYS

Cargo Management (including Port Safety) Project / Job Management System

Vess Information Management Engineering Records System

Billing Document Management System

Receipting Geographic Informeation System

Port Statigtics

Accounting and Financial Management Sysems | Legal Support Sysem (LSS
(AFMYS)

Accounts Receivable/ Revenue Legd queries
Generd Ledger Contract reviews
Loan/ Fund/ Cagh/ Tax Management Satus Monitoring
Budgeting
Property Management
Real Egate Management Sysem (REMS) Executivelnformation Sysems(EIS)
Monitoring of lease goplication Alert System
Operation/ Utilization of leased area Top Management
Expiraion/ Management of (lease) contract
Extraction of Port Map

Source: PROMPT Externd Primer Verson 2.0 - July 2003, PPA
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(3) Schedule of the Implementation

The project is expected to provide a total solution for the misson-criticd computerization
requirements of the PPA head office and each PDO and PMO office. The whole project was intended
to be conducted within a period of forty eight (48) months. However, the implementation phase is
expected to be completed in 31 months.

Detalled schedule of theimplementationisshownin Table 14.5.2.

(4) Outline of E-Port Community

A sgnificant feature of the project isthe establishment of an "e-Port Community”, which providesfor
interfaces among the various port sakeholders such as traders, customs, financia indtitutions, freight
forwarders / trangport companies / warehouse operators / logistics services providers, port operators
and shipping companies.

Theimage of the e-Port Community isshown in Figure 14.5.3.

B2B
e-Communities

2
e

. Manufacturers

til 1 e
! Traders s supplies
Other e-Ports rf‘ Distributors
Customs — —~ ﬁ
\ 'S

z Internet

== \ Frame Intranet
Financial

Institutions

Port Operators

Source: PPA

Fgure14.5.3 Image of e-Port Community
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Table1452 Implementation Schedule of PPA MIS project

Activity / Locaion Month

Application Sysem Cugtomization and I mplementation Prepar ation

PPA Head Office- Filot (Connect to Computer Systemsin Filot) 1t06

PDO Manila/ Northern Luzon/ PDO Southern Luzon / Batanges - Pilot 7t012
PDOsand PM Os| mplementation / Roll-out

PPA Heed Office/ PDO Manila/ Northern Luzon 13to21

PDO Southern Luzon 16t018

PDO Visayas 19t024

PDO Northern Mindanao 21t027

PDO Southern Mindanao 23t030
Clossout 31

Source: PPA MIS Computerization Project Implementation Phase, TERM S OF REFERENCE, February 07 2002

14.5.3 Proposal on Port EDI System (for Major Ports)
(1) FuturePanfor Port EDI System and Single Window System in the Philippines

With theingdlation of PPA MIS computerization (PROMPT) project, port related documentswill be
integrated and reduced. And computerization of port procedures will be indaled ether. Port
procedureswill beimproved step by step, and PPA should adso have training system for port users. At
present, most of port authorities/ public port development bodies don't have their own EDI system,
while EDI system provided by PPA will be satisfied for generd utilization on port procedure in near
future.

To achieve more efficient operation, port proceduresin mgor Philippine ports which has rank of AA
are dedred to be integrated and computerized, and PPA should engage to spread PPA's EDI sysem to
other port authorities / public port development bodies which has rank AA portsto introduce unified
EDI system for establishment of "e-Port Community” (asit were, "Single Window System”).

(2 Roleof DOTC
DOTC is the respongble authority on e-Commerce in the Philippines. DOTC should am the

establishment of unified network system (e-Port Community) in future by promoting EDI in other
port authorities/ public port development bodies.
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146 Security Measuresfor Port Fadilities

After the terorigt atacks in the US, port authorities in the world have been srengthening
countermessures againd terrorism, and aso working with rdlated organizations such as the
Internationa Maritime Organization (IMO) to establish a global -scale maritime security framework.
Security problemsin port area can be divided into three types,

- Caxz1: Problemswhosetheamisto destroy port facilities/ interrupt port functions
- Case-2. Problemswhosetheamisto highjack vessdls asamean to commit terrorist acts
- Case-3: Problemswhosetheam isto trangport criminds, firearms, or biowegpons from a port

The US government is giving priority to case-1 over case-2 and 3. From aglobd standpoint, however,
the countermeasures for case-3 should be prepared quickly.

Furthermore, it is required to prepare the comprehendve port security based on a globd-scae
framework at internationa ports which have foreign trade shipping route.

14.6.1 Port Fadcility Security under International Maritime Or ganization (IMO) Scheme

At the IMO conference in November 2001, the United Nations (UN) caled on dl countries to
formulate comprehensive antiterrorism measures, and to examine new methods to fight port related
terrorism. The Conference of Contracting Governmentsto the Internationad Convention for the Safety
of Life a Sea (SOLAYS), 1974 convened for the purpose of enhancing maritime security, was held
from 9 to 13 December 2002 a the Headquarter of Internationd Maritime Organization. This
diplomatic conference adopted the amendment to SOLAS and the Internationd Ship and Port
Facility Security (ISPS) Code. Contracting Governments shdl implement dl of the requirements of
SOLAS and ISPS Code from 1 July 2004.

() Outline of the Requirementsfor Contracting Governments on Port Facility Security

Basad on the SOLAS conventions, antiterrorism messures should be prepared for "passenger ships
and cargo ships of 500 GRT and upwards engaged on internationa voyages, and port facilities
serving such ships engaged on internationd voyages'. The outline of the requirementsis asfollows:

Contracting Governments shdl:

1) st security levels and ensure the provison of security-leve information to port facilities
within ther territory, and to ships prior to entering a port or whilst in a port within ther
territory;,

2) ensure that port facility security assessments are carried out, reviewed and gpproved in
accordance with the provisons of part A of the ISPS Code;
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3) gpprove a port facility security assessment and subsequent amendments to an gpproved
asessmeant;

4)  determine the port facilities which will be required to desgnate a port facility security
officer;

5) ensurethat port facility security plans are developed, reviewed, approved and implemented
in accordance with the provisons of part A of the ISPS Code;

6) approveaport facility security plan and subsequent amendmentsto an gpproved plan;

7) communicate, not later than 1 July 2004, to IMO the names and contact details of their
nationa authority, etc. and the locations covered by approved port facility security plans,

8) exercisecontrol and compliance measures pursuant to regulation XI1-2/9;

9) edablishtherequirementsfor a Declaration of Security; and

10) ted the effectiveness of the port facility security plans or of amendments to such plansthey

have gpproved

Provisons of SOLAS regulation and Part A of the ISPS Code on port facility security are attached in
the Appendix 14.6.1.

(20 Messuresto Addressthe New Requirements

Within the limited timeframe, the nationd authority/authorities responsible for the port facility
security should take action immediately to address the new requirements. The followings are some of
the examplefor taking action.

1) Todeterminethe Department(s) responsble for the Designated Authority of the Contracting
Governmen;

2) Toidentify the authorities and respongbilities for the gppointed Department(s);

3) To determine whether the Recognized Security Organization (RSO) will be employed for
the port facility;

4) Todlocaetheresourcesfor taking action including funding; and

5 Tosdect afew portsto implement the requirements as pilot model

1462 Other Port Facility Security Scheme

(1) ILO/IMO Joint Working for Port Security

Internationd Labor Organization (ILO) prepared a draft guiddine for the port facility security,
however, the scope of the objective is much wider than the IMO regulations and Code. Thiswill be
reviewed by ILO/IMO joint committee. The Philippine Government is one of the participants of this
joint committee.
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(2 USCoadt Guard Guiddinefor Port Fecility Security

United States Coast Guard is now preparing the guidelines for their port facility security, which is
based on the SOLAS regulations and 1SPS Code, however, it may be severer than the IMO
regulations and Code.

(3) UsCusgtoms Container Security Initigtive (CS)

United States Customs are introducing the Container Security Initiative, the ports having container
trade with United States may come under the influence of CSl.
The Container Security Initiative conasts of four core dements. These are:

(@ edablishing security criteriato identify high-risk containers,
(b) pre-screening containers beforethey arriveat U.S. ports,

(©) using technology to pre-screen high-risk containers; and

(d) developing and using smart and secure containers.

The fundamental objective of the CSl is to first engage a the top 20 foreign ports (%) that send
highest volumes of container treffic into the United States, as well as the governments in these
locations, in a way tha will facilitate detection of potentid problems at thelr earlies possble
opportunity.

At present, US customs have reached an agreement with the governments of the 20 ports. The
countries which have decided to participate in CIS are Canada, Holland, Germany, Belgium, France,
England, Itay, Spain, Singapore, China, Hong Kong, Tawan, Korea, Jgpan and Thailand. In addition,
Sweden and Mdaysa have committed to participate in CSl. In the second stage, the objectives of
CSl will be expanded to include Idamic countries.

(4) 24-Hour Rule

Effective December 2, 2002, shipping companies and/or NVOCCs must submit a cargo declaration
24 hours before export cargo for the US is laden aboard the vessdl a a foreign port. It is caled
"24-Hour Advanced Manifest Rule (24 -Hour Rule)" and US customs has started to goply of snce
February 2 2003. Different from CSl, this rule gopliesto dl ports which export containersto the US

"L "Top 20foreign ports’ condistsof (1) Hong Kong, China (2) Shanghai, China (3) Singapore, Singapore (4)
Kaoshung, Taiwan (5) Rotterdam, Holland (6) Pusan, Korea (7) Bremenhaven, Germany (8) Tokyo, Japan (9)
Genova, Itary (10) Yantian, Ching, (11) Antwerp, Belgium (12) Nagoya, Japan (13) Le Harve, France (14) Hamburg,
Germany (15) LaSpezia, Itary (16) Fdixstowe, England (17) Algeciras, Spain (18) Kobe, Japan (19) Yokohama,
Japan (20) Laem Chabang, Thalland
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without exception.
Detalled information on CSl and 24-Hour Rule are stated in Appendix 14.6.2.

146.3 Present Stuation on Security Measuresin the Philippines

At present, port security programsin the Philippines are ongoing. At MICT and Manila South Harbor,
termina operators of these ports, ICTSl and ATI, areimplementing security programs. The Philippine
Coast Guard (PCG) is in charge of port security a other ports, while Maritime Industry Authority
(MARINA) is in charge of shipping security. They are dso planning to establish other security
measures to conform with the revised SOLAS regulations and 1SPS code though discussions with
IMO. ICTS and ATI, in cooperation with their repective holding companies, Hutchison and P& O,
areworking towards the establishment of ainternationa security network.

1464 Proposal on Security Measuresfor Port Facilities

Based on cargo handling volumes in 2001, following eight public ports are subject to the SOLAS
convention;
PPA: MICT , Manila South, Batangas, Davao, Generd Santos, Cagayan De Oro, Zamboanga
CPA: Cebu

In the near future, following two portswill dso beincluded.
SBMA: Subic
PA: Phividec

Following items are proposed for the public ports listed above, excluding MICT and South Harbor
which have separate port security programs.

(1) Securethe Port Security Standard Based on the Provisons of the SOLAS Convention

Revisad provisons of SOLAS conventionswill come into effect on July 1 2004, if it is gpproved by
2/3 (two-third) of contracting countries. Although the timeframe for implementation is short (18
months), public ports which are listed above should prepare the port security measures based on the
revised provisons of SOLAS conventions.

In addition, grester connection and cooperation among domestic ports aswell aswith foreign portsis
needed. It isimportant to communicate with them relevant partiesin port and harbor circles through
IMO in order to establish agloba-scae port security framework.
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(2) Coping with the United States CSl and 24-Hour Rule

At present, thereis no internationa container port in the Philippines which isincluded in the scope of
the US CSl. However, the competitiveness in US container trade may be decrease if a port has no
CSl reguldions. In addition, al of internationd container ports which export containers to the US
should follow the 24-Hour Rule by February 2004.

How to meet the requirements of the 24-Hour Rule by the deadline need to be examined. CS
requirements should a so be followed as soon as possible.

(3) Risk Management System in Port Security

It can be sad that the port security measures of the revised provisons of SOLAS conventions by
IMO mainly focus on preventing terrorism. It is necessary to take into account comprehensve risk
management, which includes prediction of accidents such as terrorigt acts, prevention measures and
countermeasuresto limit the damages caused by the accidents.

For example, U.S. Maitime Transportation Security Act 2002 requires the development of a
maritime intelligence system to collect and andlyze information on vessds operating in US waters, it
aso provides that vessals and facilities on or near water will be subjected to risk assessment. Plans
will aso be produced to encompass contingency responseto potentia terrorist attacks.

In near future, it is dedred to establish a risk management system including various prevention and
countermeasures by referring to the U.S. Maritime Trangportation Act 2002.

And to ensure that security measures, while establishment of cooperation between governmenta
organizations such as police, cugom, immigration, and private companies such as shipping
companies, shippers and termind operators, is dso important. Measures to increase cooperation
(exchangeinformation) or security issues should aso be examined.

147 Port Satigics
14.7.1 Present Stuation

Port gatigics are indigpensable for port planning, adminidration, operation and maintenance and
should be made without delay in ardiable manner.

There are two kinds of port gatidics in the Philippines. One of them is made by port authorities /
public port development bodies such as PPA, CPA and other government agencies. The other oneis
meade by the Nationd Statistics Office (NSO) based on the data submitted by port authorities/ public
port development bodies. NSO is responsible for making nationa statistics including ports, roads,
arports and other trangport means. On the other hand, Nationd Statistical Coordination Board
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(NSCB) is the organization which has function of policy-making and coordination on Philippine
Satidicd Sysem (PSS). Detalled information on NSO and NSCB isgivenin Appendix 14.7.1.
There is a discrepancy in the cargo volume between these two port datistics The problem is
discussed in 14.7.3 (2) but it can be said here that one of the reasons for the difference is lack of
standard port classification. In addition, creation of various port authorities / public port development
bodies other than PPA makes the problem more complicated.

14.7.2 Task Forceof Portsinventory Statigtics
(1) Technica Working Group on Port Inventory Statistics (TWG on Port Inventory)

A number of government agencies are involved in port planning, regulation and operations. Each of
these agencies maintains its own ligt of ports, which sometimes overlaps with other agency ligings.
Moreover, agencies depending on their mandates would differ in the classification of ports.

To address the abovementioned issues, a Technicd Working Group (TWG) on Ports Inventory
Statigtics under the Inter-Agency Committee on Trangportation and Communication Stetigtics was
cregted. The TWG on Ports Inventory Statistics was composed of the then Ministry of Public Works
& Highways (MPWH), Minigry of Trangportation & Communications (MOTC), Philippine Ports
Authority (PPA), Philippine Fisheries Development Authority (PFDA), Bureau of Customs (BC),
Nationa Census & Statidics Office (NCSO) and the NEDA. A compardive tabulation of ports
regulated and maintained by the member agencies was established. Thiswas not vaidated, however,
due to the on-going government reorganization during that period.

(2) Task Forceon PortsInventory Statistics (TFPLS)

Cognizant of the existing issues by the TWG on Ports Inventory, NSCB crested the Task Force on
Ports Inventory Statigtics (TFPIS) under NSCB Memorandum Order No. 1, Series of 1992, with the
following specific objectives
To dudy the ligings of ports of concerned government agencies and determine discrepancies
and duplications;
To reconcile the concepts used by these agencies and come up with a sandard classification of
portsfor adoption by dl agencies concerned; and
To recommend the gppropriate organizationd arrangements and scheme for the generation of a
uniform set of ports data

TFPISiscomposed of the PPA, DPWH, DOTC-PMO-Ports, PFDA, NSO, and NSCB.
The Concept and methodology of Port Inventory Statistics are shown in Appendix 14.7.3.
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14.7.3 Proposal on Port Statigtics

() Port Inventory

The data of the Inventory is consdered to be reliable because it is based on the direct Ste surveys
done by DPWH officersin their regiond offices. However, the direct Site survey should be done by
the DOTC, which hasjurisdiction of portsrather than the DPWH.

The accomplishment of Ports Inventory is achieved in certain leve, however, name of the port
management body is hot included nor are the number of ports managed by LGU identified in thislit.
In addition, the ports which are owned and operated by the government port accommodates less than
30tonsarenat ligted in"Commercid Public Port”, thereforeit is consdered that many smdl portsare
not listed.

In a port system with many port authorities / public port development bodies as in the Philippines,
identifying the port authority / public port development body of each port isimportant for formulating
efficient port plan. Therefore data on port authorities / public port development bodies needs to be
liged clearly in the Ports Inventory. Furthermore, cargo handling volume in each port / port
authority / public port development body should be computed and listed in this Port Inventory for
effective port planning.

2 Port Stistics

For effective nationd 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 isrespongble to put together these data.

148 Port Promotion

14.8.1 Present Stuation

In generd, the objectives of port promotion activities are to increase more cargo, caling vessels and
passengers which will generate more income at the ports and employment opportunities for residents.
And if industry can be atracted to the port's hinterland, a further increase in port activities can be
expected and thiswill benefit the economy of the region and that of the nation.

Bascdly, mgor port authorities / public port development bodies such as PPA, CPA, SBMA, other
government agencies and big private sector such as ICTS, ATI have promotion section and prepare
severd promotion / marketing activities as shown in Appendix 14.8. However, mogt of LGU doean't
have sufficient section for promotion, there are some provincid promation activities with some
related organization's cooperaion such as provincid, city and port authority office. In such a case
port promotion activities should be liaised with local promotion programs.
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14.8.2 Proposal on Port Promotion for Major Ports

For mgor port such as Internationa hub / gateway ports to achieve as more "attractive port”, port
promotion divisons of each port authority / public port development body need to congder the
following.

)

@

3

A Container Vessd Operator Condders the Following when Selecting which Port to Cdll:

If the cdling port can keep large amount of cargoes, various costs accrued by shipping
companiesin the port (eg. port due) will be reduced, thus enabling shipping companies to earn
more profits.

Thetime and days necessary to cdl at the port must come within the scope of onetrip in order to
maintain theweekly service of the sarvicelines.

If the port can offer attractive trangt time for shipper and consgnees

If the port can maintain the sandard of service though competing with other shipping
companies

If the port can offer safe container (cargo) handling operation

If the port can offer prevention of cargo pilferage

If the port can enhance the efficiency of its operation in arrival and departure of vessds and
reduce the wadgte time in placing vessdls on a waiting list such as waiting off shore (24 hours
sarvicefor arrivd and departure a port).

Condition of Sdection of Port (Point of Accumulation of Cargoes) on Shipper and Consgnees
Sde

Superiority over other portsin terms of standard shipping cost and the number of ddivery days
for fina detination.

Superior slandard of variousfacilities and service of the port.

High frequency of vessels operation on each sarvice

Route among shipment port and discharging port.

The characterigtics of the cargoes (characterigtics from the viewpoint of account of time and
cost).

Provison of certain Stesfor specific cargoes.

Specific Promation Materid Items and Method:
1) Port Brochure
Printed brochure is an effective means of promaotion. A well concelved brochure can give

prospective customers a solid understanding of a port’s saes points as well as an outline of its
fadilities. Each brochure should be updated and published every / every two years for use in
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assg promoation activities,

2) Video and Presentation Materids

A video or presentation materials can dso be very ussful and sometimes more effective than a
brochure. It can be used in port sdes seminars and shown to port vistors. It can aso be used as
aninitiation tool for new employees and vocationa trainees.

3) Provisonof Information Through Webgte

The internet has become one of the defining symbols of our era and many people from al over
the world use it daily to exchange information. To provide latest and relevant data through
internet to the cusomers dl over the world is required, especidly in internationd ports.
Therefore, establishment of awebsteisan essentia meansfor modern port promotion activity.

4) Mestingwith Port Users

Mesting the key personnd of the indudtries related to ports and trade, such as trading firms,
shipping lines and their agents, shippers, consgnees, forwarding agents, NVOCC and
waterfront companiesisagood way to promote the port.

5) Setting up Port Promotion Officein Mgor Foreign Countries

Mg or areas on the economic activitiesin Southeast ASaare Sngapore, Kaoshiung, Hong Kong,
Shangha and Japan. Promotion activitiesin these countries are needed to attract more cargo and
foreign investment to the ports. Setting up promation office in these countries is a common
practice of mgor port authorities / public port development bodies in the world for further
growth of internationa ports.

6) Advertissmentson Newspapers/ Magazines

Advertissments should be placed in the Internationd Maritime Newspapers or Internationa
Logigtics Magazines, and World Trade Magazines etc.

14.8.3 Proposal on Port Promotion for Minor Ports

Promotion activities a minor ports which support locd areas around ther hinterland should be
different from those a internationa hub / gateway ports support socio-economic activities of the
whole Philippines. To increase cargo volumes and contribute to higher living Sandardsin locd areg, a
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port authority / public port development body must understand and teke advantage of a port's
characterigtic (i.e. mgor cargo commodities, passenger traffic, potentid for economic growth in the
hinterland, etc).

(1) PublicRdationsActivitiesto Loca Resdentsin the Hinterland

Loca resdents need to be aware of the important roles that ports play in ther lives. A port which is
isolated from loca residents cannot contribute to loca society, furthermore, cargo handling operations
and connection with the traffic syslem in the hinterland will be hindered.

To gain the undergandings of loca society, public presentations on port activities should be made. In
addition, newspapers and other local media should be usad periodicdly to introduce port activities.

(2) Public RelationsActivitiesat the Provincid, Regiond and Nationd Levels.

A port functions as a logigtical connection point. Especidly in the Philippines, connection of smdll
scae ports with mgor ports in the Philippines (i.e. Manila, Cebu) is the key to enhancing the
economic and culturd activities in locd aress. To secure sufficient budget for maintaining present
port facilities or expanding facilities to cope with increasing port activities, public relations activities
highlighting on the importance of ports should be implemented not only & the locd level but dso a
the provincid, regiond and nationd levels.
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Chapter 15 Private Sector Participation

15.1 General Philosophy for Promoting Private Sector Participation (PSP)

(1) Generd

Introduction of private fund to infrastructure development and operation is quite attractive solution
for those public sectors suffering from shortage of public fund. Many governmentsin the world have
opted introduction of private sector participation to the port sector.

1) Objectivesof the PSPin Public Infrastructure can be summarized asfollows:

- tordieve government from high investment burden

- toincrease capacity of thefacilities

- tointroduce higher standards of efficiency through fair competition
- toprovide high quality of service with cheaper priceto users

- totrangfer technology and know-how

- tofacilitate fast-track implementation

2) Facilities Suitable for Private Sector Finance

Generdly spesking, financial source for the infrastructure development can be obtained from wide
range of sources from public sector to private sector, including tax, bond, loan and equity finances.
The Figure 15.1 displays smplified relations of this concept. Facilities, which generate sufficient
revenues by operation such as dectricity and telecommunication are generdly considered to be
suitable for private finance.

On the other hand, those facilities, which are not highly profitable nonethel ess important are more
auitable for public finance. Financing for infrastructures such asfor portsis not ways black or white,
or dl or nothing asis commonly thought asin the Figure 15.2.

The same principle may be applied within the port sector as demonstrated in the following figure.

Generdly, a larger port can recover its investment by collection of charges from the users, but a
smdler port at less populated rurd area cannot expect immediate investment recovery.
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15.2 Present Condition Of Public Partner ship/Private Sector Participation

(1) Legd Baseof Private Sector Participation

The government of the Philippines introduced the Republic Act (RA) N0.6957 to make use of
private sector kills for the nationd privatization policy in 1990. In 1994, the government further
introduced RA7718 (an amendment to RA 6957) entitled "An act authorizing the financing
constructor operation and maintenance of infrastructure projects by the private sector, and for other

purposes’.
(2) Public Private Partnership / Private Sector Participation Policy in the Port Sector

Public Private Partnership (PPP) / Private Sector Participation (PSP) of the operation works of some
public portsis one of the key elements of the PPA’'s and the CPA’s program.

Under this privatization program, Manila Internationa Container Termina (MICT) has been leased
to the International Container Terminal Service Inc. (ICTSl). ICTS develops, manages and operates
MICT and collects port charges for twenty-five (25) years, and in turn pays a fixed fee and variable
fee againgt the income based on the contract. (MICT collects port charges for PPA.)

Manila South Harbor has been aso leased to Adan Terminds Incorporated (ATI). Operation,
expanson and upgrading of the container terminal is carried out by the private operator. ATl isdso
responsible for developing, managing and operating the generd cargo termind and passenger
termina as well as the container termina in the Manila South Harbor for twenty-five (25) years.
However, based on the lease contract with AT, the collection of the port charges at the South Harbor
iscarried out by PPA itsdlf.

(3) Private Commercid Port

A privatdly owned pure commercia port has not been developed in the Philippines. Few exceptiona
private commercia ports have been developed asthe part of industria estate devel opment projects.

1) BREDCO

At BREDCO port in Negros Idand, a private developer sarted land reclamation in 1961 under a
contract with the municipa government of Bacorod. A part of the reclaimed land became cargo
handling terminas for smal vessels. Later this termind was expanded the Size and the water depth
and attracted generd cargoes and passengers from nearby PPA ports with its strategic location and
svice.
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2) Harbor Center

In 1996, a multi-purpose terminal was created at the reclamed land in front of Smoky Mountain,
Manila by a private sector. The developer has created 79haland and 10ha of the land is used for port
terminas.

3) Specidized Terminds

Many terminds, which handle large quantities of specific liquid bulk or dry bulk cargo are developed
and operated by private enterprises. This category may be expanded as the growth of respective
industries.

In the Philippines, many public ports handle bulk cargo a multi-purpose terminals. Asthe growth of
specific bulk cargo a a termind, the cargo owner or the operator for this cargo may have due
motivation to have their own berth by their own initiative. This principle can aso be applicable to a
RO/RO termind where sufficient traffic volume is expected.

15.3 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 enterprise pursue dways profit. Without guaranteed profit, a private sector would not
invest. At the initial stage of application for the project participation, various factors are not clearly
identified. Therefore the private applicant is extremely cautious not to be involved with high risks
with the project eventualy 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.

It is important the government to establish generd principles and basic requirements in order to
promote the PSP for port projects.

Generd principles

+ “Fairness’ and “Neutrdity”
+“Certainty”, “Trangparency” and “Predictability”
+ “Competitiveness’ and “ Credibility”
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These principles are further eaborated asfollows.

+ Political, socia and economic stability
+ Adminigtrative framework for PSP

+ Legd framework for PSP

+ Guiddinefor PSP

(2) Clasdfication of PSP Types
There are many types and forms of PSP in the port sector. The classfication of PSP types for port

projectsis shown in the following Table 15.1. In addition, many variations exist in the conditions and
rules on the relations and contracts between the port owner and the operator.

Table15.1 Classfication of PSP Types

Degree of Private Role of each sector
participation Typect PP Ownership ngp?m Financia Risk
Wesak Management Contract Public Public/Private Public
Lease Public/Private Private/Public Private/Public
Concession/Joint Operation Public Private Private
BOT Private 9 Public | Private Private
Joint Venture Public/Private Private Private
Strong BOO (Privatization) Private Private Private
Source: JCA Study Team

A lease system as a contract type has been common in many portsin theworld. A BOT systemisthe
most attractive means to replace government funds with private funds for development and operation
of public port infrastructures. Many countries in the world have been trying to induce the private
sector into BOT-based port projects one way or another.

(3) Necessty of Appropriate Control by the Government

With respect to PSP, there is a tendency to emphasize only the merit Sde. However, the negeative
aspects dso need attention. Some potential problems are asfollows:

- Unlimited PSP tends to ignore the public interests including environmenta consideration
and living conditions of the people. Moreover, it sometimes results in monopolization,
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which leadsto high-costs of service.

- Generdly, the private sector tends to put emphasis on what is connected with adirect profit.
As aresult, a bottleneck may occur to the non-revenue generating infrastructure and the
whole efficiency of an infrastructure may fall.

- Theincentive of doing maintenance work required in the long operating period is lacking.
Thistendency isremarkable before the transfer of the infrastructure concerned.

In this sense, gppropriate control through “Port Master Plan” and carefully prepared conditions of
contract in compliance to the relating laws and regulations by the government for the private sector is
strongly required. And, the most important point isto redize infrastructure development and to make
operations more effective and efficient through healthy competition and technology and know-how
of the private sector.

The government must recognize that PSP does not diminate entire financid respongbility or burden
of the public sector. A successful PFP project is only achievable by prudent preparation by the port
(government or public landlord).

(4) Specific Features of Various Port Management Types

The following Tablel5.2 shows the merits and demerits of each pattern of port management and
operation.

Among these, the “Land-lord Port” typeis popular in mgor ports of the world including Japan and
neighboring Asian ports. The port management bodies of these ports play the role only of the
“Land-lord”. It is desrable to shift the port management system gradualy from the “ Service Port” to
the“Landlord Port”.
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Tael52 Meitsand Demeritsof Each Pattern of Port Management and Operation

Type Merits Demerits

Service Port Since public sector owns berths, public sector can | Cargo handling efficiency of public sector is
(Public sector operates | improve facilities or equipment easily in case of | lower compared with the private sector due
port) need according to amaster plan in the future. to the absence of competition in the market.
Landlord Port | Inthe case of need in the future, public sector can | Since the public sector is responsble for

(public sector provide
facilities and privae

improve facilities and equipments according to

the magter plan since it owns the land, athough

condruction work, public sector needs to
provide funds.

sector operates) the berths are occupied by a private sector.
Private Initiative | - In case of need according in the future, | - In the case that a private company
Port public sector can improve facilities and performs  reclamation, ingppropriate
(BOT or BTO) equipments according to the master plan development of public property cannot
dnce it owns land, dthough the private be prevented. Therefore the master plan
company occupies the berths. should be drawn by the public sector.
- Snceaprivaecompany redamsland fromthesa
and huildsthe barth, public sector does nat nesd to
providefunds
Private Initiative | -  Since aprivate company reclamsland from | - Because the bath ae owned by a private
Port (BOO) the sea and builds the berth, public sector | company for along period, public sector can not

does not need to provide funds.

improve port fadlities and equipments eedly in
cae of ned for the implementation of own
devdopment plan in the future. In patticula, in
the case that main berths of the port are occupied
by spedific shipping companies; thereisarisk that
public sactor cannat contral theport.

Source: JCA Study Team
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154 Examplesof Port Privatization in Other Countries

Port development projects by PSP in neighboring Asian ports are shown in Table 14.3.

Table15.3 Examplesof Port PSP Projectsin Neighboring Asian Ports

Nameof | Nameof ) ) Type | Contract | Progress Contractor
Country Port Quline f Project of PSP | Period | Situation (Developer/Operator)
Indonesia | Tg. Priok | Container Termind 3 JOo - Full open | PT. HUMUPUSS
450m(-14m) on TERMINAL PETI
1998.2 KEMAS
Kota Cod Termind BOT | 30years | Full open | PT. IndonesaBulk
Baru Termind
Thaland | Laem Container Termina 400m BOT | 30years | Full open | Laem Chabang Inter-
Chabang | Container Yard 18ha *1) nationa Termina Co.Ltd.
(LCIT)
Laem Container Termind Lease | 12years | Full open | Laem Chabang container
Chabang Termind (LCB)
Mdaysa | Port Development of West Port BOT | 30years | Full open | Kelang Multi Termind Sdn
Klang Bhd (KMT)
Myanmer | Yangon | Container Termind BOT | 25years | Full open | Myanmer International
4 berths 1,000m, Yard 75 ha Terminds Thilawa, C&R
Peoples | Hong Container Termind No.9 JVand | 50years | Full open | Modern Termina Ltd.,
Republic | kong 4 berths 1,280m, Yard 60ha BOT Jardine Matheson Ltd.,
of Hong kong Internationa
China Termind Ltd.
Yantian | Container Termina N 50years | Full open | Yantian Internationa
6 berths, Yard 118 ha Container Terminds
(YICT)
Ddian Consulting for redevelopment | JV - Signedin | Ddian Marina Centre
of Donggang Nov. Deveopment Co.
1998 (DMCDC)
Korea Pusan Container Termina Lease | 25Years | Full open | 4 shipping companies

Note: * 1) with afurther 5 year renewable option

Source: JCA Study Team
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(1) Laem Chabangin Thalland

At the first satage of Laem Chabang Port in Thailand, the government of Thailand initiated the
project by creating basi ¢ infrastructures such as the breskwater, navigation channel and basin aswell
as access road to the trunk highway. Initia berths were aso developed by the public sector usng
ODA and the berths were leased to private operators except for the first berth, which was operated
directly by the Port Authority of Thailand.

Congruction and operation of the following container terminal a Laem Chabang Port was l€eft to a
tender, based on a BOT style in 1996. The termind started part of its operation in December 1997,
and begun full-scale operation in 1998. Under the BOT-based contract, the operator had to build
infrastructures such as quay wall and al necessary facilities. The operator was required to pay
congtruction costs aswell asthe rent.

(2) Manzanillo Termind at Panama

At the Atlantic Sde of the Panama cana, aloca automobile importer and an American stevedoring
company jointly invested for a new container termina development. The Site was Stuated in the
protected basin of Panama Canal system, but the new terminal had to build quay walls, a turning
basin and aindependent channel to connect the terminal to the seaiin order not to disturb operation of
the Cand traffic. The cost spent for modification of the breskwater, dredging of the channd, the
basin and the access road were consdered as parts of the public works but devel oped by the operator.
The Government later reimbursed the cost to the operator by adjustment with concesson fee
payment.

The project atracted large container transshipment business because of its strategic location as the
cross road connecting the two big ocean searlanes. Later, the stevedoring company, the origina
partner, bought the local share of the terminal. With the success of thistermind, Evergreen followed
the suit a the neighboring site called Coco-Solo. Then Hutchison took Balboa and Christobal.
Although those terminds handle a large number of containers, financial contribution to the loca
government is il very limited, partly due to the contract conditions and system of management by
the government.

155 RiskslInvolved with Private Sector Participation for Port Development and Operation

(1) Risksforthe Private Sector

In aPFl project, both the public and private entities have to take various risks. The risks faced by the
private sector are listed inthe Table 15.4.
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In principle, PH system iswell designed and the government and the private sector are in awin-win
Stuation. However, there are often many hitchesto be overcome over the course of an actua project.

For example, in ahighway project in a certain country, the project could not be completed at the fina
moment of the congtruction because the government did not agree the toll rate proposed by the
private contractor. Accordingly, the contractor abandoned the project and failed to recover the
majority of the investment.

Table154 Risksof PSP Projects
Posshle Risks Contents of Risks
1. Funding - Private sector must take al risks from funding to recovery of the investment.

- Investors tend to be obliged in non-profitable infrastructure developments such as a
channd dredging and land acquisition.

- Condruction coststend to increase.

- Bxtrainsurance and interest payments may be required by delay of the project even
caused by other than the respongihility of the contractor.

2. Adminigretive - Time consuming procedure to obtain approval of investment, including EIA, rlevant
procedure registration, relocation and compensation of people and/or other rightsetc.
- Government policy may change according to the socia and political environment.
3. Financid risks - Long-term period of payment often brings financid risks such as a foreign exchange
risk and inflation.
4. Taiff - Government often exclusively and uniformly regul ates tariff system.
- Theprivate sector has no discretion to amend the tariff in line with inflation rates.
5. Cargo volume - Thereisawaysadanger that “ cargo volume” will be lessthan the origind projection.
Source: JCA Study Team

In an electric power plant project in another country, sudden drop in the local currency value caused
aproblem for the project. The private investor tried to recover its investment by raising power price,
or rather maintaining in terms of foreign currency, but the government reected this in order to keep
utility price unchanged.

Although those cases are extreme examples, there are many risks for the project contractor because
the success of the scheme depends greetly on the demand forecast and financid projection.
Consequently, the success of a project often depends on accurate initia projections and a sufficient
risk margin.

(2) Risksfor the Public Sector

Due to the high risk involved in the BOT business, the number of players has been reduced to five
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big operators, which collectively manage more than 60 % of the world’'s mgor container terminas.
Under these circumstances, a port authority usually has less information on the worldwide container
termina market. Those mega-operators aways have more information and vast experiences in the
termina contract negotiations.

Many of those mega-operators manage ports through nomina subsidiary companies registered at
tax-haven countries. They normally do not put their stock on the market and are not obliged to
disclose their businessinformation. This often resultsin an unfavorable contract for the port.
According to an aticle of a container journd, one terminal operator in a country has obtained
permission from the government to discontinue its concession fee payment to the authority because
of its financid burden for an additiona expansion project. This permisson was obtained by earlier
threatening to cancel the contract if its concesson contract was not revised and its annua payment
annulled. Other operators in the neighboring ports then followed suit. The caseis till unsettled in the
court.

Time required for the negotiation is another problem for the concesson negotiation. Usudly the
applicant (operator) has a large termind network in the international container system and has no
need to hastily 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.

Sometimes, an operator will promise a terminal construction but by various excuses postpone
implementation. By so doing, the operator hopes to thwart potentia development of the Ste by a
competitor. The concession contract frequently accompanies a clause that restricts Smilar termina
development within the vicinity (5 to 30 km radius) of the termina without the consent of the
operator. This kills not only the opportunity for further development of the port but dso discourage
competition.

15.6 Egablishment of Trangparent Procedurefor PSP

It is dedrable that the government should establish a Strict and concrete “selection criterid’ of PSP
goplicants. Arbitrary selection criteria will certainly create distrust among the investors. In order to
atract foreign investors, the preparation of aguiddine, which plainly explains the framework of PSP
of the country, isaso 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 Successful Privetization
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The government should not expect easy money from private investors.
Private investors never invest for unprofitable project

157 Recommendation

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

(1) Thepublic 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/concessionaire.

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

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

Consequently, the public sector should not have excessive expectation over the PSP, The government
must recognize that PSP does not eiminate entire financia responsbility 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 Gened

16.1.1 Present Situation

At present, there are more than 2,000 ports and about 420 fishing portsin the Philippines. The former
Ports in the Philippines are classified into two categories. One is 1,607 public ports which are built
and managed by public sector and the other is 423 private ports built and managed by the private
sector. Private ports are divided into two categories, one is private-private ports for exclusve private
use, and the other is private-commercid portsfor public use.

Most ports are under the control of the PPA or CPA. These Port Authorities are qudified legdly to
check and control al the ports including private ports from the viewpoint of efficient port operation
and regiona development. PPA and CPA are under the supervison of DOTC for the purposes of
policy coordination. However, there are other public port development bodies (PPDBSs) such as
RPMA, SBMA, BCDA, PIA and CEZA. Ports of these organizations seem to be actualy planned,
constructed, managed, and operated independently from the control of PPA. In addition, there are a
lot of small fishing ports managed by the Philippine Fishery Development Authority (PFDA) and
LGUs (Locd Government Units). Table 16.1.1 and 16.1.2 show the number of ports and the
classfication of port management/operation bodies in the Philippines respectively.

Apat from Public Port Development Bodies (hereinafter referred to as PPDBS, i.e, PIA, BCDA,
SBMA, CEZA and RPMA) tha control their specific ports, the supreme organization on port
adminigration is the DOTC in the Philippines. DOTC has severd attached corporations including
PPA and CPA. Both Port Authorities have the legal power to plan, design, construct, manage and
operate dmost dl the mgor ports in the Philippines. DOTC is in charge of the promation,
development and regulation of a dependable and coordinated network trangportation system in
which port network system is one of the most important el ements. In addition, DOTC isin charge of
port development of small ports.

There are lots of small LGU ports and severd hundred private ports. The LGU ports include
"government ports’ which have been constructed by the centra government, and "municipa ports'
that are planned, constructed and managed by the municipa governments (This definition isby PPA).
Some of government ports are transferred to municipal governments, The private ports are planned,
constructed, managed and operated with the private company’s own finance.

Although fishing ports are basicdly used for fishing activities, many fishing ports are dso used for
trangporting commercid goods other than fishery product as well as passengers living in isolated
idands. In 1995, PPA and PFDA reached an agreement whereby commercia cargo or non-fish
commodities could be handled at fishing ports. The memorandum is shown in the Appendix. The
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memorandum dlows fishing ports under PFDA to handle commercid cargo under specific
conditions, namely, the fishing port obtains permission from PPA or PPA asks fishing ports to handle
commercia cargoes under emergency Stuations.

Table16.1.1 Number of Portsin the Philippines

Body | Baeport | TEMIE | Loca Por i o
excuding | Private Port Totd Fishing
Rejon | A | JRava | LOUS | Rorsude i
RPMA
NCR 2 2 - 49 53 3
| 0 2 45 | 1(BCDA) 1 59 17
I 0 1 38 | 1(CEZA) 4 a4 22
I 1 2 34 | 1(SBMA) 17 55 16
IV-A 1 6 130 - 33 170
IV-B 2 10 134 - 19 165 e
\Y 1 8 128 - 17 154 58
VI 2 12 114 - 41 169 49
Vi 2 9 57 - 17 85
viemy | 1 al s - | n| 1% *
VI 1 13 214 - 21 249 35
IX 1 5 64 - 16 86 21
X 3 8 59 | 1(PIA) 33 104 16
XI 1 1 35 - 21 58 17
XII 1 2 19 - 13 35 8
X 2 10 201 - 29 242 31
ARMME | c1 ] IO I A 4 Nl I
ARMM (PPA) 1 2 - - 4 7
Others ™ - 1 4 - - 5 -
Totd 25 214 1,369 4 423 2,035 421

Source: PPA, CPA, DOTC and Other Public Port Development Bodies.
2000 Quinquennia Inventory of Portsin December 1999 (NSCB) [Number of Fishing Ports]

Note: PPA & CPA Ports arelisted as of January 2003. LGUs Ports are as of March 2000.
Note: *1 indicates CPA Port. Termind portsare called Out portsin CPA.
Note: *2 indicates port(s) under Regiond Ports Management Authority in ARMM.

Termind Portsare caled Sub portsin RPMA. Some of the ports are gtill under PPA'sjurisdiction..
Note* 3 Othersrefersto ports which cannot be classified due to the lack of detailed data.
Note: Other Public Ports are under thejurisdiction of SBMA / BCDA/ CEZ/ PIA.
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Tablel6.1.2 Classfication of Port Authority / PPBB and Number of Ports

(Asof November 2003)
Public or Classification (Port Authority / PPDB) Number of Ports
Private Port Authority / PPDB Ports
Public Ports PPA Base Port 21
Termind Port 93
PPA-Totdl 114
CPA Base Port 1
Out ports 41
CPA-Totd 42
Municipality (LGUSs), PPA, CPA LGUsPorts 1,365
RPMA (ARMM Region) Base Port 3
Sub ports 79
RPMA-Totd 82
Sub-Totd (a) 1,603
SBMA Subic Port 1
BCDA(JPDC) San Fernando Port 1
PIA Port (Northern Mindanao Port) 1
CEZA Irene Port 1
Sub-Totd (b) 4
Total (1) = Subtotd (a) + (b) 1,607
Private Ports Private company Commercid (Public) 30
Non-Commercid (Private) 393
Totd (2) 423
Others * There are no detailed data 5
Totd (3) = (1)+(2)+Others 2,035
Fishingports | PFDA Magjor Fishing Ports *8
(Dec1999) | PFDA+LGU, LGU Other Fishing Ports 413

Note. ARMM: Autonomous Region in Mudim Mindanao
RPMA: Regiond Ports Management Authority (ARMM)

SBMA: Subic Bay Metropolitan Authority
BCDA: Base Conversion Development Authority
JPDC:  John Hay Poro Point Development Corporation
PIA:  PHIVIDEC Industria Authority
CEZA: Cagayan Economic Zone Authority
Source: JCA STUDY TEAM based on the analysis of DOTC, DA, PPA, CPA and other public port devel opment
bodies data
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16.1.2 Higory

When MOTC, the predecessor of DOTC, was born in 1979, design and actua construction works of
port development had been undertaken by MPW (at present DPWH). In 1987, PPA became an
attached corporation of DOTC, and was responsible for undertaking al stages of port development
from planning through management & operation of mgor ports under its port system. However,
DOTC did not play a sgnificant role in port development because engineering design and
condruction works of ports other than those under the so called PPA port system were ill
undertaken by DPWH. After that, feeder ports and fishing ports projects were transferred to DOTC
in 1991. DOTC began to art design and construction works of feeder ports projectsaswell asLGU
port projectsin 1993. However, foreign asssted feeder ports devel opment projects that account for a
large part of port devdopment by DOTC have been undertaken so far by a detached Project
Management Office for Ports that moved from DPWH to DOTC in 1991.

At present, the head office of DOTC isin charge of budgeting for development of small ports such as
LGU ports including appropriation for domestic cost of the foreign assisted ports development
projects.

A chronology of events related to port development in the Philippines is shown in the following
table.

Table16.1.3 Port Development in the Philippines (1/2)
Year Events, Ingtitutional Changes and others
74 | ® Implementation of maintenance and repair of exigting port facilities by Bureau of Public Works

1974 | @  Philippine Ports Authority (hereinafter referred to as PPA) is set up as an ffiliate of the Ministry of
Public Works, Trangportation and Communications (hereinafter referred to as MPWTC).

® Phividec Indudrid Authority (hereinafter referred to as PIA) is created by Presidentiad Decree
(hereinafter referred to as PD.) No. 538

1975 | @ PPAislegdly crested by PD. No. 857, reponsble for planning, developing, financing, operation

and maintenance of ports fadilities in the entire Philippines. However design and construction

works continue to be undertaken by MPWTC.

1979 | @ MPWTC is split off into two minidries : the Minigtry of Trangportation and Communications

(hereinafter referred to as MOTC) and the Ministry of Public Works. PPA belongs to the Ministry of

Public Works.

Design and congtruction works continue to be undertaken by the Ministry of Public Works

(hereinafter referred to as MPW).

1980 | ® Project Executive Committee and Project Management Office (hereinafter referred to as PMO) are
cregted in the MPW to undertake the detailed engineering design and construction/supervison of
five(5) fishing ports.

® Fishing PortsPackage  isextended by OECF to the Government of the Philippines.
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Tablel6.1.3 Port Development in the Philippines (2/2)

Year Events, Ingtitutional Changes and others

1981 | ® MPW expandsitsfunctionsto MPWH by absorbing the Minigtry of Public Highways.

® PPA moves from MPWH to MOTC, however design and congtruction works continue to be
undertaken by the Minigtry of Public Works & Highways.

1987 | @ “ Minigtry” isreplacedby* Depatment”

® PPA becomes an attached corporation of DOTC, regponsible for planning, detailed engineering,
congtruction, expansion, rehabilitation and capital dredging of al ports under its port system.

® However, other port development works including design and congtruction of feeder ports, fishing
port and municipa ports continue to be undertaken by DPWH

1989 | ® Autonomous Region in Mudim Mindanao is crested by Republic Act (hereinafter referred to as

R.A.) No. 6734

1990 | @ NEDA Board goprovesthe delinegtion of inditutiona responghilitiesin the

adminigtration of municipa/tertiary/feeder portswherein DOTC shdll take the

programming and implementation of these projects.

1991 | @ DPWH trandersdl feeder ports and fishing ports project under DPWH to DOTC

1992 | ® Cebu Port Authority iscreated by RA. No. 7621

® Bases Converson and Development Authority (hereinafter referred to asBCDA) and
Subic Bay Metropolitan Authority (hereinafter referred to as SBMA) are created by
R.A. No. 7227

1993 | ® Start of condruction for the feeder port project under DOTC

1995 | ® Cagayan Economic ZoneAuthority iscrested by RA. No. 7922

1998 | ® Interim Regiond Ports Authority (IRPA), the predecessor of the RPMA, was organized through
E.O. No. 11 Seriesof 1998. (ARMM)

2002 | ® RPMA wasorganized by the E.O. No.2 Seriesof 2002. (ARMM)

2002 | ® Sart of the study on the Master Plan for the Strategic Development of the Nationa Port Systemin
the Republic of the Philippines

16.2 Port Related Organizations
At present, port development is conducted by DOTC including PPA and CPA as its attached

corporations, PPDBs not under the DOTC as well as private companies. An outline of each
organization is given below.
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16.2.1 Department of Transportation and CommunicationgDOTC)

Prior to 1979, matters pertaining to the country's transportation and communications networks were
under the control of the Ministry of Public Works Trangportation and Communications (MPWTC).
At the end of the 1970's, in order to meet the needs of the times, MPWTC was divided into two
Minigtries: the Ministry of Transportation and Communications (MOTC) and the Ministry of Public
Works.

In February 1987, former Ministry of Transportation and Communications become the Department
of Trangportation and Communications (DOTC). The DOTC has assumed the mandate of the
MOTC as enunciated in Executive Order No. 125 entitled "Reorganization Act of the Ministry of
Trangportation and Communications'.

DOTC is the primary palicy, planning, programming, coordinating, implementing, regulating, and
adminidrative entity of the Executive Branch of the government in the promotion, development, and
regulation of a dependable and coordinated network transportation system. DOTC isaso responsible
for coordinating with the Department of Public Works and Highways in the design, location,
development, rehabilitation, improvement, construction, maintenance and repair of dl infrastructure
projects and facilities including ports. (See Appendix Table A. Section 4 and Section 5 of E.O. No.
125)

On the other hand, DOTC is in charge of development of LGU ports usng not only Philippine
government’s budget but also foreign loans. When PPA became an attached corporation of DOTC in
1987, feeder-port projects, fishing port projects and port development of LGUs were undertaken by
DPWH. In 1990 NEDA approved the delinegtion of ingtitutional responsibility in port administration.
In 1991, a Memorandum of Agreement by and between the two Departments was exchanged, and
port related projects moved from DPWH to DOTC. Since then, DOTC has been budgeting for LGU
ports development including application of foreign loans. PMO-Ports is responsible for design and
supervision of congtruction works.

After completion of small ports for LGUs, DOTC turns them over to PPA. Some ports congtructed
with foreign loans are transferred to LGUs directly. PPA ingsts that these ports should be turned over
to PPA once and then trandferred to LGUs based on the agreement between PPA and LGUs.
According to PPA, this procedure is amust because LGU may stop managing aport if the mayor or
governor changes. This problem has not been settled.

At present DOTC has five sectoral/line offices, nine attached corporations and six attached agencies
to carry out its mandate. The organization chart of the office of the Secretary of the DOTC, and the
names of the attached corporations and agencies are shown in Appendix Figure A.16.2.1 and
A.16.2.2 respectively.
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Among these organizations, those that are related to port development are Water Transport Planning
Divison of Transportation Planning Service, PMO-Ports and Project Management Service. These
three belong to the Office of the Secretary. Both PPA (Philippine Ports Authority) and CPA (Cebu
Port Authority) are also in charge of port development. The function and policies of these five
organizations are mentioned below.

(1) Water Transport Planning Divison (WTPD)

Water Transport Planning Divison of Transportation Planning Service isin charge of the following
port related activities. Main functions of the Water Transport Planning Divison are asfollows:

a) Coordinates with Marine Industry Authority and the Ports Authority with regards to the plans
and programs for the development of water transportation to draw up the integrated maritime
trangportation master plan for the country;

b) Identifies and / or rationaizes water transportation needs and facilities in the country including
maritime navigationa facilities.

¢) Maintains liaison with other government and private offices / organizations related to water
trangportation, particularly the local shipping firms to know their requirements and needs with
regardsto safety at the ports and waterways,

d) Performs such other functions as may be assigned from timeto time

The Water Transport Planning Division carries out the following specific tasks for smal ports.

a) Formulation of policies on port development;

b) Undertaking of feasihility study to look into the viability of proposas,

c) Preparatory work for ODA Project;

d) Work for maritime safety closely coordinated with Philippine Coast Guard (PCG)

The purpose of b) regarding port development at LGU portsis to judge whether or not the proposal
from the locad municipdity has a clear socid need. Request for port development from local
governments through the office of the President, Congressman, Secretary and Director are gathered
in this divison. These requests are prioritized taking into account al elementsin this divison. After
taking into consderation the budget, a decision on which portswill be developed is made.
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(2 Project Management Officefor Ports (PM O-Ports)

In 1980, Ministry Order N0.80-45 was signed cregting a Project Executive Committee (EXECOM)
and a Project Management Office (PMO) under the supervison and management of MPW
mandated to undertake the detailed engineering design and congtructive/supervision of 5 fishing
ports. namdly llailo, Lucena, Zamboanga, Bicol and Pangasinan Fishing Ports.

A Task Force was organized with the assstance of the Japan International Cooperation Agency
(JCA) and a Nationwide Feeder Port Deveopment Program was formulated. OECF Loan
Agreement was dgned for the implementation of 27 Nationwide Feeder Ports Development
Program. In 1989 consultancy service for the Nationwide Feeder Ports Development Project
commenced.

In 1990, NEDA Board gpproved the ddineation of ingtitutiona responsibility in the administration of
municipd/tertiary/feeder ports wherein DOTC was given responsbility for the programming and
implementation of these projects. In 1991 based on a Memorandum of Agreement, al feeder ports
and fishing port projects under DPWH were transferred to DOTC. At the same time PMO was dso
transferred to DOTC. In 1993 condruction for the feeder port project under DOTC darted, and
OECF Loan Agreement was signed for the implementation of the Social Reform Related Feeder
Ports Development Project (SRRFPDP) involving the construction/rehabilitation of 36 feeder ports
in 1997.

The function and duties of the PMO include but are not limited to the following.

a) Preparation of annua capitd and operating budgets and programs of the projects for the
gpproval of the department, and arranging for funding support.

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

¢) Ensuring consstency of construction activities with the gpproved plans and specifications.

d) Recommendation on the gpproval of plans, specifications, estimates, program of works,
tender proposals, awards of contract and contract documentsfor the projects.

€) Monitoring and supervision of the overal project execution.

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

PMO-Portsisin charge of ODA-related projects. At present, this office is undertaking JBIC financed
Feeder Ports Devel opment project. This project isto construct/rehabilitate 36 feeder portsin region 1,
IV, VI, VII, VIII, X1l and XI1l and is scheduled to be completed in April 2006. Organization Chart is
shown in Appendix FigureA.

16-9



(3) Project Management Service (PMS)

Project Management Service (PMS) of DOTC was created under Executive Order N0.125-A in
1992. (See Appendix 7.1) It is the implementing arm of the DOTC, which performs the task of
infrastructure project management to ensure the completion of localy-funded airports, municipa
ports, LTO (Land Trangportation Office) and LTFRB (Land Trangportation Franchisng Regulatory
Boabd) office building projects.

Project Management Service (PMS) is responsible for monitoring the progress of the projects,
ensuring its compliance with the conditions of the contract, and ensuring that the projects conform to
al applicable policies, directives, laws and regulations. PMS provides expertise in design,
congtruction and project management

16.2.2 Philippine PortsAuthority (PPA)
(1) Ouitline

The Philippine Ports Authority (PPA) is the main government agency concerned with the planning
and development of the country's seaports, a vitd link in both domestic and internationa trade.
Established in 1974, the PPA's charter was amended by Executive Order 857 to expand its functions
to cover theintegration and coordination of port development nationwide.

PPA has more than 4,300 staff including casua and contractud laborers, 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, administration and management. However, PPA has been criticized
because it hasthe power to control al port activities.

PPA is a financidly autonomous organization and is not permitted to fal into deficit. On the other
hand, PPA isforced to be responsible for al ports under the PPA port system.

Asde from its traditiona function of harbor development and cargo handling operations, the PPA
has gone into total port district development, including the full use of the ports hinterland and
tributary aress. Its tasks aso include ensuring the smooth flow of waterborne commerce passing
through the country's ports, especialy in the conduct of domestic and internationd trade.

The PPA is governed by a Board of Directors, while its management is exercised by its generd
manager. The generd manager is asssted by three assstant generd managers for engineering,
operations, and finance-legd-adminidtrative and management services. All port digtrict regions--such
as those in Luzon, Visayas, Northern and Southern Mindanao-- are under the supervision of the
assistant general manager for operation.
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2

Objectives

The objectives of PPA are asfollows:

a)

b)

f)

3)

PPA

To coordinate, streamline, improve and optimize the planning, development, financing,
construction, maintenance and operation of ports, port facilities, port physica plants, and al
equipment used in connection with the operation of a port.

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

To promote regiond development through the dispersd of industries and commercia
activitiesthroughout the different regions.

To fodter inter-idand sea borne commerce and foreign trade

To redirect and reorganize port administration beyond its specific and traditiona function of
harbor development and cargo handling operation to the broader function of tota port district
development, including encouraging the full and efficient utilization of the port's hinterland
and tributary aress.

To ensure that all income and revenue accruing out of dues, rates, and charges for the use of
facilities and services provided by the Authority are properly collected and accounted for by
the Authority, that such income and service (inclusive of operating and maintenance cost of,
adminigtration and overhead) of the Port Didtrict, and ensure that a reasonable return on the
asset employed shdl beredlized.

Functions

has the following functions to realize the above objectives. They are sated in the PPA Charter.

Firgtly, PPA isto formulate in coordination with the National Economic and Development Authority
a comprehensve and practicd Port Development Plan for the State and to program its
implementation, renew and update the same annually in coordination with other national agencies.

PPA

had played this role in name and in redity until CPA and other government organizations

responsible for a port/ports were created in the 1990's. At present, PPA formulates a comprehensive
and practica port development plan for ports under the PPA port system. This plan is quite important
becauise ports under the PPA system handle most of the cargo in the Philippines.

PPA

a)

b)

has the following duties and power asthe port authority.

To supervise, control, regulate, construct, maintain, operate, and provide such facilities or
sarvices as are necessary in the ports vested in, or belonging to the Authority

To prescribe rules and regulations, procedures, and guidelines governing the establishment,
construction, maintenance, and operation of al ports, including private portsin the country

To license, control, regulate, supervise any construction or structure within any Port Digtrict
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d) To provide sarvices (whether onits own, by contract, or otherwise) within the Port Digtrict and
gpproaches thereof, including but not limited to- berthing, towing, mooring, moving, dipping,
or docking any vessd; loading or discharging any vessd; sorting, weighing, measuring,
warehousing, or otherwise, handling goods

€) To make or enter contract of any kind or nature to enable it to discharge its function under this
Decree

f) To acquire, purchase, own, lease, mortgage, sell, or otherwise dispose of any land, port facility,
wharf, quay, or property of any kind, whether movable or immovable

g) To exercisetheright of eminent domain, by expropriating the land or area surrounding the port
of harbor, which in the opinion of the Authority, are vital or necessary for the total devel opment
of the Port Didtrict

h) To levy dues, rates or charge for the use of the premises, works, gppliances, facilities, or for
sarvices provided by or belonging to the Authority or any other organization concerned with
port operations

Notwithstanding the above duties and powers PPA had been responsible for the planning, detailed
engineering, congruction, expansion, rehabilitation and capita dredging of al ports under its port
system. However, this year PPA changed this policy and is now able to use its own funds for
development of ports outside its port system.

(4) Adminigtration Transfer of Government Ports

In principle, government ports are administered by PPA. However the following ports may be
trandferred from PPA to LGUs/ government corporations in receipt of gpplication from the LGU or
government corporation for the trandfer, and they may be managed, operated, maintained and
developed by LGUs/ government corporations. Thisis stipulated in aguiddine entitlted “ Guiddine
on the transfer of the administration of government ports by local government units and government
corporations.”

1) Government ports which, under the provisons of PD. 857 as amended are under the
jurisdiction of the PPA but which are outside the updated PPA Port System and with an average
annua cargo throughput of not more than 50,000 metric tons over a 3-year period.

2) Only ports within the municipaity and jurisdiction of the LGU may be managed, operated,
maintained, and developed by said LGU.

The PPA is obliged to act on any gpplication from the LGU / government corporation within ninety

(90) days from receipt hereof, provided that the application is gpproved and supported by a
Sangguniang Resolution for such purpose.
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(5) Port Digtrict Office (PDO)
1) PPA hasfive PDOs and their functions are asfollows.

a) Supervises the operation of ports and ensures the implementation of al operating and
management policies, systems and procedure aswell as performance standards

b) Directs and controls the activities to ensure safe and efficient management and operation of
portswithin the district

¢) Provideslegd services and handlesthe recruitment of port personnd within the port district

d) Develops a port facilities and equipment maintenance program and undertakes the
implementation of the same

€) Enhances usage of port facilitiesand services

f) Ensures the proper implementation of rules and regulations in the development and operation
of private ports under PDO jurisdiction

g) Edablishes and maintains harmonious relationship with relevant government agencies and
private sectors under PDO jurisdiction

h) Performsrelated functions

2) Location and PMOs (Port Management Offices) of Five PDO offices are mentioned below.

a) PDO Manilaand Northern Luzon
The Port Digtrict Office of Manilaand Northern Luzon, stuated at the head of the Manila Bay
on the west coast of Luzon Idand, is where the country’s premier port of entry islocated and is,
therefore, a main link to the mgor ports of the world. Under PDO Manila are the Port
Management Offices of North Harbor, South Harbor, San Fernando, Limay and the Manila
International Container Termina Office.

b) PDO Southern Luzon
All portsin the Luzon Idand, other than of PDO Manilaand Northern Luzon, from the northern
to the southern part of Luzon including the idand of Palawn, are under the jurisdiction of PDO
Southern Luzon. The PMOs under it are Batangas, Legazpi, Puerto Princesa, Masbate and
Cdapan. The officeislocated in Manila.

c) PDO Visayas
Under PDO Visayas are the five (5) PMOs of Dumaguete, lloilo, Pulupandan, Tecloban and
Tagbilaran. The officeis Stuated in Cebu city

d) PDO Northern Mindanao
Under PDO Northern Mindanao are the five (5) PMOs of Cagayan de Oro, lligan, Naspit,
Ozamis and Surigao. The officeis located in Cagayan De Oro City

€) PDO Southern Mindanao
Under PDO Southern Mindanao are the four (4) PMOs of Davao, General Santos, Cotabato and
Zamboanga. The officeislocated in Davao city.
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16.2.3 Cebu Port Authority (CPA)

(1) Outline

CPA spun off from PPA in 1992 as part of the government policy of decentrdization. The territoria
jurisdiction of the Authority (CPA) includes al sess, lakes, rivers and al other navigable inland
waterways within the Province of Cebu, including the City of Cebu and all highly urbanized cities
which may hereafter be created therein.

CPA sarves to integrate and coordinate the planning, development, construction and operation of
ports and port facilities within its territorid jurisdiction, consstent with the needs and requirements
of the region. It enhances the flow of internationd and domestic commerce passing through or
utilizing the regiond ports. It promotes regiond development by providing support service to sustain
the growth of export and other priority industry inthe region.

The power and function of the Authority is vested in and exercised by a Cebu Port Commission
composed of a Chairman, a vice Chairman and five (5) other Commissioners. The Chairman isthe
Secretary of DOTC or his duly designated undersecretary. The Vice Chairman is designated as the
Cebu Port Generd Manager elected by the Commissoners from among themselves. Five
commissioners are appointed by the President of the Philippines.

(2 Objectives

CPA hasthefollowing purpose and objectives.

a) To integrate and coordinate the planning, development, construction and operation of dl ports
and ports facilities within its territoria jurisdiction consstent with the needs and requirement of
theregion;

b) To enhance the flow of international and domestic commerce passing through or utilizing the
regiond ports; and

c) To promote regiond development by providing support service to sustain the growth of export
and other priority industriesin the region.

(3) Functions
CPA hasthe following powers and functionsto redize its objectives. They are prescribed in the CPA
charter. The powers and functions of the Commission, which is the supreme decison-making

organization, are:

a) Toinvestigate, prepare, adopt, implement and execute a comprehensive and orderly plan for the
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overdl development of al ports within its territorid jurisdiction, and to update such plans, as
may be warranted from timeto time;

b) To manage, administer, operate, maintain, improve and develop, coordinate and otherwise
govern the activities of al the portswithin itsterritoria jurisdiction.

In addition, CPA has the power to levy dues and impose rates and charges for the use of the premises,
works, appliances, facilities, or for services provided by or belonging to CPA, or any other
organization concerned with port operations.

According to CPA Adminigrative Order No. 01 - 2000, the relationship between municipa portsand
CPA is as follows. CPA has the power of supervison, regulation and jurisdiction over the
adminigtration, development and operation of municipa ports for the purpose of implementing an
integrated program of port planning, maintenance, development and operation of al ports throughout
theterritorid jurisdiction of CPA. No municipa port can be constructed without permission from the
Authority.

The municipdity or city that owns a pier or wharf may operate the same directly or award its
operation and administration to a private contractor who secures a permit from CPA to operate cargo
handling services thereat, subject to the payment of privilege fee to CPA which determines the same,
and to such other conditions which CPA may deem proper to impose.

16.24 Bases Converson and Development Authority (BCDA) and Poro Point M anagement

Corporation (PPMC)
(1) BCDA
1) Ouitline

BCDA is created based on the Bases Converson and Development Act in March 1992 by the
Republic Act No. 7227 as a regiond development authority for accelerating the converson of
military reservations into other productive uses. BCDA has the power to congtruct, own, lease,
operate and maintain public utilities aswell asinfrastructure facilities.

With regard to port development, the San Fernando Seaport was turned over from PPA to BCDA on
February 1, 1997.

2) Functions

According to the Republic Act No. 7227, BCDA hasthe following functions.
a To own, hold and/or administer the military reservations of John Hay Air Station, Wallace ar
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b)

f)

9)

Station, O’ Donne Tranamitter Station, San Migud Naval Communication Station, Mt. Sta. Rita
Station (Hermosa,, Bataan) and those portions of Metro Manila military camps which may be
transferred to it by the President;

To adopt, prepare and implement a comprehensive and detailed development plan embodying a
list of projects including but not limited to those provided in the Legistative-Executive Bases
Council (LEBC) framework plan for the sound and balanced conversion of the Clark and Subic
military reservations and their extensions consistent with ecological and environmental standards,
into other productive uses to promote the economic and socia development of Central Luzon in
particular and the country in generd:

To encourage the active participation of the private sector in transforming the Clark and Subic
military reservations and their extension into other productive uses,

To serve as the holding company of subsidiary companies created pursuant to Section 16 of this
Act and toinvest in Specia Economic Zones declared under Sections 12 and 15 of thisAct;

To manage and operate through private sector companies development projects outside the
jurisdiction of subsidiary companies and Specid Economic Zones declared by presidentia
proclamations and established under thisAct;

To establish a mechanism in coordination regarding the plans, programs and projects within the
regions where such plans, programs and /or project development are part of the conversion of the
Clark and Subic military reservations and their extensons and the surrounding communities as
envisoned inthisAct; and

To plan, program and undertake the readjustment, relocation, or resettiement of population
within the Clark and Subic military reservations and their extensons as may be deemed
necessary and beneficid by the Converson Authority, in coordination with the appropriate
government agencies and local government units.

(2) PPMC

1)

Outline

President Proclamation N0.216 crested the Poro Specia Economic and Fregport Zone (PPSEFZ) on
27, July 1993. The PPSEFZ was placed under the ownership, control and jurisdiction of the BCDA,
the primary government entity tasked to implement the national bases conversion program. In 1993,
Executive Order No. 103 was issued, creating the JPDC to manage the implementation of BCDA's
plans and projects for Poro Point and John Hay in Baguio City.

On October 3, 2002, Executive Order No. 132 was issued, creating the Poro Point management
Corporation as the implementing arm of the BCDA over the Poro Point Specia Economic and
Freeport Development Zone.

2) Functions
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PPMC operates in two geographica locations namey Poro Point in San Fernando, La Union and
Camp John Hay in Baguio City.
Thefunctions of PPMC are stated asfollows

a) Management and Administration of the Poro Point Special Economic and Fregport Zone

b) Facilitation and Monitoring of the Development of Segport, Airport, Agro-Industrial Park,
Reclamation Area.and Eco-Tourism.

) Airport Operations

d) Development and implementation of relevant socio-culturd, environmentd and community
programs

€) Strengthening inter-agency and business linkages

f) Strengthening organizational capability and team work

1625 Subic Bay Metropolitan Authority( SBMA)
(1) Outline

The Subic Bay Freeport and Specia (Economic) Zone was created through the Bases Conversion
and Development Act in March 1992 by the Republic Act No. 7227. SBMA was designated as an
operation and implementing agency to establish the Fregport and to ensure the promotion and
development of various kinds of socid projects. Organization chart of SBMA is shown in Appendix
Figure A. 7.3.6.1. Workforce of the Authority isabout 5,100 comprised of 1,570 people from SBSEZ
and 3,530 of Freeport Service Cooperation (FSC) respectively. The Segport Department of SBMA
has four divisons. Port Management Divison (PMD), Port Operations Divison (POD), Termind
Operations Divison (TOD), and Port Engineering Divison(PED). A total of 234 persons are
deployed in itsfour mgor divisons.

(2) Functions
SBMA hasthe following powers and functions:

1) To operate, administer, manage and develop the ship repair and ship building facilities,
container port, oil storage and refueling facilities and Cubi Air Base within the Subic Specia
Economic and Free-port Zone as a free market in accordance with the policies set force in
Section 12 of thisAct;

2) To undertake and regulate the establishment, operation and maintenance of utilities, other
sarvices and infrastructure in the Subic Specia Economic Zoneincluding shipping and shipping
related business, stevedoring and port terminal service or concessions, incidental thereto and
arport operation
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The SBMA isdeveloping the 67,000 (55,102 land area, 12,350 water areq) hectare area of Subic Bay
Freeport(SBF) zone into a salf-sustaining industrial, commercid, financid, and investment center to
generate, among others things, job opportunities in and around the zone as an operating and
implementing arm of the government of the Philippines. The Segport Department is the
implementing arm of the SBMA in the management of the harbor and dl the port facilitieswithin the

Freeport.

SBMA is now undertaking a container termina development project using JBIC loan. The bidding
procedure is currently under way. The congtruction work is expected to commence at the beginning
of next year (2004)

16.2.6  Phividec Industrial Authority (PIA)
(1) Ouitline

The Phividec Industrid Authority (PIA) is a corporation which is fully-owned and controlled by the
government of the Republic of the Philippines. It was established on August 13, 1974 by Presidentia
Decree No. 538, as amended by Presdential Decree No. 1491. Although the Phividec is an
independent entity by virtue of its organization and financid character, the PIA isa subsdiary of the
PHIVIDEC, or the Philippine Veterans Investment Development Corporation by law.

(2 Functions

PIA hasthe following powers and functions, which are mandated in the Charter, PD 538.

1) To operate, administer and manage the PHIVIDEC Industrid Area and other areas which shal
heresfter be proclaimed, designated and specified in subsequent Presidentia Proclamation, and
to congtruct, acquire, own, lease, operate, and maintain infrastructure facilities, factory buildings,
warehouses, dams reservoirs, water didribution, eectric light and power system,
telecommunications and trangportation networks, or such other facilities and services necessary
or useful in the conduct of industry and commerce or in the atainment of the purpose and
objectives of the Presdential Decree.

2) To congruct, operate and maintain, or otherwise to grant the use of or to rent, lease, or Iet, for a
condderation and under such terms arrangements and conditions it may deem reasonable and
proper any and al port facilities including stevedoring and port termina services, or any
concession properly incident thereto or in connection with the receipt, delivery, shipment and
transfer in trangt, weighing, marking, tagging, fumigating, refrigerating, icing, storing, and
handling of goods ware and merchandise.
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The development of these Sitesis in accordance with the Philippine Government's policy to disperse
industries to the countryside as a means of equitably distributing resources, and as a vehicle to
catadyze and sustain socia and economic development in the Philippines. PIA is empowered to
assess and collect red property taxes and port fee; collect businesses, such as subsidiaries and joint
ventures.

Phividec's container termina at northern Mindanao is going to be completed by the end of Marchin
2004.

16.2.7 Cagayan Economic ZoneAuthority(CEZA)

(1) Outline

The Cagayan Specid Economic Zone and Freeport ( Cagayan Freeport) islocated at the northeastern
tip of the Philippines surrounded by the waters of Baintang Channel, China Sea and the Pacific
Ocean. It covers the entire Municipdity of Sta Ana and the idands of Fuga, Barit, Mabbag in the
province of Cagayan-with gpproximately 54,000 hectares of urban, suburban and agro-industrid
lands for prime development. It is strategically located between the Pacific Ocean and China Seaand
enjoys proximity to lucrative overseas markets such as Tawan, Hong Kong, Japan, Korea, and the
People's Republic of China. It is in fact dtuated at the crossroads of internationa shipping routes
between the West Coast of North America, Far East and Southeast Asia. The Cagayan Fregport was
established through Republic Act No. 7822, otherwise known as the Cagayan Economic Zone Act of
19095.

(2) Functions

CEZA is mandated to supervise and manage the development of the Cagayan Specid Economic
Zone and Freeport (Cagayan Freeport) into a saf-sustaining industrial, commercid, financid, and
tourism / recregtiona center and Fregport with suitable retirement/residential aress, in order to creste
employment opportunities in and around the Cagayan Fregport, and to effectively encourage and
attract legitimate and productive local and foreign investments.

16.2.8 Regional PortsManagement Authority (RPMA)

(1) Outline

RPMA was established in 2002 replacing the Interim Regiona Ports Management Authority, which
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was created before the turn-over al ports within the territorid jurisdiction of the ARMM to the
Autonomous Regiond Government (ARG) primary amed a strengthening its management and
operationa capability. The only Government-Owned and Controlled Corporation (GOCC) of the
ARMM, RPMA exercises certain power and function of PPA devolved to the ARMM pursuant to
E.O. 435 and DOTC D.O. 97-1113. RPMA Main Officeis located at the Regiond Seeat in Cotabato

City.
(2) Functions

RPMA is mandated to formulate a comprehensive port development plan, to supervise, control,
regulate, congtruct, maintain, operate, and provide the necessary facilities and services, to prescribe
rules and regulations, procedures and guiddines governing the establishment, construction,
maintenance and operation of additional both public and private ports, to license, control, regulate
and supervise any congtruction, to provide services including berthing. loading, discharging and so
forth, to control and regulate and supervise pilotage, to provide or assst in the provision of training
programs and facilities, to exercise corporate power and police authority and to perform such other
functions or provide such services as may be deemed proper and necessary to carry out and
implement the provisions of the Executive Order.

16.2.9 Philippine Fisheries Devdopment Authority (PFDA)

(1) Outline

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. PFDA has six (6) departments in its head office and has eight (8) loca offices which
manage main fishing ports. PFDA has 821 personnd in totdl.

(2 Objectives

In carrying out its duty, the PFDA commitsitsaf to carrying out the following objectives:

1) To congruct fishing ports, market building, ice plants and cold storages and other supportive
facilities necessary for the efficient handling and distribution of fish and fishery products,

2) To provide fishery-related processing services that improve the qudlity of fish products to
competein the global market;
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3) To encourage development of new products and make necessary arrangements for the growth
of private business enterprises,

4) Increase employment opportunities through establishment of new fishery infrastructures and
related industries;

5) Promote activitiesfor exporting traditional and non-traditiond fishery;,

6) Asss smdl fishermen, fish farmers and other workers in the fishing industry through the
provision of services and facilities for raising the value of their production.

(3) Functions

As a government ingtitution, PFDA provides the fishing industry with integrated infrastructures for
fishery. Main functions of PFDA are asfollows:

1) To manage, operate and develop regiond commercid fishing port complexes located in
drategic areas of fishing portsin the Philippines;

2) To edtablish ice plants and cold storage, warehouses, factory buildings and other structures
necessary for the development of the fishing industry;

3) Tolease commercid and industrid areasin afishing port;

4) To provide training on the operation and management of inshore fishing ports;

5) To collect, compile, and distribute gtatistics and information on fishery needed for business
activitiesand policy formulation;

6) Toestablish and operate quality control laboratoriesin regiond fishing port complexes.

16.2.10 Private Company

Development, construction, and operation of private ports is undertaken by private companies. On
the occasion of development of a port, the private company must first get approva from PPA. To
obtain gpprova from PPA, the private company has to conclude a contract with regard to
construction, development and operation of the port with PPA. The contract contains a provision that
the port will be transferred to the PPA after the contract term (for example, 25 years) expires. During
the contract term, the private company as well as shipping company using the port has to contribute
10 % of their incometo PPA asaport charge.

16.2.11 Rdationship between PPDB and PPA

As mentioned above, other than DOTC and its attached corporations, there are some regiond
development authorities that develop specific ports at designated areas. According to the various
documents given to the study team, there were negotiations and arguments between PPA and each

16-21



regiond authority over the jurisdiction of specific ports. In most cases, PPA eventudly lost
jurisdiction over important ports which were once part of the PPA port syslem. Important revenue
sourceswere thus aso lost.

(1) Reationship between PIA and PPA

PIA has gone ahead with a plan to condruct a State-of-the-art container termina in northern
Mindanao near the existing Cagayan De Oro port. Although this container berth will adversely affect
not only the volume of cargo handled at Cagayan De Oro port but also the revenues earned at the
port, the plan was approved by NEDA. The termind has aready been constructed, and the first
container ship is scheduled to make a port cal this autumn. The memorandum between PIA and PPA
is attached in Appendix.

(2 Reationship Between BCDA and PPA

BCDA and PPA were at odds over which authority had jurisdiction over the Port of San Fernando,
the base port of PPA port system located inside the designated area of BCDA.

The Land of Poro Point Special Economic and Free Port Zone created by Proclamation N0.216 was
transferred to the BCDA pursuant to R.A. No. 7227. This Land of Poro Point Special Economic and
Free Port Zone was composed of aland area and sea water area, and included the area of the port of
San Fernando. Accordingly, BCDA claimed jurisdiction over San Fernando Port. But PPA aleged
that Proclamation No. 216 violated PPA's dtatutory powers to supervise, control, develop, and
manage public port facilities within the country and that in the pursuit of State policy stipulated in the
Charter, dl exigting and completed public port facilities and al powers, rights and duties vested in
any government agency or instrumentality pertaining to every matter concerning port facilities, port
works, and port operation are transferred to PPA under Section 30 and 40 of PD. No. 857as
amended.

In the end, PPA lost not only rights of development and management of San Fernando port, but lso
the right to collect the government share of port charge, cargo handling charge and whafage at two
private ports in BCDA's designated area. The details are mentioned in the Memorandum of
Agreement executed by PPA and BCDA on 31 January 1997.

(3) Rdationship between SBMA and PPA

SBMA is a specid autonomous creation under R.A.7227, the Base Converson and Devel opment
Act of March 1992. It reports directly to the Office of the Presdent. Its port development is only one
aspect of its creation as Fregport and Specia Economic Zone.

It is said that close coordination is existing between PPA and SBMA as far as port development is
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concerned. Port training of SBMA personnd has been sought from PPA who has willingly obliged
and supported this activity. Port tariffs are dso patterned after the exising PPA Tariffs and
PPA -sponsored seminars have been actively participated by SBMA together with other autonomous
portsin the Philippines.

(4) Rdationship between CEZA and PPA

Republic Act No. 7922, creating Cagayan Specid Economic Zone, has effectively transferred the
functions of planning, development, management, operation, repair, and maintenance of the port of
Irenein Sts. Ang, Cagayan from the PPA to the CEZA. However, at that time, CEZA was dill inthe
organizationa stage and did not have the personnel to perform the above- stated function.

Section 6 (d) of R.A. No. 7922 alows CEZA to undertake the aforesaid port planning, development,
management, operation, repair, and maintenance through an gppropriate government agency. There
isaneed to continue the performance of the above-stated functions by the PPA to prevent a hiatus.
PPA and CEZA entered into agreement in July in 1996. Contents of this agreement are asfollows.

1) ThePPA shal perform, on behdf of CEZA the responsibility and functions, prior to the passage
of RA No. 7922, over Port Irenein Sta. Ana, Cagayan.

2) Inthe performance of the port planning and development function, the PPA shdl undertake all
necessary action to update and findize the Master Plan for the Port of Irene including the
securing of any necessay officid development assstance from the externd sector or
investments from the private sector. Concomitantly, the PPA shall initidly earmark the amount
of One Million Pesosfrom its Project Feasibility Studies Fund for the Port of Irene.

3) Inthe performance of the port management and operation functions, the PPA will man the Port
of Irene with the gppropriate port organization to manage and operate the port, including but not
limited to the assgnment of berths to vessds, undertaking of cargo handling and terminal
operations and storage of cargo.

4) In the performance of the repair and maintenance functions, the PPA shall prepare al programs
of work and execute engineering projects as may be necessary to keep the Port in operationd
condition.

5) For the duration of this Agreement, the PPA shall continue to receive al monies derived from
revenues of the operation of the Port and shall continue to alocate and fund al expendituresin
the performance of the above functions. At the termination of this Agreement, PPA shdl transfer
any surplusto the CEZA, or CEZA shall reimburse PPA for any deficit.

6) The PPA and the CEZA shdl form a Committee to oversee the proper implementation of this
Agreement.

7) This Agreement shdl retroact from the date of effectivity of Republic Act No. 7922 and shdll
remain in full force and effect until such time as the CEZA declares it is ready to assume its
functions over Port or as mutually agreed upon by both parties.
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16.3 Current Problemson Port Administration

16.3.1 Port Development by Many Organizations

Prior to the early 1990's, Philippine Ports Authority (PPA) had jurisdiction over dmost dl ports and
was thus able to make consstent nationa port development plans. However, in 1992, CPA spun off
from PPA, and PPDBs, which are not under the jurisdiction of DOTC, were cregted one after another
on and after 1992, and each of them has the jurisdiction to plan, construct and manage ports within
their desgnated aress.

Some organizations undertake a lot of port development while others undertake only one port
development. Some organizations undertake foreign-asssted projects while others undertake
projects using their own funds. These newly created government authorities are not under the direct
juridiction of PPA/DOTC and there is no coordination or consultation among organizations
regarding the investment and time schedule of individua development projects. It is necessary for
proper port development to coordinate each project based on the cargo volume forecad,
gpportionment of function and alignment of ports nationwide through the single methodology. But in
the Philippines this type of coordination is not undertaken. Port development in the Philippines is
undertaken independently and separately.

Table16.3.1 Outlineof Port Development Organizations

Body Act of Incorporation Effectivity Name of Ports Remarks

DOTC E.O. NO. 125A 30" Jan, 1987

PPA PD. NO. 857 23" Dec. 1975

CPA RA.NO. 7621 26" June, 1992

PMO-Ports | M.A.NO. 80-45 4" June, 1980

PIA PD. NO. 538 13" Aug, 1974 Northern Mindanao JBIC Fund
BCDA RA.NO. 7227 13" Mar, 1992 San Fernando Port JCA Sudy
SBMA RA.NO. 7227 13" Mar, 1992 Subic Port JBIC Fund
CEZA RA.NO. 7922 24" Feb, 1995 Irene Port JCA Study
PRMA E.O.NO.2, S. of 2002 1™ Mar, 2002

Note PPA wascrested by MPWTC in 1974. M.A refersto Memorandum of Agreement
Source JCA Study Team

16.3.2 Inadequate Port Facilities

Mogt port facilities in the Philippines are not suitable for efficient port operation, partly because
facilities are aged without proper maintenance, and partly due to mixed use of berths for various
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types of cargo and passengers vessdls. Port Authorities are responsible for maintenance of port
facilities for natural wear and tear, and 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 aproper manner.

Shortage of facilities can be attributed to the limited berthing space. However, this problem could be
overcome to some extent by increasing cargo handling productivity and proper berth alocation. At
present, break bulk or dry bulk cargo vessels are often forced to stop their operations and leave the
berth since high priority is given to RO/RO vessdls a multipurpose berths. This problem can be
partidly resolved by dtering the berth assgnment system and changing the tariff structure from a
daily basisto an hourly basis.

Nevertheless, the problem of insufficient facilities can only be solved by capitd investment in
infrastructures and equipment. According to PPA, it does not have sufficient funds available for
maintenance and development of facilities. Port operators are reluctant to invest in their own
equipment partly because of the limited period of contract and partly because of the insufficient
incentives for ships to use shore equipment under the present tariff structure.

1633 Insufficient Budget for Port Development and Maintenance

Main source of PPA’s earning comes from Manila area terminds. Manila area terminds generate a
large part of their revenues from foreign trade, especidly container trade a international container
terminas under long-term concession contracts. Other ports, most of them for domestic trade, do not
generate sufficient revenues to cover necessary management and maintenance costs due to low
domestic port charges. Consequently, PPA has to use its revenue from Manila area on other ports.
PPA has to adminiger al the remaning ports including very smal ports. However, PPA, as a
financialy autonomous government entity, must produce a net profit. Moreover, it must contribute
50% of its net profit after deduction of management expense as wel as loan repayment and
corporate tax as a dividend to the government. Therefore, the degree to which PPA can support loca
portsislimited.

As dternative sources of funds, various kinds of loans and grants have been extended from foreign
donor countries and internationa 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 areaterminas, PFl through concession and BOT is possible for the
congdiruction of foreign trade related facilities. However, with the present low domestic tariff level
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and the with present operation contract system, investment in the locd portsis not ttractive for the
private sector.

In case of smdl port development, it isimpossible to use a private financing scheme because small
port development projects are not financially viable, even if an economic benefit is expected. Small
ports should be constructed using funds collected as tax/dues by centra/regiond authority. So it is
important for centra/local government to introduce reasonable tax/dues and an accurate tax
collection system to secure funds for the congtruction of port facilities. In 2003, PPA changed its
policy and be able to use its funds for development of ports outside the PPA Ports System. However,
the budget is extremdy limited therefore it can meet only afew requests from LGUSs.

16.34 Lack of Integrated Port Development Plan

Infrastructures are indispensable for devel opment of the nationa economy and the welfare of citizens
and therefore the centra/regiond government is generally responsible for the development of
infrastructures. A large amount of money and long time are necessary for the congtruction of
infrastructures. To ensure that the limited fund are utilized effectively, sound planning that is not only
consgtent with regional development plans but also in harmony with national development plansis
necessary. Port development needs to be gpproached in the same manner. However, at 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 isrequired

16.35 DOTC'sParticipation in Port Development

DOTC isthe adminidrative entity of the Executive Branch of the government in the promotion and
development of dependable transportation networks. DOTC head office, however, has played only a
limited role in port development in the Philippines except for projectsinvolving smal ports.

Thisis mainly because PPA, an attached corporation of the DOTC, has historically played the lead
role in port development, and because other port development authorities such as PPDB, which are
outsde of DOTC jurisdiction, develop their ports by their own resources.

There is no coordination on port development planning among PPDBs or among private ports. Even
though PPA approves development projects for private ports, DOTC is not directly consulted.
Recognizing these circumstances, the DOTC, as the policy making body of the government, has
requested JCA to formulate an integrated port development master plan as a part of the nationa
trangportation network. With this procedure, al the port development plans of al port development
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.
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16.4 Proposalson National Port Plan

Among port development/management bodies, PPA is the largest organization in the Philippines,
PPA plans, develops, manages, operates and maintains dmost al the mgjor ports in the Philippines.
By modernizing the required cargo handling system as well as normdizing the port charge, the
sarvice level of PPA ports can be greetly improved. Therefore, the following measures should be
taken up in order to achieve above-mentioned matters. However, the following sections focus on the
roles of not only PPA but aso other port development bodiesin upgrading portsin the Philippines.

1641 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 policy
direction of the Nationa 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 a long-term master plan and a short-term development plan
for the nationa port system. The Study shall be used as the prototype of the “Nationa Plan for Port
Development” (NPPD)

Fundamenta policies for port development are proposed, conddering the following items and
aspects.

1) Nationa Development Plan

2) Socio-economic Stuation

3) Foreigntrade

4) Maitimetransport inthe World and Asa
5) Cargo and passenger transport demand
6) Maritimetransport safety

7)  Environment aspects

NPPD is composed of along-term master plan and a short-term development plan. The duration of
long-term plansis 20 years while that of short-term plansisfive years.

The long-term master plan does not indicate detailed port plans but contains conceptua plans for all
port development in the country. It contains target year, demand forecast of the target year, facilities
needed to be developed, rough investment cost and rough time schedule of port development for
consecutive five year periods. The short-term development plan describes more specific port plans
and includes quantitative anayss.

For reference, the itemsto be described in the short-term devel opment plan are asfollows
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1) Target year of planning or duration of plan

2) Forecasted demand in the target year

3) Facilities needed to be congtructed by the target year

4) Investment cost for the facilities at individua ports based on the rough design
5) Time schedule for development of port facilities

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

(2) Formulation of Port Development Plan for Individud Ports

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

16.4.2 Esablishment of NPPD Council

In order to periodicdly review, update, and revise the NPPD as well as important/fundamental
policies on port devel opment, a council should be set up. All decisons or conclusions are reported to
DOTC. After being authorized, the NPPD should be widely respected by al departments of
government and related organizations. A mode for such councils can be found in the Japanese Port
Council.

Although PPA has asimilar advisory body called “The Nationa Port Advisory Council (NPAC)” for
the formulation of the PPA's policies, PPA can exercise its power only over the ports under its
jurisdiction.

However, it is extremdy difficult to establish new governmenta organization for coordination under
present government policy of smal 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 Trangport Clugter of DOTC is one of the proposed organi zations.

The members of the NPPD Council are composed of not only governmental officias but also the
representatives of private sector and PPBDs not under the jurisdiction of the DOTC.
In order for the NPPD Council to be sustainable in the long run, it should have a manageable number
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of members. Therefore, the core members of the NPPD Council shal be composed of officias from
al government agencies involved in maritime trangport and independent port authorities / PPDBs
engaged in port development. The issuance of new Adminigrative Order (A.O.) isnecessary in order
to gppoint the officials of entities not under the DOTC adminigtrative jurisdiction, as membersto the
NPPD Council. DOTC which is responsble for overseeing for the transportation sector can
appoint/request, based on the new A.O., high-ranking officials from other government department,
(in particular the DPWH, DA, DENR, DILG and NEDA ) and representatives of other organizations
as/to be members of the NPPD Council.

The NPPD Council can recommend policies for al Philippine ports including authorities' ports. At
present each authority makes a request to NEDA for ODA loan for port development without
consultation with DOTC. After the establishment of NPPD Council, these requests submitted to
NEDA should be examined in advance based on the NPPD. The request for a new port development
project, which is not included in the NPPD, should be examined in the Council.

From following reasons, the NPPD Council shall be an advisory body to DOTC

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

One of the basic functions of DOTC is to formulate the nationwide transportation network plan.
Planning of ports is an important part of nationwide transportation plans. In addition, as to
development of individua ports, as DOTC is limited to carry on budgeting, planning and
congtruction of a small number of LGU ports, DOTC is able to keep a neutral postion in port
development.

The Government of the Philippines nominated the DOTC as the counterpart of the JCA Study Team
on this Master Plan Study, therefore, DOTC is the mogt suitable governmenta department in the
Philippines to oversee port devel opment.

Moreover, there are many ports under PPA. PPA admits that these ports are often competing with
other ports under the other port authorities / PPDBs. In the past, many disputes related to port
planning have occurred such as the conflict between PPA and PIA over port development at and near
Cagayan De Oro port. Therefore, it may be difficult for PPA to deliberate over many port
development projects from neutral viewpoint. It is quite likely that decisions made under the control
of PPA will not be accepted by other port devel opment / management bodies

Therefore, the NPPD Council shall be an neutra advisory body
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1643 Membe sand Busnessof the Coundil

(1) Members

The Coundil shdl consg of thefollowing members

Chairman
Vice Chairman:
Members

However, members denoted with an asterisk (*) shal comprise the core members of the Council,
otherwise called the Water Transport Cluster (WTC). DOTC will invite members from other sectors
or agencies (in particular the DPWH, DA, DENR, DILG and NEDA) to the WTC on matters

. * Secretary/Undersecretary for Maritime and Specia Concerns (DOTC)

Deputy Director Generad In-Charge of Transportation (NEDA)
Undersecretary for Road Planning (DPWH)

Undersecretary for Policy, Planning and Legd Affairs, (DA)
Assigtant Secretary, Plan andProgram (DILG)

Undersecretary, Policy and Planning (DENR)

Generd Manager, Philippine PortsAuthority (PPA)

Generd Manager, Cebu Ports Authority (CPA)

Generd Manager, Regiona Ports Management Authority (ARMM)
Adminigirator, Maritime Industry Authority (MARINA)
Commandant, Philippine Coast Guard (PCG)

Adminigirator, PHIVIDEC Industrial Authority (PIA)
Adminisirator, Cagayan Economic Zone Authority (CEZA)
President, Poro Point Management Corporation  (PPMC)

Sr. Deputy Adminigtrator for Operations, (SBMA)

Generd Manager Philippine fisheries Development Authority, (PFDA)

LGU Port Administrator for LGUs undertaking port development projects using

their own funds

Five (5) members from relevant public and private sectors including academe,
Philippine Chamber of Commerce & Industry, Association of International

Shipping Lines/Agents

relevant to the agencies’ gpecific mandate.

The Full Council (WTC will have the role of NPPD Council) will meet a few times a year to
ddiberate on mgor changes of basic palicies on port development and to gpprove / revisons to the

NPPD.

A representative of government entities other than the above organizations that will Sart
management of ports can be amember of the NPPD Council under the approva of the Council.
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(2) Function

Functions of NPPD Council areto formulate areport to DOTC through coordination with
1) All government corporate entities that carry out port development projects (i.e. PPA, CPA,
RPMA, PIA, CEZA, SBMA and BCDA),
2) The Department of Public Works and Highways in terms of formulating nationwide efficient
transportation network and
3) Other relevant organizations.

(3 Busnessof the Council

The NPPD needs to be reviewed and revised periodicaly as the socid and economic environments
change. The council shall deliberate on the change of circumstances surrounding port devel opment
and shdl undertake the following matters;

@ Review and evauation of progress of existing NPPD based on monitoring
(b)  Preparation for specific proposa by NPPD

(© Review of short-term development plan

(d)  Formulation of new/revised short-term devel opment plan

(e Review of long-term master plan

)] Formulation of revised long-term master plan

(9) Ddiberation on the change of basic palicies of port devel opment

Usudly review of the short-term deve opment plan begins three years after sart of the short-term plan, and
formulation of anew plan fallows the review, while review of the long-term medter plan begins nine years
after the gart of the long-term magter plan and formulaion of revised plan follows the review. However, if
the socio-economic Stuation changes dradtically, review may sartin ashorter period of time.

16.4.4 Egablishment of Secretariat of NPPD Council

As mentioned above, 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 Trangport Cluster committeeisthe
WTPD and the NPPD Council is apart of the Water Transport Cluster committee. However, with a
membership of only nine officias, the present WTPD istoo smal to function as the secretariat of the
NPPD Council snceit already 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.
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The independent secretariat shdl be basically composed of the permanent staff of DOTC and the
seconded gtaff from PPA, CPA, and PPDBs. The staff should have specidized knowledge and
experience in the field of port administration and management as well as port planning and
trangportation network system. The secretariat is to be inaugurated with eeven (11) members
including chief of the secretariat.

(1) Tasksof the Secretariat
The mgor specific tasks of the secretariat are asfollows.

1) Evduation of the Progress of theSshort-term/Long-term Development Plan of NPPD in
Coordination with relevant Entities

a) Monitoring
Monitoring of implementation of port development projects
Monitoring the current Stuation of cargo and passengers a ports.
Monitoring the current Situation of port facilities.
Reviewing the cargo/passenger forecast based on the current economic Stuation and
actual cargo/passenger movemen.

b) Evauation
Evauation of the progress of the short-termvlong-term development plan of NPPD
based on the latest information.
Re-examination of annua cargo/passenger forecast based on the latest information on
cargo/passenger and socio-economic conditions such as GDP.

¢) Revising of NPPD
Basicdly, NPPD Council will revise NPPD every five years.
According to the above-mentioned evauation and re-examination, however, the
Council shdl revise the NPPD whenever new/revised mgor port developments
including the foreign assisted port devel opments are planned.

2) Monitoring of Port Related Activities
Progress of private participation (or public private partnership) in port development
and management.
Participation of LGUsin port development and management.
Other maor port related activitiesmovement including issuing new policies on
Maritime transportation such as EO 170.

3) Preparation of Annua Report of NPPD Council
The annua report of the Council will contain above mentioned issues.
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(2) Characterigicsof the Secretariat of NPPD Council
The characterigtics of the secretariat are asfollows.

1) Establishment of Secretariat of NPPD Council as A Permanent Organization in DOTC
The secretariat of NPPD council will be established insde DOTC as a permanent
organization.
The secretariat will carry out the preparatory works of above-mentioned tasks as daily
based work.
The secretariat will consst not only of DOTC daff but dso saff from other port
authorities/ PPDBs such as PPA.
Detailed gtaff will be given the status of governmentd officid.

2) Saffing of the Secretariat of NPPD Council (%)

a Number of members.
11 persons (Director, Assstant director, Lega advisor, 2 Economist/Financial anadys,
2-Port engineers, 2-Transport development officers and 2-Administrative assstants.)

b) Role of each Member:
Director: Mainly responsible for organizing and directing the tasks of the secretariat
and coordination of relevant entities
Assgtant director: Mainly responsible for directing and managing the tasks of the
secretariat and coordination of relevant entities
Legdl advisor: Mainly responsible for the coordination of relevant entities
Economist/Financid Andyst: Mainly responsible for the examination and evaluation
of the socio-economic framework for port development plans
Engineer: Mainly respongible for the examination and evauation of port development
plans
Trangport development officer: Respongble for the monitoring, review and
examination of cargo and passenger Stuation and forecast.

"'Note  The salaries of secretariat members from DOTC will be shouldered by DOTC while those of the detailed staff
are shouldered by the original organizations.
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Economist (1) Fin. Analyst(1)
Engineer(1) Engineer(2)
. . Transport Transport
Director Asst. Director Dev't. Officer (1) Dev't. Officer (2)
Legal Advisor
Adm. Asst. (1) Adm. Asst. (2)

Figure16.4.1 Organization Chart of Secretariat of the NPPD Council

3) Expected Source of Organizations Staff
Director DOTC
Assigant director and other staff DOTC or port authorities / PPDBs and the private
Sector

1645 Procedureto Set up NPPD Council and its Secretariat

As mentioned above, NPPD is planned to be an advisory body to DOTC and its secretariat is
planned to be one permanent section of DOTC. Therefore the legd bass 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 of DOTC.

Moreover, the draft A.O. hasto stipulate the following matters:

a TheDOTC shdl be the lead implementing agency for the implementation of NPPD and
must be fully supported by al government departments, agencies, GOCC's (Government
Owned and Control Corporations), LGU'’s, exiging port authorities / PPDBs, and, those
PPDBs which may be 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 regulations for the effective
implementation of the order.

c¢) The DOTC shdl appropriate the funds necessary to ensure the implementation of the
order.

d) Other rdlevant items.
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The following steps are most redistic gpproach;

1t Step: Issuing the Administrative Order directing all PPDBs to coordinate their plans and
programswith DOTC for the efficient implementation of NPPD.

- The A.O. will give DOTC the authority to establish the NPPD Council or to
rearrange its existing Water Transport Cluster to include members from PPDBs
that are beyond its administrative jurisdiction.

- The A.O. will give DOTC the mandate to manage the NPPD Council or its
equivdent aswell asits secretariat.

Appointing/requesting, based on the new A.O., high-ranking officias from other government
agencies (in particular the DPWH, DA, DENR, DILG and NEDA )and representatives of
private sector, as'to be the members of the NPPD Council.

2nd Step: I ssuing the Implementing rules and regulations (IRR) on theissued A.O.
-The IRR will indicate the details of NPPD Council and its secretariat including;
(& themembers of the secretariat of the Council and their roles,
(b) the status of members of the secretariat as government officid, and
(c) other relevant issues.

3rd Step: Issuing the Department Order on the scrap and build of organizationg/plantilla
positions
-The depatmentd committee of DOTC on the Scrgp and Build of
organizationg/plantilla postions will approve the creation of NPPD Council
Secretariat on the scrapping of existing organizations or plantillapogtions.
-The recommendation of the committee will be submitted to the Department of
Budget and Management for approval.

16.4.6 Processto Review/Revise NPPD

Upon the DOTC Secretary's request, port development bodies will submit information on the
present Stuation 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 aso prepare documents for reviewing the present long/short-term nationa port
development plan and, if required, formulate a draft new/revised NPPD.

Thetasks of the Secretariat are asfollows
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1) Preparing for NPPD Council meeting

2)  Preparing documents for NPPD Council
Progress of existing NPPD (Present Situation of port, port development project)
Review of existing NPPD
Draft new/revised NPPD plan

3)  Coordinating with port development organizations

165 Reform on Port Administration System
16.5.1 Inadequate Port Servicein the Philippines
(1) Inadequate Service

In the Philippines, many port usersfed that port serviceisinsufficient. Many people believe that PPA
isrespongible for port service, because the PPA Charter stipulatesthat PPA is not only responsible for
regulation and development of the port, but aso responsible for providing operation services in the
port either by itself or by contract. However, there are various problems related to insufficient port
service and their causes are complicated.

Mgor issues are asfollows:

1) Userscannot receive swift and sound cargo handling service

2) Chargesareimposed without any cargo handling service asin the case of RO/RO operation
3) Competition has not been introduced on cargo handling

4) Cargo handling chargeis expensve

Asfor causes of insufficient service, many factors are closdy intertwined. Mgor causes include port
charge structure and level, labor problem, inappropriate cargo handling method, old cargo handling
equipment, contract between PPA and cargo handling operator, etc. As far as cargo handling tariff
level is concerned, tariff on domestic trade is quite cheap compared with other foreign trade ports
and with internationa container handling tariff in the Philippines, although Philippine port users fed
that it is expendve. Labor problems are composed of low quaity of workers, continuoudy
demanding higher salaries, and uncontrollable labor forces.

(2) Proposd inthe Medium-Term Philippine Development Plan

To improve this Stuation, the Medium-Term Philippine Development Plan 2001-2004 compiled by
NEDA datesthefollowing.
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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
decison-making, 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 and profound aswell, therefore it
isnecessary to ded 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 allocates the funds that are earned from Port of Manila to other PPA ports as fund
for port development every year. This Stuation 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 level if the cross subsidy
system would be stopped. Therefore, the cross subsidy system 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 that the
port operation under PPA is privatized. Nevertheless, port users, particularly shipping companies,
fed that PPA influences the port operation system and procedures of these private operators, because
PPA callects 10 % of al revenues of the company as government share from private companies that
undertake operations on behalf of PPA.

PPA aso collects government share from non-PPA ports, including private ports. Although the
collected fund is Smilar to a government tax, it is used mainly for PPA port development. This
Situation resultsin complaints from operators and service providers of private ports.

Therefore, PPA should stop collecting 10% of cargo handling tariff from port operators and instead
lease port facilities to port operators. In other words, PPA should retain its regulaory function and
divest itsdlf of the operationa function. This would generate competition anong port operators and
lead to the improvement of port services. This system must be applied to CPA and PPDBs
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16.5.2 Contract System between Terminal Operator and Port Authorities/ PPDBs

To make clear the division of port operational responsibility between the port authority / PPDB and
terminal operator, present port operation contract system has to be revised. Under the present system,
port authority / PPDB collects 10% of gross revenue generated by port operation. A port operator is
selected through competitive bidding according to the evauation of its business plan and the highest
offer of gross revenue contribution to port authority / PPDB.

This system does not give the termina operator enough incentive to improve efficiency or to invest
in equipment because any margind earning generated by the operator is dso subject to the
contribution to port authority / PPDB. And because of this system, many port users consider that port
authority / PPDB isinvolved in the port operation.

Consequently, if present port operation contract system is atered to a termina leasing contract
ingtead of operationa contract, the port authority's involvement in direct operation is diminated.
Under the proposed system, a termina operator pays a fixed lease/rental fee and variable fee based
on the cargo volume handled at the port, to port authority / PPDB. If atermina operator dedl with
more than certain volume of cargoes, total money of afixed lease/renta fee and variable fee is less
than 10% of tota revenue earned by the operator at the port.

At the same time, port authorities / PPDBs should deregulate tariff setting for cargo handling and
dlow the termina operator to determine its own tariff without seeking the agpprova of port
authorities/ PPDBs.

1653 Regional Port Authorities (RPA)

Ports are one of the most important infrastructures for supporting the socia/economic development
of the nation as well as regions. Nationa port development policies on the distribution of foreign
trade ports and nationd safety and security items must be formulated by the central government or a
national organization. However, each port should be developed based on the regiona characteristics
aswell asneeds of the areas by regiond organizations (RPAS).

At present, port development that supports regiona growth and benefits the public is not sufficiently
pursued in the Philippines. For example, in the Visayas area, PPA and CPA is port authority of 1loilo
port and Cebu port respectively. They are primarily concerned with competition of the port for
gaining ascendancy over competitions. Moreover, both port authorities / PPDBs cannot dways pay
sufficient attention to the other socid infrastructure that needs to be developed in the aress
surrounding the ports because port authorities are financialy autonomous only in thefield of ports.

Compstition should be promoted even among ports that are managed by the same port authority.
After completion of Subic international container termina project, Subic port and Manila port will
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bein competition. It islikely that port users will benefit from the competition between the two ports.
In the case of Batangas port and Manila port, however, which are both managed by PPA,
competition isnot likely to be severe under the present system.

In generd, government ports and private ports are basically in competition with each other. Private
entities are given the opportunity to develop private ports, and in return must contribute a portion of
their earnings to port authorities / PPDBs. From the view point of regiona development, port
development by private entities is welcome because port facilities can be developed without
spending public funds and port development will stimulate of devel opment of the area.

PPA isnow carrying out nationwide port development projects using their own funds generated from
Manila Internationa Container Termind. While this centralized system is contributing to regional
port development, non-viable projects including those which may greatly contribute to the socid
needs of particular regionsin the future may not be given sufficient priority.

Therefore, the study team considersthat it is desirable for agroup of ports to be converted to RPA as
soon as the group is assessed to be able to achieve financia autonomy since RPA's gpproach to port
development will be morein tune to the needs of each region.

Thiswill first require normalization of the port charge since RPAs should be financidly independent.
In addition, there should be a scheme to dlow local governments to participate in RPA management.
Under this scheme, port development should have a closer relation with other socid infrastructure
and variety of port development measures including financia allocation can be adopted.

In Japan, prefecturd/primary city government is the port management body, undertaking port
development as a part of locd adminidtration. Therefore each port management body takes into
account regiond growth as well as competition with domestic and foreign neighboring ports. Port
development by private entities is welcome and integrated into the port development plan of
individua portsfor the purpose of sound port development.

Deliberate consideration is necessary to decide the size of territory of RPAs. If the areaistoo smdl, it
will be difficult for RPAS to achieve financia autonomy. On the other hand, if RPASs have a vast
territory, competitive circumstance might not be redlized. It is recommended to combine the aress of
severd port management offices.

To prevent the indiscriminate establishment without congderation of size of territory or fisca scae,
necessary measures should be taken. Additiona port authorities / PPDBs should not be set up until
the establishment of RPAs on the assumption that al existing port authorities / PPDBs will be
converted to regiona port authorities that cover al the entire area of the Philippines.
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In the 1990's, the government of the Philippines approved the establishment of Cebu Port Authority
and PPDBs, empowering them to plan, construct and manage ports within their areas for the purpose
of decentralization and regiona devel opment.

In order to promote decentrdization and enhance competitiveness among ports and to enable
after-mentioned RPAs to develop their ports in their own ways, existing Port District/Management
Offices of PPA should be converted to the Regiona Port Authorities which manage the ports under
respective territories. Provincia government and municipal governments may teke part in the
management of the regiona port authorities (RPAS) individualy or jointly to reflect the locdl
development policies and transport needs.

CPA and exigting regiona port development authorities (PPDBs) shdl have the same datus as the
newly established regiona port authorities.

Therole of port authoritiesis asfollows:
Pan, congtruct and manage port facilities
Administer dl portsin thedigtrict
L ease the public owned port facilitiesto termina operators
Give concessionsto private companies to develop and operate the termina (BOT) at a port
or apart of the port area.
Collect port charges, leasing and concession fees.
® Manage port development and mgor maintenance and repair in the public port.

The RPAs should retain the status of landlord and should not be involved directly in port operations
except in case of emergency or if no private operators are available.

RPAs should only be established when financia viability can be obtained, and this will require
raising port charges to generate sufficient revenues. However, it may be difficult for al RPAsto be
financidly viable since some existing public corporations were created as a part of regiond
development agencies without considering financial autonomy. In addition, most ports in PPA have
been developed through cross subsidy using the income from Manila port. The timing for the
establishment of port needs to be carefully examined.

1654  Philippine PortsAdminigtration Agency (PPAA)

Concurrent with the establishment of RPAS, Philippine Ports Administration Agency (PPAA) should
be established to formulate a basic policy for port development and to coordinate dl the mgor port
development plans as well as to ded with common issues of RPAs. PPAA will aso formulate port
development master plan in the Philippines. In this sense PPAA and NPPD Council secretariat have
amog the same function; coordinating port development projects of various port development
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bodies. When RPAsis established, the secretariat of NPPD Council shal beincorporated in PPAA

The NPPD Council secretariat is proposed to be insde DOTC. PPAA can dso be an internd organ
of DOTC or st up outside DOTC as an attached agency. If PPAA has to maintain a financialy
independent status from central government in order to coordinate cross-subsdy among RPAswhich
are converted from Port Digtrict/Management Office of PPA, it is suggested that PPAA be an
attached agency.

Asindicated in the previous section, PPA has sufficient knowledge and experience in enforcement of
regulatory function throughout the country. Consequently, PPA's regulatory eement should be
reformed to PPAA which will have regulatory function covering not only ports under the present
PPA port system but also dl portsincluding 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 regulations and guidelines such astechnical standard and safety standard

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

To cooperate with foreign countries on the port related issues

To manage DOTC budget related to port development

PPAA shdl not be directly involved with the selection of a port concessionaire, an operator or other
managerid decisons.

DOTC
PD/MO=Port District/Management Office
RPMA=Regional Port Management Authority
Secretary of
DOTC PPDB=Public Ports Development Body
RPA=Regional Ports Authority

Philippine Ports Administration Agency (PPAA)

Coordination Coordination Coordination

ﬂﬂ RPA (PD/MOs of RPA(CPA) RPA(PPDB m RPA(PFDB)

PPA) RPMA)

Figure16.5.1 Reationship between RPAs, DOTC, Council Secretariat and PPAA
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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 System. 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 the time being. When RPAs are established, L GUs ports should be basically included
in thejuridiction of RPA.

16.6 Progressve Reorganization of the Philippines PortsAdministration System

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

- Firg Step: (Start from 2004)
1) Creation of NPPD Council
2) Creation of NPPD Council’s Secretariat.
The secretariat shall be set upin 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
stege.

- Second Step: (Within fiveyears)

1) Separation of Operationa Function of Port Authorities and PPDBs
Change the contract system between port authority / PPDB and terminal operator from the
present system to the lease contract.
Liberdize/ Normalize operationd tariffs throughout the Country.

Abolish operational functions of exigting port authorities including PPA, CPA as well as other
public authorities.

Alter existing Charters of PPA, CPA and PPDBs by ddeting clauses relating to the port
operation and provison of service by the port authorities. By so doing, the issue on the dua
function of port authority will be solved.

All the port operations and services rendered to the port users are provided by private port
operators. The port authority sdlects port/terminal operator(s) and contracts out al the cargo
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2)

handling operations and related services to the private operator(s). The port authority shall not
operate cargo handling and related services in competition with private operator(s) unless a
private operator is not available.

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

Third Step:

Decentralization of Port Authorities

Alter the status and jurisdictions of existing Port District/Management Offices of PPA into the
Regiona Port Authorities (RPAS) in order to enhance the competitive circumstances and
consequently improve the efficiency of ports. In principle, RPAs should be established when
RPAs will have sufficient basis by increasing cargo volume handled at their ports, railsing port
charge and generating sufficient revenues for financial autonomy.

The territory of each regiona port authority shal not be larger than the existing Digtrict Office
but larger than the Port Management Office so that the provincia governors and municipdities
can participate in the management of the authority. At the first stage of trangit period, existing
Port Digtrict Offices of PPA isone of the option of the RPAs

A Regiond Port Authority shdl have the same status as other non-PPA public port authorities
such as CPA, PIA etc.

While fifty percent of net profit yielded by RPAs will be pad to the central government, this
practice will be discontinued in order to promote port development initiated by RPAS
particularly in terms of supporting regional development when the financia condition of the
government improvesin future.

Establishment of PPAA
Establish PPAA as adminidrative and regulating/coordinating organization among the RPAs
Thus, PPAA shd| be established at the same time of the establishment of RPAs.

[In Casethat RPAsare Egablished before RPAS Financial Autonomy isAchieved]

Depending on the circumstances, in which the division of PPA will be carried out dong with the
nationa policy on decentralization, RPAs will be required to be established before the financid
autonomy of RPAs can be achieved. In this case, PPAA hasto retain a part of the cross subsidy

16-43



sysem among RPAs which are converted from Port District/Management Offices of PPA.
PPAA will pay fifty (50) percent of net profit yielded from the above-mentioned RPAs

This cross subsdy sysem by PPAA will be abandoned after RPAs become financidly
autonomous.
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Chapter 17 Implementation of the Plan

171 Genera

A drategic approach isindispensable for redizing the projects proposed in the long-term master plan
and theinitial five-year development plan of the Study.

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

As for internationa container ports, private sector participation including concesson has been
actively utilized because container operation is highly profitable and attractive for private companies.
International B/B ports, domestic container ports, domestic B/B ports etc. have been developed using
the surplus gained from the operation of international container ports. This Stuation should be
improved by changing the tariff Structure. In addition, some of the B/B cargo handled &t 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, small regiond ports should be basically developed using government tax revenue.
However, al government organizations have been requested to reduce expenditures due to the
shortage of revenue. Therefore, innovative ideas to attract greater private sector participation in port
development are required.

In Jgpan, dl the port facilities for public use are developed using tax revenue, except for afew cases.
The rate of the nationa government subsidy for port facilities in remote idands is higher than that in
other areas. Thismeansthat the national government guaranteesthe facilitiesthat are vita to people's
everyday life evenif the viability of aproject islow.

Table17.1.1 TheRate of the Nationd Government Subsidy in Japan

Protective Fecility Mooring Fecility
N. Government Locd N. Government Locd
Loca Port 4/10 6/10 4/10 6/10
Loca Port | Generd Remoteldand 8/10 2/10 6/10 4/10
in Remote | Amami Idand 910 110 7510 2510
Idand Okinawaldand 910 110 910 110
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ODA loans can be used for port development. However, the Philippine government till has to find
pesos for the portion that is not covered by ODA loans and has to repay those loans over a period of
many years. Therefore, proper screening is required to ensure that financially sound projects are
Sl ected.

17.2 Measuresto attract Private Sector Participation

Given ther profitable nature, concessons for private sector participation in the internationa
container gateway ports proposed in the Study would be redlized without any trouble.

On the other hand, specia incentives have to be prepared for less profitable small port devel opment
and management because private companies are reluctant to invest in port development unless a
certain level of profit is attainable. Deregulation and incentives should be combined effectively to
Increase private sector participation.

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

17.21 Taxincentives

When private companies develop ports, they acquire land for port facilities, access roads, etc., and
congtruct sheds, warehouses and passenger terminals on it. Private companies have to pay taxes
levied on these activities. Tax incentives can lower the financid burden on private companies,
especidly intheinitid stage.

In Japan, taxes occupy a large portion of the tota cost. Private companies may be digible for tax
breaks when congtructing passenger terminas, office buildings etc. in a port ares, if these facilities
meet the conditions provided by law. One-third of the fixed property tax for a building is exempted
for 5 years, and the entire special land possession tax is exempted. In addition, businessincometax is
lowered by one-third. However, such tax breaks are not gpplied to land acquisition.

It is not clear whether such tax incentives would be effective or not in the Philippines because a
variety of tax-lowering measures have been tried with only mixed results. Therefore, a bolder
gpproach to tax incentives may be required. For example, tax exemption could aso be applied to
land acquidtion. In addition, the rate of tax exemption could be adjusted in line with a business
profitability(a large exemption would be given initially when the profit margin is smaler but tax
would gradualy increase as the company’s income grows).
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When the private company acquires land for devel oping ports, the following taxes are imposed both
on the private company and the sdler. The private company pays property register tax, while the
sdler has to pay nationa taxes (documentary tax, transfer tax and VAT) and loca government tax
(businesstax and property transfer tax).

(1) Tax imposed on the entrepreneur
1) Property register tax Paid to Regigtry Office

(2) Tax imposed onthe sdller

1) Documentary tax 0.15% (of the contract price or appraised
vaue of land tax assessment, whichis
higher)

2) Corporation tax 32% commercia property (of profit)

6% for sdeprice non-commercia property
(of the sdle price)

3) VAT 10% (of the contract price)

4) Businesstax 2% (of the net recelving amount)

5) Property transfer tax  0.5% (of the contract price or gppraised
vaue of land tax assessment, whichever is
higher)

To make land acquigition easer, documentary tax and corporation tax should be cut in haf and
businesstax and property transfer tax should be waived.

After acquiring land and starting a business, the entrepreneur has to pay a property tax, a corporation
tax and abusinesstax for business activities.

1) Property tax 2% (of land and building outside of Metro
Manila)

2) Corporation tax 32% (of profit)

3) Businesstax 2% (of profit)

Astax incentives, property tax, corporation tax and businesstax should initidly be reduced to half.
Taxes can then be increased each year by 10% until reaching the fixed rates.
(/2 in the first year after completion of port facilities and tax increases every year by
1/10 . 1% year 5/10, 2™ year 6/10 6" year 10/10)

These tax incentives shall be gpplied to smdl ports whose cargo handling volume is less than afixed
amount.
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1722 Loweringof Port Tariff

Private-commercia port owners pay haf of the usage fee and wharfage fee to PPA. It is proposed
that at 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 be increased. Thisincentive is effective in the
case where a shipping company owns and runs a private-commercia port.

For example 1% year dfter operation Sarts /10
2™ year after operation starts 2/10
after 5" year 5/10 (1/2)

In Jgpan, thisincentive is not adopted because usage fee and wharfage fee are not collected by a port
authority. Instead port dueis collected.

17.2.3 Joint-ventures

(1) Joint development by the nationa government (local government or port authority) and private
sector

In this case, both the nationd government (loca government or port authority) and a private
company bear fixed portions of the cost of developing port fecilities.

After completion of port facilities and start of operation, a private company pays the money
corresponding to the depreciation and interest of the nationa government portion and the service
chargeto the nationa government. Thisisakind of seed money system. (Seed Money)

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

It is proposed that this system be agpplied to the port development in the Philippines. In Jgpan, the
nationa government bears 60 - 80% of the tota cost. However it is suggested that the share of the
nationad government be haf of the totd development cost because the financia gStuation of the
nationa government isvery severe.

In the case of Japan, repayment period is 10 to 15 years and the interest rate is 1.7 - 1.75% at present.
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These conditions should be modified when gpplied to port development in the Philippines. It is
proposed that the repayment period be prolonged to 20 years and that the interest rate be 2.5% (like
that of aJBIC loan).

Under this system, a private company cannot cancel the contract on the way. (Lease - Irrevocable -
Purchase Contract System)

In the Philippines, port facilities developed dong a coastd line by a private company are transferred
to a port authority after 25 years (this duration can be extended to 50 years), and then the private
company must lease the facilities from the port authority if it still wants to use the facilities. Under
the joint-venture port development system, port facilities are transferred 50 years after dl loans are
repaid. (Prolonged Possession Period)

(2) Egtablishment of anew organization by the central government, DBP, etc.

In case (1) above, the centrd government is burdened with a lot of extra tasks such as reviewing
private companies, managing funds and so on. Therefore a new organization may be established
jointly by the centra government, DBP, etc. to devel op port facilities with a private company.

Other conditions arethe same as(1).

A private company is generdly asked to give guarantee when borrowing money for running a
business and the guarantee sometimes fetters a private company. In the case where a private
company utilizes this system, a new organization can guarantee a private company. (Guarantee) In
Japan the Trangport Facility Development Agency gives guarantee for a private company when a
private company builds anew vessd.

In addition, delayed payment can be incorporated into this system as an incentive for a private
company to take part in a port development project with small demand. Delayed payment is redized
through alonger grace period.

17.24 New Fund for Port Development

It is difficult for a cargo handling operator to borrow money at low interest to purchase cargo
handling equipment. To overcome this latter problem, it was proposed in the previous chapter that
the cargo handling charge be raised dightly and that a fund be started using the extra revenue. An
independent organization can manage the collected money and subsidize the difference between the
interest rate of city banks and lower standard rate (for example 2.5%) when a private operator buys
cargo handling equipment.
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Thisfund system is gpplied to port development by private companies. An independent organization
subsidizes the difference between the interest rate of city banks and lower standard rate using the
collected money when a private company develops port facilities.

1725 AppropriatePort Tariff Structure

The quickest way for aprivate company to increase itsincomeisto raise the port tariff. However, if a
high tariff is gpplied, cargo demand often fdls. Therefore an gppropriate port tariff structure should
be st. It can be an incentive for promoting private sector participation.

If the port tariff is kept low, private companies are reluctant to participate in port development. Many
municipalities which need port development have to wait for the initiative of DOTC. On the other
hand, if a higher port tariff could be set, port devedlopment would be accderated. Careful
consderation is needed.

An gppropriate tariff structure and levels are described in the financid analysis.

Examples of other incentives are given below. However, it isjudged to be difficult to apply themin

the Philippines at thistime.

1726 Other Systems

(1) Subsidy

Subsidy is a useful measure to attract private companies. The centra government or a port authority
can pay apart of or al 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 subsidy system is adopted, the central government or a port authority can invite a private
company to take part in port development by offering a subsidy. The subsidy for regiond port
development could be obtained by applying apart of the budget of DOTC.

However such a subsidy is not considered viable at present given the shortage of tax revenuein the

Philippines. In Japan, the government subsidizes 5 to 7.5% of the totd construction cost of projects
satisfying the requirement set by the government (passenger termind, building for port business).
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(2) Low-interest Loan

There are severd low interest loans in Jgpan which are given based on the respective laws.
Applicable facilities are the same as in the case of subsidy. Interest rate of aloan is, for example,
three-fourths of the interest rate of Japan Policy Investment Bank and can be gpplicable to finance 25
- 50% of the project codt. In another case, preferentia interest rate (25 year repayment with grace
period of maximum 5 years) is gpplied and the upper limit of the loan is haf of the entire project
cosL.

Again, this system would be difficult to introduce in the Philippines dueto alack of available funds.

17.3 Cooperation with Other Industries

Asaport is an infrastructure supporting maritime transport, port development should be undertaken
in coordination with the shipping and ship building sectors. Many secondhand vessels purchased
from Japan have played an important role in Philippine maritime transport, largely because they can
be purchased a alow price. However secondhand vessdl's have shortcomings such as short service
life (in many cases, vessels which have exceeded their service lives are dtill in operation), frequent
mai ntenance and so on.

Therefore, it is proposed that small vesseals of less than 1,000DWT could be newly built a an only
dightly higher cost than secondhand vessels by using capita investment and technicd assstance
from foreign countries (foreign companies are now able to have more than a 50% interest in capita
ventures) together with the relatively low cost of Philippine labor and chegp stedl plate imported
from China and Russa. In addition, the cost could be further reduced if desgns were standardized
and a large quantity of same design vessds 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.

174 Measuresto Promote Development of Regional Ports

Management of smal regiona portsisvery difficult because demand is smal especidly in theinitia
stage. In some cases, ports are forced to stop operations because thelr 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 iscommitted to using aparticular port.

17-7



[Case Study]
1741 ItemsRédated to Cost
(1) Stesdection

In choosing a Site for port development, it is essential to sdlect a cAm sea area sheltered from the
open sea Snce a large initid investment would be required if protective facilities are required.
Sheltered coves throughout the country have aready been investigated. (See Appendix X.3.1.) These
sites should be salected for any new port devel opment for smdl ships.

(2) Adoption of standard port facilities

Standardization of port facilities can lower the cost of construction. In generd, natura conditions
have a great influence on development of infrastructure. However if port facilities are constructed at
ashdlow beach in asheltered cove, it is easy to standardize the port facility.

Use of local materids to the extent possible and economica construction methods are desirable. In
particular, concrete and reinforced concrete using cement, and stone, sand and soil procured at the
field should be used.

Moreover it isimportant that the structure of amooring facility 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 congtructed in afactory are effective for rgpid, mass and easy construction.

(3) Development of accessroad

Sheltered coves suitable for a port are often far from urban digtricts. In such acase, accessroad hasto
be congtructed. The access road at an early stage should be gravel road with unreinforced channels
(Barangai road) and pavement should be made as the traffic demand increases. However the road
width hasto be secured to alow for the two-way flow of large vehicles.

Road width 3.25mx 2= 6.5m
Sidewalk 10mx2= 2.0m
Channdl 10mx2= 2.0m
Tota 10.5m

Itisdegrable that aloca or central government reduce the financia burden of an entity in charge of
aport development project by constructing access road using public fund.
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(4) Port facilities

1) Floating pier (Pontoon)

Causaway

/

S

- —

Figure17.4.1 Hoating Pier
Surcharge on apontoon
Vehicleload 2.0 ton truck
Cargo 2.0t/m2
Passenger 05t/m2
2) Filed pier with precast beams

Precast PC beams are used as a superstructure.
Files are reinforced concrete piles or pre-stressed concrete piles or cagt-in-place piles.

Figure17.4.2 PRled Per
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(5) Congtruction cost

Congtruction costs based on the conditions mentioned before are shown in the following table.

Table17.4.1 Condgtruction Cost for Smal Port

Structure Cost 1(Pes0) Remarks Cost 2(Pes0)
Accessroad | @) Base 5,169,000 | &) 5,169,000
(per km) b) Crossing RC Pipe 3,584000 | a)+b) 8,753,000
¢) Concrete pavement 7,422,000 | a)+h)+c) 16,175,000
d) U-type gutter 3,915,000 | a)+b)+c)+d) 20,090,000
Floating pier (PC hybrid) 27,800,000 | including causeway 41,400,000
PC piled pier 13,100,000 | including causeway 26,700,000
PC piled pier with precast concrete beam 12,500,000 | including causeway 26,100,000
Note 1. Hodting pier 3mx26mx 1.2m
2. PCpilespier 10mx 25m

3. PC piles pier with precast concrete beam10m x 25m
Large condruction equipment is needed for the structure of thistype.
4, Causaway is50minlength and 10m in width.

PC piled pier can be constructed for less than 27 million pesos under the following conditions:

1) Local government bears the purchase cost for land for access road and port, or land is
donated by owner(s);
2) Land leveling and congtruction of base for access road is carried out as a separate project.
Congruction cost 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 congtruct atermina building
a thefirg stage, theinitia cost exceeds 100 million pesosin many cases.

17.4.2 IltemsRdated tolncome

(1) Incaseof aport whereno RO/RO vess cdls

17-10




In the case of Atimonan which started its operation on December 2002, 15 - 20 passenger vessdls,
fishing vessals and cargo vessals with outrigger of less than 100 gross tonnage cdl every day, and
total income gained from port activities accounts for 100 - 180 thousand pesos a month. On the other
hand, 80,000 pesos are needed for management and operation of the port including personnel
expenses, power supply and water supply. The baance is 20 - 100 thousand pesos a month as net
income and annual net income reaches about 700 thousand pesos. Net income will increase as traffic
demand growths.

(2) Incaseof aport where RO/RO vesselscal

When a port has 2 round trips a day from a vessd which carries 100 passengers and 14 vehicles,
annud 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 annua net incomeis 1.532 million pesos.

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

1743 Project Viability

As for a port where no RO/RO vessd cdls, it would be impossible for a private company to
participate in asmal port development project even if the initid investment cost were reduced to a
minimum level because annua incomeistoo small.

In the case of a port where RO/RO vessds cdl, FIRR of a project is 1.21% under the following
conditions:

1) Congtruction cost is 73 million pesos.
2) A RO/RO vess that carries 100 passengers and 14 vehicles calls a port twice a day.
3) Present port tariff isapplied.

However FIRR would be improved to 7.95% if the port tariff was doubled and the initia
construction cost could be held down to 50 million pesos. Moreover, if the initia construction cost
would be 26 million pesos, FIRR would exceed 15%. It is probable that a private company would
take part in a smal port development project, if the incentives mentioned before are given wel in
addition to the raising of the port tariff and the reduction of initia construction cost.
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Fig17.43 Reaion Between Cost and Income

175 Return of Profit gained from LGU Port

The regiona port development projects have been carried out using foreign ODA loans by DOTC.
After completion of the project by DOTC, port fecilities are trandferred to amunicipdity and the net
income gained from the facilities are to be used for the regiona development as the municipdity’s
income.

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

The port facilities require not only personnel expenses to operate them but aso 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 total income and the maintenance and operation cost) is under afixed
amount, 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.

Since the objective is to promote socid development, the fixed amount should relatively large. For
example, amonthly amount of 100 thousand pesos, or an annua amount of 1.2 million pesos should
be st as the fixed amount. In addition to the income, municipalities can hire severa officials for
management and operation out of the maintenance and operation cost.
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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

Philippines nationa finance is very tight. Table 18.1.1 indicates that tota obligation of nationd
government amounted to 682 hillion pesos in 2000, 780 hillion pesos in 2002. But, Nationa
revenues in the same years were 514 billion pesos in 2000, 624 hillion pesos in 2002. National
finance baance resulted in a huge amount of deficit every year, in these days. Accordingly the
government must take out foreign and domestic loans, or issue bonds. The portion of the budget used
to finance the deficit increased from 50 billion pesosin 1998 to 130 billion pesosin 2002 (see Table
18.1.2).

In this financia dStuation in the Philippines, the national government has been investing a
considerable amount of money in socid infrastructure such as trangportation facilities, electric power
fecilities, irrigation facilities and so on. As shown in Table 18.1.3, investment in transportation
infrastructure account for more than 30 % of the nationa capital outlays. The mgority of this money
IS going into the road sector. The share of airport investment was 2.5 % in 2000, but it has increased
to more than 5 %. However, only 774 million pesos were spent for port and lighthouse facilities in
2000, athough this figure jumped up to 1.292 hillion pesos in 2002. Port investment is extremely
smal compared with other transportation investment in the Philippines. The amount of port
investment is thought to be insufficient to meet the growing investment demand of government ports
inthe Philippines.

Table18.1.1 Nationa Finance at Present (Unit: million pesos)
Particulars 2000 2001 2002
A. Tax Revenue 460,034 498,880 571,282
B. Non-Tax Revenue 54,728 59,338 53,025
C.Totd Revenue: [A+B] 514,762 558,218 624,307
D. Operating Expenditures 592,969 635,685 691,110
E. Capital Outlays 86,857 57,170 83,545
F. Net Lending 2,634 7,023 6,135
G Totd Obligation of Nationa Gov. : [D+E+F] 682,460 699,878 780,790
H. Surplus/ ( Deficit) : [C-G] (167,698) (141,660) (156,483)

Source: Fiscd Statigtics Handbook, Department of Budget and Management
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Table18.1.2 Nationd Government Financing 2000-2002

(Unit: million pesos)

Particulars 2000 2001 2002
A:Net Foreign Borrowings 103,914 10,422 48,548
A1:Gross Foreign Borrowings 145434 58,284 138,562
A2:Amortization (41,520 (47,862) (90,014)
B:Net Domestic Borrowing 99,901 163,339 63,258
B1.Gross Domestic Borrowings 145,330 211,081 128,845
B2:Amortization (45,429) (47,742) (65,587)
C:ChangeIn Cash (69,603) (28,761) 18194
D:Totd Financing Requirement [A+B+C] 134,212 145,000 130,000

Source: Fiscal Statistics Handbook, Department of Budget and Management

Table18.1.3 Trangportation Infrastructure Outlays within Capital Outlays of
Nationa Expenditure Program

(Unit: thousand pesos)

Infrastructure investment by 2000(Actuad) 2001(Actud) 2002 (Proposed)
Trangport mode Amount A/B Amount A/B Amount A/B
A Transportation infrastructure outlays 26,605,817 30.6% 19,240,742 | 33.7% | 27,972,790 | 33.5%
Al:Roads and bridges 21,469,019 24.7% 15363448 | 26.9% | 20,864,790 | 25.0%
A2:Airportgnationd facilities 2,208,225 25% 1,866,387 33% | 4335584 | 52%
A3:Land trangportation 2,154,660 25% 1,551,907 27% | 1480536 | 1.8%
A4:Portsand lighthouses 773,913 0.9% 459,000 08% | 1,291,880 | 15%
B: Nationa capitd outlays 86,856,616 100% 57,169,617 | 100% | 83545146 | 100%

Source; Fiscd Statigtics Handbook, Department of Budget and Management

18.1.2 Present Financial Situation of L ocal Gover nment Units

The present finance of locad government Units (LGUS) shows good performance. Table 18.1.4
indicates that the ending cash baance of LGUs was 39.8 hillion pesos surplus in 2000, and 51.8
billion pesos surplus in 2002 up from 39.8 hillion pesos in 2000. However, it should be noted that
there are large discrepancies in the finances of urban and rurd area. In fact, 31 provincesin the totd
79 provinces were in the red in 2002. Those provincesthat are forced to service their debt will not be
auffer from financia deficit will not be able to spend ther financia resources on new transport
facility investment (see Appendix 18.1).
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Table18.1.4 Cash Flow of LGUs 2000 -2002 (Unit: million pesos)

Particulars 2000 2001 2002
A: Beginning Baance 31,601 39,790 38,226
B: Cash Inflow 126,112 130,881 157,112
B1:Tax Revenue 113,133 116,835 140,456
B2:Non-tax Revenue 12,979 14,046 16,656
B3:Borrowings 3450 1,649 2,293
C: Expenditure 121,373 134,095 145,830
Cl:Generd Services 56,476 63,376 67,963
C2: Economic Services 27,286 28,845 30,677
C3: Socid Services 26,766 28,979 31,562
C4:Cthers 10,845 12,895 15,627
D: Ending Cash Baance: [A+B-C] 39,790 38,226 51,800

Source: Fisca Statistics Handbook, Department of Budget and Management

18.1.3 Present Financial Situation of Philippine PortsAuthority

(1) Financid Performance of Philippine Ports Authority

The present financial Situation of the Philippine Ports Authority (PPA) can be said favorable. All
magor financid indicators remain within the financialy reasonable range (see Table 18.1.5).

To begin with, the return on assets indicates the degree of profits redized in relation to the amounts
invested in assets. It is caculated by dividing the net operating income by the average operating
fixed assets. Thisindicator is dways above the minimum requirement of 7%.

Secondly, the port operating ratio indicates the operationd efficiency of the port management
organization as an enterprise. It is cadculated by dividing the total operating expenses by the total port
revenue. A lower ratio indicates a higher profit margin. When this ratio is less than 70%, the
operation of the port management organization is assessed to be efficient.

Thirdly, the debt coverage ratio indicates whether or not the operating income is able to cover the
repayment of the principa and interest of long-term loans. This ratio should be higher than 1.0 and
preferably be higher than 1.75.

Lagtly, the sdf sufficiency ratio measures the capability of the port management organization to
generate cash from its operation to finance its capital expenditures. The minimum requirement of this
ratio is 30%. As shown in Table 18.1.5, PPA’s sdf sufficiency ratio is dways greater than 30%.
According to PPA’s financid statement of operation, net income of operation shows a surplus (see
Table 18.1.6). Therefore, PPA’s financid performance is now quite favorable. There is no financid
problem at present.
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Table18.1.5 PPA'sFinancid Performance

Ratio 1995 1997 1999 2001
Return on Assets 14.3% 14.0% 14.4% 16.1%
Port Operating Retio 57.1% 62.0% 63.4% 58.5%
Debt Coverage Ratio 22 29 29 4.0
Sdf Sufficiency Ratio 71.6% 55.0% 57.4% 111.0%

Source: Financid Report CY 1997, 1999 and 2001, PPA

Table18.1.6 PPA Statement of Operation 1999 and 2001

(Unit: thousand peso)

1999 2001
Revere and expenses Amount % Amount %

A: Revenue 4,145,461 100% 5,120,848 100%
AL Taiff revenue 2,474,661 59.7% 2,991,147 58.4%
A2: Fixed fee(ICTSl) 1,074,199 259% 1,441,319 28.1%
A3: Other income 596,601 14.4% 688,382 135%
B: Expenses 2,950,339 100% 3,446,684 100%
B1: Persond services 680,531 23.1% 738,848 21.4%
B2: Maintenance and other operating expenses 2,269,808 76.9% 2,707,836 78.6%
C: Deduction/Other expenses 25,765 100% (10,052 100%

Foreign exchangeloss 25675 | 9.7% (10,059 -

Extraordinary loss 0 0.3% 7 -
D: Net income(A-B-C) 1,169,357 1,684,216

Note :( ) sandsfor“gain’.

Source: Financid Report CY 1999 and 2001, PPA

(2) Port Revenue of Philippine Ports Authority

The port revenue of Philippine Ports Authority (PPA) has been increasing each year, and reached
5.12 billion pesos in 2001. Table 18.1.7 shows the PPA's port revenue by tariff item. The revenue
from wharfage had the greatest share of the total revenue in 1997, but the share of the wharfage
revenue has been decreasing and it was taken over by ICTSI’s container termina concession fees,
which took the largest share of 28% in 2001. The termina operator and stevedoring revenue follows
with 15% of the gross revenue. It can be pointed out that PPA’s port revenue grestly relies on foreign
cdling vessdl's and foreign cargo handling charge, including ICTSI’S ( MICT ) concession fees.
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Table18.1.7 PPA Revenueby Taiff Item

(Unit: million pesos)

1997 1999 2001
- il R Rl Bl i B

A: Chargeson Vessds 545.33 14.97 616.61 14.87 809.69 1581
AZl:Port dues 175.67 482 219.44 529 296.17 578
A2:Dockage(Berthing) 186.89 513 217.83 525 303.66 593
A3:Dockage(Anchorage) 67.47 185 67.22 162 65.55 128
A4:Usgefees 108.28 297 104.93 253 126.38 247
A5:Lay Up Fees 0.16 0.00 043 0.01 0.76 0.01
A6:Pilotage 6.86 0.19 6.76 0.16 17.17 034
B: Charges on Cargoes 184052 50.51 1,858.04 4482 | 218146 | 4260
B1:Wharfage Dues 1,167.50 32.04 1,096.58 2645| 119526 | 2334
B2:Storage Charges 165.80 455 132.27 319 149.04 291
B3:Termind operator/Stevedoring (*) 507.22 13.92 629.19 1518 837.16 16.35
C: Other sources 1,257.90 3452 1,670.81 4030 | 212970 | 4159

CLICTS Fess(*) 771.16 21.16 1,074.20 2591 | 144132| 2815
C2:Fund Management Income 28953 795 378.25 9.12 390.38 762
C3:Other Income 197.21 541 218.36 527 298.00 2.82
D: Gross Revenue : [A+B+C] 3,643.75| 100.00 4,145.46 100.00 | 512085 | 100.00

Note: (*) standsfor Fixed fee + Variable fee.
Source: Financid Report CY 1999 and 2001, PPA

Table 18.1.8 shows the digtrict-wise distribution of port revenue and the comparison of port revenue
between government ports and private ports. PDO Manila had the largest share in the total port
revenue, that is, 56 % in 2001. The combined share of PDO Manila and PPA Head Quarter reaches
64 %. This meansthat loca ports revenue is quite scarce. Profitable cargoes are concentrated in the
Digrict Manilaand its surroundings. PPA’s port revenue comes from private ports. Private ports that
were constructed by the national government must pay 100% of the wharfage revenue to PPA, while
private ports that were fully constructed by the private sector must pay 50% of the wharfage revenue
to PPA. The nation-wide port revenue from private ports amounts to 1.0 billion pesos, 20% of the
PPA’stotal port revenuein 2001.
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Table18.1.8 Port Revenue Comparison between Government Port and Private Port in 2001
(Unit: million pesos)

Revenue Totd Government Ports Private Ports
.y . % of
Didtrict/PMO Office % of PMO % of PMO
Amount PPA Amount ) Amount )

Representetive Representetive

Totd
1:PDO Manila 2,882.64 56.3% | 2,870.96 100% 11.68 0%
2:PDOLuzon 889.11 17.4% 224.62 25% 664.49 75%
3:PDO Visayas 311.06 6.1% 212.28 68% 98.78 32%
4:PDO N.Mindanao 255.31 5.0% 169.68 66% 85.63 34%
5:PDO Southern Mindaneo 383.99 7.5% 237.12 62% 146.87 38%

6:PPA Head Office 398.74 7.8% 398.74 100% -

Grand Totd 5,120.85 1009% | 4,113.40 80% | 1,007.45 20%

(3) Cash How Statement of Philippine PortsAuthority

The cash flow of the Philippine Ports Authority (PPA) has been, therefore, remained sound for along
time. Table 18.1.9 shows the cash flow statement and forecast of PPA from 1993 to 2004. The ending
cash balance increased from 1.7 billion pesos in 1993 to 5.6 billion pesosin 2001. However, in the
most likely future scenario, the ending cash balance of PPA isforecast to show adeficit of 2.8 billion
in 2004. It will continue to go down, reaching a deficit of 3.6 billion in 2007 (Detals are shown in
Appendix 18.1). Thisis due to the sudden rise-up of capita outlay based on PPA's port devel opment
and rehabilitation program. PPA’'s 5 Year Development Program (2002-2006), which covers 2
foreign assisted projects, that is Batangas Port Development Project (Phase 11) and the Philippine
Port Package Project (Davao, General Santos, Zamboanga and llcilo), in addition to locally funded
projects of al PPA portsin the Philippines. Total cost of 5 Year Development Program amounts to
25.7 hillion pesos. This investment cost just coincides with the capital outlay of PPA's cash flow
forecast. During the 5 Year Development Program period, PPA's capita outlay rapidly increases, but
port revenues will not increase a the same growth rate as the capital outlay. Accordingly, PPA's
financial stuation will be severe, and the ending cash baance will continue to show a deficit until the
completion of the5 Y ear Program.
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Table18.1.9 Cash Flow Statement of PPA 1993-2007

(Unit: million pesas)

Cash How 1993 1997 2001 2007

A Cash Bdance Beginning 1,570 3,498 4,710 (3,407)
B: Cash Inflow 2,645 4,061 5,246 8532
B1:Revenue 1,893 3,322 4,711 7497
B2:Foreign Loan Proceeds 374 449 144 1031
B3:Others 378 290 390

C: Totd Cash AvailabldA+B] 4,215 7,599 9,956 5126
D: Totd Cash Outlay 2,555 4,056 4,390 8,729
D1:Cash Operating Ex

(Personnd S:\jr CeS, /-?dmi :i):::n Cod, Maintenance) 6% 1599 2200 3212
D2: Capita Outlay 1,046 1,022 1,215 4,303
D3: Debt Services-Interest 413 333 245 224
D4: Debt Services-Principa 357 373 623 492
D5: Dividend Payment 40 729 107 438
E: Ending Cash Bdance[C-D] 1,660 3,503 5,590 (3,605)

Source: Financid Report CY 1997, CY 1999, CY 2001, and Financia Statement/Schedule Sep 30 2002, FPA

18.1.4 Port Investment Plans Prepared by Relevant Public Organizations

Port investment consists of improvement and rehabilitation of present port facilities, creation of new
port facilities, procurement of cargo handling equipment, land acquisition, construction of access
road, and environmental countermeasures.

(1) Longterm Port Investment Plans Up to the Year 2024

Totd investment cost for the public port development plans up to the year 2024 formulated by
Philippine port authorities and public port development bodies reaches 534 hillion pesos, and the
major part of long-term investment is borne by PPA (see Table 18.1.10). PPA formulated along term
port development plan in 1994. 25 Year Plan includes Rehabilitation and Extenson Program of the
Manila South Harbor and North Harbor, Phase Il Project of the Port of Batangas, and Container and
Bulk Termina Congtruction Project at the Port of Cagayan de Oro. Tota cost of the project amounts
to 492 billion pesos (see Table 18.1.11). Needless to say, as some urgent port development works
have aready been carried out, the actual investment cost is now less than 492 billion pesos. However,
since cargo is projected to increase a arate of 10-15% up to the target year 2024, a huge investment
will till be required to provide PPA ports with required berth lengths.

DOTC's Medium Term Public Investment Program proposes 2 water trangportation development

18-7



projects. The first one is the on-going Socia reform related feeder ports devel opment project (up to
2006), the remaining project cost of which amounts to 947 million pesos. The other one is RO/RO
ferry network and trans-Visayas intermoda transport project, that will be initiated after Medium
Term Program is completed. The project cost is estimated to be 3.3 billion pesos. PMO Port of
DOTC is dso preparing for the next RO/RO feeder port development program after the on-going
Socia reform related feeder ports development project is completed in 2006. In the master plan
sudy for feeder port development in 2000, 82 ports in the Philippines were proposed to be
developed until the year 2024. The tota project cost amounts to 4.9 hillion pesos, while the
short-term project cost is estimated at 1.3 billion pesosfor 31 ports (see Table 18.1.12).

In addition, the Development Bank of the Philippines (DBP) and PIA's (PHIVIDEC Industria
Authority) launched ambitious port devel opment projects recently. DBP's port development program
is deriving DBP's Sustainable Logistics Development Program (SLDP), that is aming to establish
the most economic grain and fruits transportation system from farm lands to end-users

PIA sarted a large scde port development project. PIA is a land-lord of container termina. A
sophisticated foreign container handling terminal tentatively began operations in August, 2003. PIA
has also launched a large scale bulk termind project that will be located next to the new foreign
container termina. The cost of the bulk termind project is estimated at 2.3 billion pesos, and
operation is scheduled to commence in 2006.

Table18.1.10 Long-term Public Port Investment Plans Up to 2024

Project ) No. of Edgtimated Cost
Project o Remarks
Promoter Ports (million Pesos)
PPA 25 Year Development Plan 22 492,100 | 1994-2020
CPA Cebu Integrated Port Development Plan (Master Plan) 4 22,966 | 2006-2020

DOTC Medium Term Public Investment Program
1: Socid Reform Related Feeder Ports

Deveopment Project 947 | 2003-2006
2: RO/RO Ferry Network and Trans-Visayas
Intermoda Transport 3,289 | After 2006
Feeder Port Projects Package
. . 82 4870
(Asssted by Foreign Loan)

DBP Sugtainable L ogigtics Development Program
1: Road-RORO Ferry Network

(96 RORO Ferry Ports Improvement) 9% 3,500 | 2003-2006
2: Bulk Terminds, Handling and Trangport
Equipment (12 Sts) 4 4,000 | 2003-2006
PIA Bulk Termind Project (Phase 1) 1 2,283 | 2003-2010
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Table18.1.11 PPA's25 Year Deveopment Plan

(Unit: million pesos)

Items 1994 2000 2005 2020

2006 —2020
Annud Cargo Growth Rate 1994-2005 : 15% per year

10% per year
Projected Cargo Traffic (million metric tons) 46 106 8%
Projected Passenger Traffic (million Pax) 22 31 68
Required Berth Length (km) - 7 136
Required Investment Cost 492,100

Source: 25 Year Development Plan, Prepared in 1994, PPA

Table18.1.12 Master Plan of Feeder Port Development

(Unit: million pesos)

Project Phase No. of Ports Estimated Cost Remarks
Short Term Project 31 1,313 2006-2010
Long Term Project 51 3557 2011-2020
Totd 82 4,870 2006-2020

Source: Master Plan Report for Feeder Port development, Mar. 2000

(2) Short-term Port Investment Plans

Table 18.1.13 shows the short-term public port investment cost formulated by Philippine port
authorities and public port development bodies. Total amount of investment cost reaches 53 hillion
pesos. Mgor pat of short-term investment is dso borne by PPA. According to PPA's 5 Year
Development Program that was started in 2002, total cost of the project amountsto 25.7 billion pesos
(see Table 18.1.14). PPA's 5 Year Devdopment Program includes rehabilitation and extenson
program of the Manila South Harbor and North Harbor, Phase Il Project of the port of Batangas, and
container and bulk terminal construction project at the port of Cagayan de Oro.

DOTC’'s Medium Term Public Investment Program proposes 2 Water Transportation Devel opment
Projects. Oneisthe on-going Socid Reform Related Feeder Ports Devel opment Project (up to 2006),
the remaining project cost of which amounts to 947 million pesos. The other is RO/RO Ferry
Network and Trans-Visayas Intermoda Transport Project that will be initiated after the year 2006.
The latter project cost is same asthe long-term project cost. PMO Port of DOTC isaso preparing for
another RO/RO Feeder Port development Program after the on-going Social Reform Related Feeder
Ports Development Project is completed in 2006. In the Master Plan Study for Feeder Port
Development in 2000, 31 ports are proposed to be developed until the year 2010. The total project
cost amountsto 1.3 billion pesos (see Table 18.1.15).

18-9



Other big port devel opment projects have been launched recently by public organizations. Thisyesr,
Development Bank of the Philippines (DBP) launched Sustainable Logistics Development Program
(SLDP), which congsts of three mgjor projects: (1) Grain highway project, (2) RO/RO ferry network
project, and (3) Cold chain project. Tota project cost is 30 billion pesosfor the first 3 years. Baseon
DBP's efficient transportation and storage system project for grain and fruits, 96 RO/RO ferry ports
and 4 mgor bulk terminas will be developed by the private sector with financial assistance from
DBP The project cost is 3.5 billion pesos for RO/RO ferry ports and 4.0 billion pesos for mgor bulk
terminas.

Another isPIA's bulk termind project. Mindanao idand needs a great amount of fertilizer in order to
cultivaterice, corn, and fruits as efficiently as possble. In addition, corn and other harvested products
must be transported from Mindanao to the northern part of the Philippines as quickly as possible. To
catch up with the growing demand of those bulk cargoes, the large-scde bulk terminal project has
been timdy launched by PIA. Totd cost of PIA's project is 2.3 billion pesos. The bulk terminal
project will be completed in 2009.

Table18.1.13 Short-term Public Investment Plans

Project ) No. of Esimated Cost
Project . Remarks
Promoter Ports (million pesos)
PPA 5Y ear Development Program 25,678 | 2002-2006
CPA Cebu Integrated Port Development Plan 2 11,965
2006-2010
(Short-term Plan)
DOTC Medium Term Public Investment Program
1: Socid Reform Related Feeder Ports
Development Project (Assisted by Foreign 947 | 2003-2006
Loan)
2. RO/RO Ferry Network and Trans-Visayas
Intermodal Transport 3,289 | After 2006
Feeder Port Projects Package (Assisted by 31 1,313
. 2006-2010
Foreign Loan)
DBP Sustainable L ogigtics Development Program
1: Road-RORO Ferry Network(96 RORO
Ferry Ports Improvement) 9% 3,500 | 2003-2006
2. Bulk Terminds, Handling and Trangport
Equipment(12 Sets) 4 4,000 | 2003-2006
PA Bulk Termind Project (Phasell) 1 2,283 | 2003-2010
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Table18.1.14 PPA's5 Year Development Program

(Unit: million pesos)

Program Components 2002 2003 2004 2005 2006
Foreign | Batangas Port Development Project
Asised | Pressll) 106739 | 126220 48330 578 -
Project Philippine Port Package
(Daveo GSartos Zambilailo) 54025 | 192827 | 285980 | 275562 | 1,376.30
Totad 140472 | 311112 | 330439 | 276122 | 1,376.30
Locdly | ManilaSouth Harbor 26.67 56.00 95.00 70.00 65.00
Funded ManilaNorth Harbor 140.86 4.50 130 - -
Project Other PDO Manila 85.51 25361 309.03 225.80 12580
PDOVisayas 63712 | 113312 587.10 25500 | 1,386.20
PDO N. Mindaneo 374.72 538.36 518.10 526.80 688.50
PDO S. Mindanao 421.00 617.03 296.00 200.00 101.00
F.S/D.D. Study 80.00 80.00 80.00 80.00 80.00
Totad 210564 | 339348 | 228053| 1,77160| 282650
Acquistion of Capitd Assets 33129 393.29 417.63 100.00 100.00
Grand Totd 384165 | 6897.89 | 600255| 4,63282| 4,302.80
Source: 5Y ear Development Program 2002-2006, PPA
Table18.1.15 Feeder Port Development Plan 2006-2010 (Unit: million pesos)
LGU Ports EIRR Estimated LGU Ports EIRR Estimated
Cogt Cost
Basco -38 364 | Slsdro 50.7 35
Itbayat 28 31 | Sn.Antonio 172 23
Burdeos 158 31 | Laoag 46.0 43
Bataraza 199 36 | PadreBurgos 345 33
Dumaran 16.0 30 | Sn. Francisco 151 30
Mercedes 16.2 28 | Olutanga 529 24
Srma 374 13 | Lupon 63.8 31
. Vicente 165 44 | Kapitan 164 44
Mayangaway 289 27 | SaCruz 179 19
Batan 38 13 | Jolo 206 A
Rapu Rapu 229 28 | Languyan 263 29
St. Pascud 191 38 | Loreto 289 16
Claveria 337 43 | Dinagat 219 48
Milagros 178 65 | Sn.Benito 159 27
Poro 30.3 36 | Alar 178 24
Filar 198 22 | Totd 1,313

Source: Master Plan Report for Feeder Port Development, Main Report, Mar. 2000
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Table18.1.16 3Year DBP Strategy (Unit: billion pesos)

Road RO/RO Ferry Serid building of 96 vessels 40
Network Financing new/improvements of 96 RO/RO ferry port 35
Establishment of 16 processing and marketing centers 80

Cold Chain Aggregating Centers— 160 areas 30
Reefer trangport egipment/vehicles— 500 Units 50

Bulk Chain Establishment of 12 processing (aggregeting) centers 25
Bulk termindl, handling and transport equipment — 12 sets 40

Totd 30.0

Source: Sugtainable Logistics Development Program, Development Bank of the Philippines

18.2 Port Cargo Throughput
1821 Genera

Philippine seaborne cargo is expected to grow rapidly. Annual average growth rate of public cargo
between 2001 and 2024 is 5.78%. Annud average growth rate of private cargo between 2001 and
2024 is 5.32%, dmost the same as public cargo. Among the various types of cargo, container cargo
will grow most rapidly. Annua average growth rate of public container cargo between 2001 and
2024 is 6.94%, which is much higher than public cargo totd. In accordance with rapid growth of
cargo throughput at port, port revenues are also expected to increase in future. In particular, revenue
from container cargo handling is expected to become the main source of port revenues.

Table18.2.1 Resault of Cargo Demand Forecast

Public Cago Average Cago Average Cago Average
/ Cargo Classfication | Tonnage2001 | Growth | Tonnage2009 | Growth | Tonnage 2024 | Growth
Private (ton) Rate (ton) Rate (ton) Rate
Container 37,184,658 | 841% 70919178 | 6.17% | 174075073 | 6.94%
% Others 31,649,346 | 4.35% 4448084 | 3.71% 76,823616 | 3.93%
c |Totd 68,834,004 | 6.67% | 115400072 | 531% | 250,898,689 | 5.78%
(Shareto Grand Totdl) (42.2%) (44.5%) (46.7%)
Container 4220554 | 7.80% 7,697,085 | 6.17% 18,906,060 | 6.74%
£ | Others 90,052,733 | 533%| 136,386,168 | 4.61% | 267974258 | 4.86%
'62: Totd NM273287 | 545% | 144083253 | 4.70% | 286,880,318 | 4.96%
(Shareto Grand Totd) (57.8%) (55.5%) (53.3%)
P 163107,291 | 598% | 259483325 | 4.98% | 537,779,007 | 5.32%
(100.0%) (100.0%) (100.0%)
Source: JCA Study Team
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18.2.2 Public Port Cargo Throughput

Table 18.2.2 shows the public cargo demand forecast up to the target year 2024. Among three types
of cargo in the table, internationa container cargo grows mogt rapidly. The share of internationa
container cargo to total public cargo will become larger. The international container cargo share
jumps up from 21.3% in 2001 to 31.7% in 2024.

Table18.22 Public Cargo Demand Forecast

Based on GDP Cargo Average Cago Average Cago Average
Growth Rate Tonnage Growth Rate Tonnage Growth Rate Tonnage Growth Rate
0,
4.5% (tor), 2001 | (2001-2009) | (tor), 2009 | (2009-2024) | (tor), 2024 | (2001-2024)
International 14,646,465 968% | 30,663,072 657% | 79,644,958 7.64%
Container Cargo (21.3%) (26.6%) (3L7%)
Domestic 22,547,193 751% | 40,256,106 5850 | 94430115 6.43%
Container Cargo (32.8%) (34.9%) (37.6%)
31,649,346 4.35% 44,480,894 3.71% 76,823,616 3.93%
Other Cargo
(46.0%) (385%) (30.6%)
68,843,004 6.67% | 115,400,072 531% | 250,898,689 5.78%
Tota Cargo
(100.0%) (100.0%) (100.0%)

Source: JCA Study Team

18.2.3 PrivatePort Cargo Throughput

The private cargo demand forecast up to the target year 2024 is shown in Appendix 18.2. Among
three types of cargo in the table, container cargo (internationd plus domestic) grows most rapidly.
However, the share of private container cargo to total private cargo is rather small, less than 10%.
Bulk cargo (international plus domestic) occupies the greatest portion among the three types of
private cargo. Private cargo is expected to increase a the same growth rate as public cargo up to
2024.

18.3 International Container Terminal Development Plans

In accordance with public cargo demand growth, public port capacity hasto be expanded rapidly. In
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particular, port capacity at international container terminals needs to be expanded urgently to catch
up with rapidly increasing container cargo in the Philippines. Port development plans at international
container terminas in the Philippines are shown in Appendix 18.3. It could be said that the amount
of facilitiesin 2024 can match the increased demand while the amount of facilities in 2009 might be
over-provided. Berth requirements up to 2024 are summarized in Table 18.3.1. According to the
table, 7 more berths are planned by the year 2009, and 17 more berths are planned between 2010 and
2024. Totd number of additional international container berths planned by the year 2024 is 24.

Table18.3.1 Panned Number of Berthsfor International Container Termind

Port 2003 2004/2009 2009 2010/2024 2024
MICT 5 berths - 5 berths 1 berths 6 berths
(10G.Cranes) (10G.Cranes) (4 G.Cranes) (14 G.Cranes)
3 berths - 3 berths 1 berth 4 berths
South Harbor
(9G.Cranes) (9G.Cranes) (2G.Cranes) (11GCranes)
S - 2 berths 2 berths 1 berth 3 berths
IC
(4 G.Cranes) (4 G.Cranes) (2G.Cranes) (6 G.Cranes)
Under 2 berths 2 berths Therths 9 berths
Batangas .
Congtruction (6 G.Cranes) (6 G.Cranes) (14 G.Cranes) (18 G.Cranes)
Ceb (1 exigting berth) 1 berth 1 berth 3 berths 4 berths
U
(-9m), (2G.Cranes) (2G.Cranes) (2G.Cranes) (6 G.Cranes) (8 G.Cranes)
. 1 berth 1 berth
lloilo _ :
(1 MobileCranes) | (1 Mohile Cranes)
Cagayan De Under 1 berth 1 berth 1 berth 2 berths
Oro Condtruction (2G.Crane) (2G.Cranes) (2G.Craned) (4 G.Crane)
1 berth 1 berth 2 berths 2 berths
Davao _ _ - _
(NoG. Crane) | (2 Mobile Cranes) | (2 Mobile Cranes) (2 Mobile Cranes)
1 berth 1 berth
Generd Santos _ _
(2 Mohile Cranes) | (2 Mobile Cranes)
1 berth 1 berth
Zamboanga _ _
(1 MobileCranes) | (1 Mobile Cranes)
Totd 9 berths 7 berths 16 berths 17 berths 33 berths

In the long run, additional port capacity may be needed in the Greater Capitd Region (GCR). There
are severd development concepts for supplying the additional port capacity for growing international
container cargo in the long run. The first development concept is the accel erated development of the
internationa container terminal a Batangas. In addition to Phase-3 project of the Port of Batangas,
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Batangas Phase-4 project is an option for the strategic long-term port devel opment. However, to tap
the unlimited potential of the Port of Batangas, the suspended highway project between the
CALAVARSON industrid areaand the port must be urgently implemented.

The second is the expanson of MICT and the South Harbor. The Port of Manila will be able to
prepare for large scae port expansion if the dredging of the main access channd is efficiently
implemented. However, the impact of growing port cargo on the urban traffic in Manila should be
thoroughly examined.

The third concept is to construct a new port somewhere in Manila Bay. Cavite new port might be
able to provide the long-term port capacity required in the Greater Capitd Region. The construction
cost of anew port has not been examined yet, but it is anticipated that the new port construction cost
will be the highest among the devel opment concepts.

18.4 Public Port Invesment Cost

According to Table 18.4.1, 15.65 hillion pesosis needed by the year 2009, and 38.8 billion pesosis
needed between 2010 and 2024. Totd investment cost needed by the year 2024 is 54.45 billion

pesos.

On the other hand, the long-term (2004 - 2024) port investment cost other than internationa
container terminals is 13.8 hillion pesos for the internationd bulk/break bulk terminads, 23.2 billion
pesos for the domestic container terminds, 25.4 billion pesos for the domestic bulk/break bulk
terminas, and 18.7hillion pesos for RO/RO ports development. Tota port investment cost including
internationa container terminds is 42.3 hillion pesos in the short-term (2004 - 2009), and 91.7
billion pesos after 2010 up to 2024. The long-term (2004 - 2024) port investment cost including
internationa container terminals is 134.0 million pesos. Table 18.4.2 shows the port function-wise
investment cost up to 2024.
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Table184.1

International Container Termind Investment Cost

) Short-term  Investment | Investment Cogt &fter | Long-term
| nternational
(2000 - 2003) Cost theyear 2010 Investment Cost
Gateway Ports
(2004 - 2009) (2010- 2024) (2004 - 2024)
Privatization Privatization
MICT - - } .
BOT/Concession BOT/Concession
Privatization Privatization
South Harbor ) ,
BOT/Concession BOT/Concession
Subic - 6.800 bil P 3400 bil P 10.200 bil P
Batangas 3.130bil P 2550 bil P [*] 11840 bil P 14.390bil P
Cebu - 3.700bil P 11.100bil P 14.800 bil P
lloilo - - 2500 bil P 2500 bil P
Cagayan De Oro 37740l P - 3.700 bil P 3.700 bil P
Davao - 2.600 bil P 1.160 hilP 3.760 bil P
Generd Santos - - 2.600 bilP 2.600bil P
Zamboanga - - 2500 hilP 2.500 hil P
Totd 6.904 bil P 15.650 hil P 38.800 bil P 54450 hil P

Note: [*] Thisfigure does not include the investment cost for Phase-3 because Batangas Phase-3 project is assumed to be

privetized

Source: JCA Study Team

Table18.4.2 Port Function-wise Investment Cost

(Unit: billion pesos)

Port Function Short-term After 2010 Long-term
(2004 - 2009) to 2024 (2004 - 2024)
Internationd Container Terminal 15.650 38.800 [*] 54.450
Internationd Bulk/Break Bulk Terminal 3.300 10.500 13.800
Domestic Container Termina 11.905 11.295 23.200
Domestic Bulk/Break Bulk Terminds 4.600 20.770 25.370
RO/RO Ports Deve opment 7.236 11.465 18.701
Totd 42,691 (31.5%) 92.830 (685) | 135.521 (100.0%)

Note: [*]; Manila MICT, Manila South and Batangas Phase-3 port expansion projects are assumed to be privatized.

Accordingly, the long-term investment cost for international container terminds, 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
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185 Public Port Revenues
1851 Cargo TypewisePort Revenues

Among various kinds of port revenues, port due, anchorage fee, usage fee, dockage fee, and
wharfage are collected by port authorities and 100% of those revenues come to port authorities. On
the other hand, cargo handling tariff is collected by termina operators and shared by termind
operators and port authorities. When it comes to internationa container cargo handling, port
authorities usualy impose a fixed fee on termind operators based on the concesson contract
between port authorities and termina operators. In addition to the above port tariff, Philippine port
authorities are collecting port charge from private ports. Those port charge from private ports are
basically 50% of port dues, usage fee and wharfage. Public port revenues derived from private ports
amounts to 1.0 hillion pesos in 2001, and will reach more than 3.0 billion pesos in 2024. The
accumulated revenues derived from private ports between 2004 and 2024 are estimated to be 42
billion pesos. Assuming that al kinds of port charges keep present level 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 billion pesos, and 256 billion pesos, respectively.

Cargo type-wise revenue analys's shows that the revenue from internationa container cargo accounts
for dmost 70% of total revenues athough it represents only 20 to 30% of thetotal cargo volume. On
the other hand, port revenues from domestic cargo handling account for less than 5% of tota revenue,
excluding port revenue from domestic container cargo handling. This is because the port charge for
domestic cargo handling is a a very low level. The JCA Study Team recommends that the present
port charge should be normalized based on the actua examination of port revenues and expenditures.

Table185.1 Cargo Type-wise Accumulated Port Revenues (Unit: million pesos)

Short-term Plan Period Long-term Plan Period
2010 - 2024
e (2004 - 2009) (2004 - 2024)
Classfication
Accumulated Accumulated Accumulated
Share Share Share
Revenues Revenues Revenues
Internationa Container Cargo 29924 | 65.3% 146,915 | 70.0% 176,839 | 69.2%
International Bresk Bulk Cargo 2,303 5.0% 7,655 3.6% 9,958 3.9%
Internationa Bulk Cargo 970 2.1% 4,095 2.0% 5,065 2.0%
Domestic Container Cargo 3132 6.8% 13,072 6.2% 16,204 6.3%
Domestic Bresk Bulk Cargo 1,116 24% 3,169 1.5% 4,285 1.7%
Domestic Bulk Cargo 226 0.5% 985 0.5% 1211 0.5%
Revenue from Private Ports 8122 | 17.7% 3399 | 16.2% 42117 | 165%
Totd 45,793 | 100.0% 209,886 | 100.0% 255,679 | 100.0%

Source: JCA Study Team

18-17




185.2 International Container Revenues

International container charge condsts of the following three sorts of charges based on the port
charge regulated by port authorities. Those charges are port due, wharfage and container handling
tariff, including stevedore, terminal operator and storage. Port due and wharfage are taken by the port
management body (PMB), and container handling tariff is allocated between PMB and termina
operator. Table 18.5.2 shows accumulated port revenues of internationa container cargo handling up
to 2024. International container cargo is forecast to grow rapidly and accordingly international
container revenue will dso grow very fast, reaching more than 45 hillion pesos in 2024. The
accumulated international container cargo revenues total is 559 billion pesos up to 2024.

Revenue dlocation between PPA and atermina operator a Manila Port is shown in Table 185.3.
Port due and wharfage belong to PPA, but cargo handling charge is allocated between them; 20% for
PPA, and 80% for a termind operator. In addition, PPA takes fix fee from a terminal operator as
yearly renta fee of the termind facilities. In generd, the alocation share of international container

handling charge for public port management body is 37.5%.

Table185.2 Predicted Internationa Container Handling Revenues

(Unit: million pesos)

Revenue Revenue Revenue Revenue
Based on Accumulated Accumulated | Accumulate
2002 2003 2010 2024
GDP o Revenue Revenue Revenue
(Egtimation)
Growth
2,073,768 3,623,825 3,897,879 9,537,879
Rate 4.5% 2004-2009 2010-2024 | 2004-2024
TEU TEU TEU TEU
99.3 173.6 969 186.7 456.7 4,549 5,518
Port Due
(1.0%) (1.0%)
673.7 11772 6,570 1,266.3 3,0985 30,858 37,428
Wharfage
(6.7%) (6.7%)
Handling 9,287.4 16,229.3 90,557 17457.1 427154 425,405 515,982
Charge (92.3%) (92.3%)
Totd 10,060.4 17,580.1 98,096 18,910.1 46,270.6 460,812 558,928
6]
(100.0%) (100.0%)
Source: JCA Study Team
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Table185.3 RevenueAllocation between Public and Private (ICTS and ATI)

Revenue ltems 2002 Public/Private Revenue Share (%)
Port Due 79.3mil P
Wharfage 538.6 mil P
] ) Totd container handling volumeis
PPA 20% of Handling Charge 1481.2 mil P
1,653,187TEUs
(+) Fixed Fee (+) 9124 mil P | 667.7 Mil P(ICTSl) + 244.7 Mil P (ATI)
Totd 3,011.5mil P 37.5%
] ) Totd container handling volumeis
Operator | 80% of Handling Charge 5,925.0 mil P
(CTST 1,653,187TEUs
AT (-) Fixed Fee (-) 9124 mil P | 667.7 Mil P(ICTSI) + 244.7 Mil P (ATI)
Totd 5,012.6 mil P 62.5%
Grand Totd 8,024.1 mil P 8,024.1 Mil P

Source: JCA Study Team

185.3 Revenuefrom Private Port

As discussed above, port authorities collect haf of port due, usage fee and wharfage from private
port. Private port cargo is forecast to grow rapidly, accordingly public port revenues derived from
private ports will dso grow very fast, and reach more than 3 hillion pesosin 2024. The accumulated
revenues derived from private ports up to 2024 are 43.25 billion pesos.

Table1854 Accumulated Public Port Revenues Derived From Private Ports Up To 2024

2001 2009 Accumulated 2010 2024 Accumulated | Accumulated
(Redized) | (Egtimated) Revenue (Egtimated) (Estimated) Revenue Revenue
2004-2009 | 3,897,879TEU | 9,537,879TEU | 2010-2024 | 2004-2024
Private
94,273,287 | 144,083,253 150,852,550 286,880,318
Fort ton ton ton ton
Cago
Charge
from 1,007.5 1539.7 9,245 1,612.08 3,065.74 34,007 43,252
Private mil P mil P mil P mil P mil P mil P mil P
Port
Source: JCA Study Team
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186 Comparison of Port Revenuesand I nvestment Cost

186.1 Comparison of Long-term (2004 - 2024) Port Revenuesand Investment Cost

Based on the above-mentioned discussion, port investment cost and revenues up to 2024 are
summarized as shown in Table 18.6.1. The long-term (2004 - 2024) total port investment cost is
167.4 hillion pesos, including maintenance and operational cost for newly built facilities. On the
other hand, the long-term tota port revenues amount to 255.7 billion pesos. The accumulated port
revenues are 1.5 times greater than the accumulated port investment cogt, leaving a positive balance
of 88.3 hillion pesos. It should be noted, however, that the above accumulated revenues contain the
revenues derived from the existing port facilities in addition to the newly built port facilities. On the
contrary, the above accumulated port investment cost does not contain the maintenance and
operational cost of the exigting port facilities. For a true comparison between revenues and
investment cog, al parameters should be equa. However, in spite of the unequal accounting bagis,
the cargo type-wise comparison of revenues and investment cost revedls that international container
terminal projects produce a great amount of surplus, but that most of other port development projects
result in deficit. However, the tota port development finance will show a surplus. Therefore, a
greater part of public port development will be able to be financed by the public port revenuesin the
long run. In other words, the large financial surplus that will be accumulated in the long run can be
used to assst ports which are not financidly viable. "Internal fund appropriation” or cross subsidy
from profitable internationa container terminals to financidly difficult domestic cargo facilities is
needed.

Here, the comparison of al port revenuesand dl costsin terms of total accumulated amount between
2004 and 2024 is carried out. Table 18.6.2 shows the comparison of the long-term port revenues and
investment cogt, including on-going foreign loan disbursement, maintenance and operationa cost of
exigting port facilities and equipment, loan repayment and interest, and dividend payment to the
nationa government. Assuming that the present port charge level continues until 2024, the difference
between dl revenues and costs will be surplus. In addition, if port charges are raised and/or foreign
and domestic loans are extended to port authorities and public port development bodies, financia
balance will be better.
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Table18.6.1 Cargo Type-wise Comparison of Long-term Port Revenues and Investment Cost
(Unit : billion pesos)

Port Investment and related Codt (2) .
. 5 Remaining
Port Function Revenues | New Investment | Maintenanceand
, Sub-total @=0-@
(@) Cost Operationd Cost
| nternational
) 176.84 54.45 15.00 69.45 107.39
Container Cargo
Internationd Bulk
15.02 13.80 3.70 1750 - 248
/Break Bulk Cargo
Domestic
] 16.20 23.20 7.20 30.40 - 14.20
Container Cargo
Domestic Bulk
550 25.37 3.00 28.37 - 2287
/Break Bulk Cargo
RO/RO Cargo Small 18.70 3.00 21.70 - 21.70
Revenuefrom
_ 4212 - - - 42.12
Private Ports
Totd 255.68 13552 31.90 167.42 88.26

Source: JCA Study Team

Table18.6.2 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)=(1D)+?2) -
(@] Disbursement | (3) Operational Costof | Repayment -4
) (Including Exiging Port and Interest
Maintenanceand | Facilitiesand
Operdiond Cost) Equipment
255.68 8.00 167.42 0 150] 240 8.26
Sub-tota (4): 88.00

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

18.6.2 Comparison of Short-term (2004 - 2009) Port Revenuesand I nvestment Cost
Port investment cost and revenues up to 2009 are summarized as shown in Table 18.6.3. The
short-term (2004 - 2009) total port investment cost is 46.2illion pesos, including maintenance and

operational cost for newly built facilities. On the other hand, the short-term tota port revenues
amount to 45.8 billion pesos based on the present port charge level. The accumulated port revenues
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are dmogt same as the accumulated port investment cost during the short-term period. The above
accumulated revenues include revenues derived from the existing port facilities in addition to the
newly built port facilities. On the contrary, the above accumulated port investment cost does not
include the maintenance and operationa cost of the existing port facilities.

Here, the comparison of al port revenues and al costsin terms of total accumulated amount between
2004 and 2009 is carried out. Table 18.6.4 shows the comparison of the short-term port revenues and
investment cost, including on-going foreign loan disbursement, maintenance and operationa cost of
existing port facilities and equipment, loan repayment and interest, and dividend payment to the
nationa government. All revenues and costs being taken into account, a deficit of 12.3 billion pesos
occursin the short term. Asaresult, any effective financia countermeasures such as the introduction
of low-interest foreign loans and raise of port charges will be necessary to implement the projectsin
atimey manner. The list of proposed port development projects in the short run for which port
authorities and public port development bodies want to gpply foreign loan is shown in Appendix
18.6. The totd estimated cost of proposed foreign loan projects is 24.0 billion pesos (including the
domestic loan portion and on-going foreign loan disbursement) during the short-term period (2004 -
2009) and it includes the loans which have aready been approved and have not been disbursed. If
these loans are gpproved, surplusisregistered in the short term. In addition, if port chargesareraised,
financid stuation will beimproved more.

Table18.6.3 Cago Type-wise Comparison of Short-term Port Revenues and Investment Cost

(Unit: billion pesos)
Port Investment and related Cost (2) o
i - Remaining
Port Function Revenues New Maintenanceand
) Sub-tota R=1D)-?
@ Investment Cogt | Operationa Cost
| nternational
] 29.93 15.65 1.70 17.35 12.58
Container Cargo
International Bulk
3.27 3.30 0.40 3.70 - 043
/Break Bulk Cargo
Domestic Container
313 11.90 0.90 12.80 - 9.67
Cargo
Domestic Bulk
134 4,60 0.20 480 - 346
/Break Bulk Cargo
RO/RO Cargo Small 7.24 0.30 754 - 754
Revenue from
] 812 - - - 812
Private Ports
Tota 4579 42.69 350 46.19 - 040

Source: JCA Study Team
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Table18.6.4 Comparison of Short-term (2004-2009) Port Revenues and Investment Cost

(Unit: billion pesas)
Accumulated On-going New Port Accumulated Accumulated | Dividend Remainin
Port Revenues | ForeignLoan | Development Cost | Maintenanceand | Loan Payment o}
D Dishursement | (3) Operationd Cost | Repayment G =
2 (Including of Exigting Port and Interest D+Q)-
Maintenanceand | Facilitiesand -4
Operationd Cogt) | Equipment
9.93 3.72 6.20
45.79 8.00 46.19 -12.25
Sub-totd (4): 19.85

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

18.7 Cash Flow Analysisof Port Authorities

18.7.1 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 (see Table 18.7.1). In preparation for the PPA's cash flow, the
JCA Study Team made the following assumptions.

1)
@
3

4)

®)

(©)

()

GDP growth rate of 4.5% was adopted for the demand forecast.

Present port charge of PPA remains unchanged until 2024.

Batangas Phase-2 (3 internationa container terminas) project is implemented by 2010. The
totd investment cost between 2004 and 2009 is 2.55 hillion pesos. First 2 international
container terminals will be operational in 2005, and the fixed fee for the termind utilization is
determined to be 140.4 million pesos per year, based on the concept that dl investment costs for
container terminals must be recovered within the concession contract period.

So-called 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, General Santos, Davao and lloilo. The tota investment cost between 2004 and
2009is7.6 hillion pesos. New berthswill be operationa in 2008.

PPA adso inveds port development and improvement projects at necessary ports within the PPA
port system. . The total investment cost between 2004 and 2009 is 13.2 billion pesos, and dl
investment cost is supplied by PPA's own fund.

ADB and OECF loan repayment and interest for MICT and South Harbor continue to be paid
by PPA during the short-term period.

The base case scenario for PPA's cash flow assumes that there is no inflation during 2004 and
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2024.
(8) Expensesfor repair and maintenance substantialy increase 2 % per year.

Based on the above, the ending cash baance falls to 1.75 hillion pesos in 2005, but will steadily
increase after 2005. Therefore, PPA's short-term port financing is feasible on condition that PPA
takes necessary  financid actions, in particular, the introduction of low interest foreign loan and
internal fund appropriation.

18.7.2 CPA

CPA's cash flow in case of the short-term project implementation shows that the ending cash balance
is dways surplus towards the future (see Table 18.7.2). In preparation for the CPA's cash flow, the
JCA Study Team made the following assumptions.

(1) GDP growth rate of 4.5% was adopted for the demand forecast.

(2) Present port tariff of PPA remains unchanged.

(3) Cebu Internationd Container Terminal Phase-1 project is implemented during the short-term
plan period. The total investment cost between 2004 and 2009 is 3.7 billion pesos including
land acquisition cost. Thefirgt international container terminal will be operationd in the second
half of the short-term period. The fixed fee for the termind utilization is determined to be 185
million pesos per year based on the concept that adl investment codts for container terminas
must be recovered within the concession contract period.

(4) Internaional container cargo will be handled at the existing multi-purpose berth with gantry
cranes until the new internationa container termina becomes operational. The cargo handling
capacity at the existing multi-purpose berth is assumed to be 200,000 TEU per year.

(5) Ordinary repair and maintenance is carried out but no other development projects are
anticipated.

(6) Inthe base case scenario for CPA's cash flow, no inflation effect is considered.

(7) Expensesfor repair and maintenance substantialy increase 2 % per year.

Based on the above assumptions, CPA's ending cash baance continues to go up towards the future,
asssted by seadily growing port revenues mainly derived from internationa container cargo
handling at the existing multi-purpose berth. Therefore, CPA's short-term port financing is feasible
on condition that CPA takes necessary financid actions, in particular, the introduction of low interest
foreign and domestic loan and interna fund appropriation.
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Table18.7.1 PPA'sCash Flow in Case of Short-term Project |mplementation
(Unit: million pesos)

Classification 2004 2005 2006 2007 2008 2009
1.Cash Baance Beginning 2,486 1,907 1,752 2,545 3,222 4,256
2.CashInflows 6,346 9,524 10,110 10,460 8,339 8,736
+Port Revenues 5501 6,149 6,735 7,080 7,439 7,836
+Foreign Loan Proceedings 595 3,125 3,125 3,130 650 650
+Fund Management 250 250 250 250 250 250
3.Cash Outflows 6,925 9,679 9,317 9,783 7,305 8,206
+Personal Services

(For Exidting fecilities) 1,006 1,016 1,026 1,036 1,047 1,057
(For New facilities) - 10 10 10 38 39
+Adminigration Expenses(M OOE)

(For Exidting fecilities) 711 718 725 732 739 747
(For New facilities) - 0.6 0.6 0.6 23 23
+Repair and Mantenance

(For Existing facilities) 380 390 410 440 460 480
(For New fadilities) - 105 105 105 436 436
+Dredging 330 360 400 440 440 440
+Foreign Loan Repayment 353.7 307.6 307.6 307.6 206.4 2064
+Foreign Loan Interest 155.7 151.9 207.5 2629 3183 322.6
+Capitd Outlay

(Batangas Stage-1) 1,020 - - - -

(Batangas Stage-2) - - - - 765 765
(Philippine Port Package) - 3,675 3,675 3,680 - -
(Other Ports Investment) 2,309 2,34 1,909 2,058 2117 2,376
+Dividend Payment 660 560 550 720 770 1,370
4.Ending Cash baance 1,907 1,752 2,545 3222 4,256 4,786
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Table18.7.2 CPA'sCash Flow in Case of Short-term Project Implementation
(Unit: million pesos)

Classfication 2004 2005 2006 2007 2008 2009

1.Cash Bdance Beginning 281 459 656 859 1,115 1,404
2.Cash Inflows 486 525 536 2,492 2534 876
+Port Revenues 486 525 536 642 684 876
+Foreign Loan Procesdings - - - 1,560 1,560 -
+Locd Loan Proceedings - - - 290 290 -
3.Cash Outflows 307.6 328.2 3332 2,2358 2,2452 5394
+Personal Sarvices 65 67 68 70 72 73
+Administration Expenses(M OOE) 68 70 72 73 75 77
+Repair and Maintenance 40 41 42 43 44 45
+Dredging - - - - - -
+Foreign Loan Repayment - - - - - -
+Foreign Loan Interest - - - - 343 68.6
+Local Loan Repayment 50 50 50 50 29 58
+Loca Loan Interest 10 10 10 10 435 827
+Capital Outlay - - - 1,850 1,850 -
(New Container Termingl) - - - (1,850) (1,850) -
+Dividend Payment 74.6 90.2 912 139.8 974 1351
4.Ending Cash balance 459 656 859 1115 1,404 1,741

Source: JCA Study Team

18.8 Financial Feadbility of Representative Projects

The financid feasbility of representative projects of each port function-wise project group is shown
in Table 18.8.1. FIRR vaues of internationa container terminal projects (Batangas Phase-2, Subic
Phase-1, Cebu Phase-1, and Davao New Container Termind) are greater than 7%. On the other hand,
based on the present port charge the FIRRs of Zamboanga and Araceli ports show a negative vaue
and Generd Santos 1.5%. Thisis because the present port charge for domestic cargo handling is set
lower than that required for project sustainability. In case that the port charge at these three ports be
raised up to 15 to 116% greater than the present level, FIRRs exceed 3%. The port charge
normalization is very important. Without port charge raise, port development projects and private
sector participation to port sector will not be promoted.
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Table188.1 FIRR of Representative Short-term Port Development Projects

Ports Group Port Representative Project Investment Cost | FIRR
Internationd Batangas Batangas Stage-1 4.150 hil P 80%
Gateway Port Batangas Stage-2 1.530bil P

Subic Subic Phase-1 6.800bilP| 111%
Cebu Cebu Phase-1 3.700 bil P 74%
Davao New Int'| Container Terminal (250m) 2.600 hil P 9.9%
Important Zamboanga | & D Multi-purpose berth (200m) 1670bil P| 3.7%*1)
Internationd Genegrd Santos | Domestic Multi-purpose berth (200m) 1670bil P| 31%*2)
Transport Port | lloilo International Bulk/Break Bulk Termindl 1.700 bil P 4.9%
RO/Ro Ports Aracdi RO/RO Termina 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 Sudy Team

189 Deveopment of International Gateway Port

PPA isnow planning to congtruct alarge scale international container terminal, the Phase-3 project of
Batangas, after completion of the on-going container termina project (Phase-2: Stage-1 and Stage-2).
According to the JCA Study Team's cargo demand forecast, the first container berth of the Phase-3
project shal be operationd in 2012. The container handling volume at Phase-3 container berth in
2012 will be 63,000 TEUs and will grow steadily until reaching the maximum handling capacity of
300 thousand TEUs in 2016. The revenue sharing between PPA and atermind operator is assumed
to be 37.5% and 62.5%, respectively. Based on this assumption, PPA will gain port revenue of 113
million pesosin 2012, increasing to 546 million pesosin 2016 and theregfter.

The cost estimation shows that initia construction and equipment cost is 1.885 hillion pesos, and that
annua management and maintenance cost is 133.18 million pesos during the period between 2012
and 2043. Based on the above revenue and cost data of the Project, the financid internd rate of
return (FIRR) is more than 25%, which indicates that this project is fully viable(see Appendix 18.9).

As described earlier, FIRR shows the profitability of the project during the project life, but it cannot
show the actud financia burden of the project promoter. The financia burden isindicated by acash
flow of the project. Table 18.9.3 and Table 18.9.4 show the cash flow of Phase-3 project of Batangas,
based on the assumption stated above, including revenue and cost estimation. The ending cash
balance shows a deficit during in the short run. This is because the port must continue to expend a
great amount on interest payments in addition to repayment of the principle before the container
terminal beginsto generate the expected revenue. The maximum accumulated deficit of the project is
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478.2 million pesos. The port of Batangas will be in a very precarious financia Stuation unless it
receives assstance from PPA. The deficit of profitable project in the short run is one of the most

important factors when the project financeis planned.

Table189.1 Revenue Prospect of Phase-3 Project of Batangas

Port of Batting's 2012 2013 2014 2015 2016 | - 2043
Total cargo 1,263 1,336 1,414 1,496 1500 |  ---—--- 1,500
Thousand Thousand Thousand Thousand Thousand Thousand
TEU TEU TEU TEU TEU TEU
Cargo at 1,200 1,200 1,200 1,200 1,200 |  ------- 1,200
PublicBerths | Thousand | Thousand | Thousand | Thousand | Thousand Thousand
TEU TEU TEU TEU TEU TEU
Cargo at 63 136 214 296 30| - 300
Private Berth Thousand | Thousand | Thousand | Thousand | Thousand Thousand
TEU TEU TEU TEU TEU TEU
Revenue at 302 659 1,038 1,437 1456 |  ------- 1,456
No.5 Berth Million Million Million Million Million (100%) Million
Pesos Pesos Pesos Pesos Pesos Pesos
Revenueto 113 Million | 247 Million | 389 Million | 539 Million | 546 Million |  ----—--- 546 Million
Port Authority Pesos Pesos Pesos Pesos Pesos (37.5%) Pesos
Revenueto 189 Million | 412 Million | 649 Million | 898 Million | 910 Million |  ------- 910 Million
Private Sector Pesos Pesos Pesos Pesos Pesos (62.5%) Pesos

Source: JCA Study Team

Table18.9.2 Cash Flow of Batangas Port Phase-3 Project (1) (Unit: million pesos)

Initial Construction and Procurement Cost ( Million Pesos)
2010 2011 Total
Civil Works & 702 702 1,404
Procurement
Gantry Cranes(2) - 431 431
Transfer Cranes (4) and so on
Computer system 50 50
Total 702 1,183 1,885
Management and Maintenance Cost ( Million Pesos)
Personnel Services Cost 9.30/ Year
Administration Expenses 9.30 60% =5.58/Year
Repair & Maintenance Facilities Congtruction Cost 5% = 70.2/Y ear
Cost Equipments Procurement Cost  10% =48.1/Y ear
Total 133.18/ Year
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Table18.9.3 Cash Flow of Batangas Port Phase-3 Project (2) (Unit: Million Pesos)

CASH FLOW 2010 2011 2012 2013 2014 2015 2016 2018
1.Cash Beginning 0.0 -149( -1517| -4332| -4782| -2728 195.0 688.3
2.Cash Inflows 702 1,183 189. 412. 649. 898. 910. 910.
+Revenues - - 189. 412. 649. 898. 910. 910.
+Foreign Loan

+Domestic Loan 702. 1,183. - - - - - -
3.Cash Outflows 850.1 | 1,453.0 470.5 457.0 443.6 430.2 416.7 403.3
+Personnel 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3
+Administration 5.58 5.58 5.58 5.58 5.58 5.58 5.58 5.58
+Repair & Maint’ 13318 | 133.18| 13318 | 133.18| 133.18| 133.18
+M. Dredging - - - -

+Foreign L.Repay - - - - -

+Foreign Interest - - - - - - - -

+Domes L.Repay - 46.8 125.7 125.7 125.7 125.7 125.7 125.7
+Domes | nterest - 75.1 196.7 183.2 169.8 156.4 142.9 129.5
+Capital Outlay 702. 1,183. - - - - - -
+Dividend Tax

4.Cash Ending -149| -1517| -4332| -4782| -2728 195.0 688.3 | 1,195.0
Source: JCA Study Team

Table1894  Cash Fow of Batangas Port Phase-3 Project (3)  (Unit: million pesos)

CASH FLOW 2019 2020 2021 2022 2023 2024 2025 2026

1.CashBeginning | 1,195.0 | 1,7286 | 22758 | 28365 | 34106 | 3,9982| 4599.2 | 57213.6

2.Cash Inflows

+Revenues 910 910 910 910 910 910 910 910

+Foreign Loan

+Domestic Loan

3.Cash Outflows 376.4 362.8 349.3 335.9 3224 309.0 295.6 2354

+Personnel 9.3 9.3 9.3 9.3 9.3 9.3 9.3 9.3

+Administration 5.58 5.58 5.58 5.58 5.58 5.58 5.58 5.58

+Repair & Maint’ 133.18| 13318 | 133.18| 13318| 133.18| 133.18| 133.18| 133.18

+M. Dredging

+Foreign L.Repay

+Foreign Interest

+Domes L.Repay 125.7 125.7 125.6 125.6 125.6 125.7 125.6 78.9

+Domes Interest 102.6 89.0 75.6 62.2 48.7 353 219 84
+Capital Outlay - - - - - - - -
+Dividend Tax

4.Cash Ending 17286 | 22758 | 2,836.5| 3,410.6 | 3,998.2| 4,599.2| 5213.6 | 5,888.2

Source: JCA Study Team
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18.10 RO/RO Port Development
18.10.1 RO/RO PortsDevdopment Magter Plan

RO/RO ports development should be accelerated in order to assist regiona development in remote
idands. The present RO/RO port development program conssts of the following four financia
schemesasshownin Table 18.10.1.

Thefirst is DOTC's RO/RO and feeder ports development project. DOTC is, firgt of all, promoting
small-scae feeder port devel opment on apriority basis by gppropriation of the nationa government’s
general fund. This port development conddts, in other words, of port rehabilitation projects. In
response to LGU's request for port rehabilitation and through DOTC's prioritization process for port
improvement, dmost 100 rurd feeder ports are rehabilitated every year. Financid resource of this
port development is the national government genera budget. Fifty to 80 million pesos are dlocated
for the improvement and rehabilitation of those feeder ports every year. However, due to
government's severe financial condition, port budget has been reduced yeer after year.. DOTCisaso
promoting medium-scale feeder portsin Visayas region by appropriation of low interest foreign loan
(JBIC). This project is caled "Socid Reform Related Feeder Ports development Project”. Totd
project cost is 2.65 hillion pesos, and the project will be finished in 2006. In addition, DOTC is
preparing for another RO/RO ports development project which is going to be financidly asssted by
low interest foreign loans. This RO/RO port network development project has been prepared by
careful sdlection of financidly viable ports in the Trans-Visayas region. A totd of 17 candidate
RO/RO portsin the Visayas region have been dready sdected. Totd project cost is 3.23 hillion pesos,
and the project is planned to start in 2004.

Table18.10.1 RO/RO Ferry Ports Development Scheme

Project
Implementing Project Project Sausqua | Project Cost Project Location
Agency
All Feeder Portsin
. . A 50-80 A
Feeder Ports Development Project | On-going \{erage accordance with
mil P per year o
prioritization.
Socid Reform Related Feeder Ports
DOTC ) On-going 2,652mil P | TransVisayas Region
Deve opment Project
TransVisayas Transport Network 17 Portsin Trans-Visayas
] = Being Prepared 3,230 mil P _ =
Project Region
] ] Western Part of the
PPA Western Sea-board Project Being Prepared o ]
Philippine Archiperago
Sudtainable Logistic Development _ ) 48 Routes, 96 Ro/Ro Ferry
On-going 3,500 mil P o
DBP Program (SLDP) Portsin Philippines
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The second is PPA's RO/RO ports development project. PPA focuses on the western side of the
Philippine archipelago. An effective trangport network has been formulated along the eastern side of
the Philippine archipelago. However, the transport network along the western side of the Philippine
archipelago has not been connected for a long time due to the existence of many sea links. PPA's
project, so-caled "Western Sea Board Project”, has been just launched together with the nationa
government's " Strong Republic Nautical Highway Project”.

The third is DBP's Sustainable Logistic Development Program (SLDP). DBP's SLDP Project has
been aready initiated under a privatization scheme. This SLDP's project is carried out using JBIC's 2
step loan. Ninety-six candidate RO/RO ports in the Philippines have been dready sdlected. Totd
project cost is 3.5 hillion pesos, and the project is planned to be initiated in 2004.

After reviewing dl RO/RO and feeder port development plans, the JCA Study Team proposes the
Nationwide RO/RO Port Development Plan, which consists of the following three development
categories. 1) Mgor Corridor Development Project, 2) Mobility Enhancement Project, and 3)
Remote Idand Project (see Table 18.10.2). These projects will be funded by the nationd
government's general fund or using low interest foreign loans, depending on the financid viability of
each port project. Among the above various port development schemes, DOTC's RO/RO and feeder
ports development projects and the JCA Sudy Team's Remote Idand project / Socid Reform
Related Feeder Port development project may not be financialy viable due to the low inter-idand
traffic demand. Accordingly, those isolated feeder port development projects need to be financidly
asssted by the government or PPA'sinterna fund appropriation/cross-subsidy.

Table18.10.2 RO/RO Ports Development Master Plan

Number of Candidate Ports Investment Cost (million pesos)
: After After
Project Short-term Longterm | Short-term Long-term
Short-term Short-term
2004 - 2009 2004 - 2024 | 2004 - 2009 2004 - 2024
2010- 2024 2010- 2024
Magor Corridors
S ports 3 ports 8 ports 850 2,550 3,400
Deve opment
Mobily 28ports 28 port: 54 ports 4,520 5,100 9,620
S , \ h
Enhancement [*] P P P
Remote  Idand
31 ports 61 ports 92 ports 1,705 3470 5175
Development [**]
Socid Reform 7 ports 15 ports 22 ports 161 345 506
Totd 71 ports 107 ports 176 ports 7,236 11,465 18,701

Note: [*] : The number of ports during the long-term period is not equa to the combined number of ports during the short-term and after
the short-term period, because the same port is often devel oped during the short-term period aswell as after the short-term period.
[**] : This category includs RO/RO ports connecting remote idands.
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18.10.2 Financial Scheme of RO/RO Ports Development

As described above, RO/RO ports development can be carried out using various financia schemes.
At large scde candidate RO/RO ports where the traffic demand and profitability are sufficiently high,
port investment from the private sector should be sought. DBP is financidly asssting private
investors in accelerating SLDP's RO/RO ports development program. Meanwhile, the medium scale
RO/RO ports project should be implemented by low interest foreign loans. The foreign governments
provided ODA loans for port projects which assisted regiona economic development and were
financialy feasble. DOTC is now planning to launch Trans-Visayas Trangport Network project.
DOTC heas, at the same time, been developing small scae feeder portsin rurd area. In generd, small
scale feeder ports are basically not financidly viable due to the limited sea traffic demand. Without
DOTC's generd fund, the development of those small scae feeder ports would not have been
redlized. The increase of the nationa government’s budget for infrastructure development is highly
recommended. On the other hand, PPA is playing an important role in accelerating RO/RO port
development. In particular, PPA is keen to develop RO/RO ports which are covered by the Strong
Republic Nautical Highway Network. PPA's new policy issued in 2003, states that al government
commercial ports not otherwise under the jurisdiction of another government agency or entity shall
belong to PPA's adminigtrative jurisdiction. The policy aso states that PPA may alocate funds for
appropriate studies and development of new portsareas and repair or maintenance of such other
exising ports under its adminidrative jurisdiction to make them effective dternative mode of
trangport and foster domestic or inter-idand trade and commerce. In line with PPA’'s new port
development policy, PPA will promote any scale RO/RO port development, taking prioritization and
project coordination into account. After coordinating financiad schemes, RO/RO port development
will be prioritized in order to enhance as effectively as possible.

Table18.10.3 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 Traffic
RO/RO Project A large 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 Traffic

RO/RO Project * A A °
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18.10.3 Profitability of RO/RO Ports Development Project

A great number of RO/RO candidate ports need to be urgently developed in the Philippines to meet
the growing inter-idand traffic demand and to accelerate regional economic development. It is
important to select the most appropriate financia scheme given the traffic demand. Assuming that
initia congtruction cost of RO/RO port is 73 million pesos, two case studies on short-haul RO/RO
port development project are conducted in order to find out the break point between financiadly
viable and non-viable projects. Thefirst caseis 2 round-trip shipping services per day by means of 1
RO/RO vessd navigation. The other case is 4 round-trip shipping services per day by means of 2
RO/RO vessd navigation. Based on the latest port charge and freight, vessdl procurement cost and
maintenance cog, it has been identified that the privatized project which deds with both port
congtruction and shipping operation for 2 and 4 round-trip services per day by means of used vessd,
isfinancidly viable. It was dso identified that the port construction project for 4 round-trip shipping
services per day by means of used vessdl isfinancidly viable. The summary of the analysisis shown
inTable 18.10.4. The break point analysis of inter-idand traffic demand is explained in detail below.

Table18.104 FRR of Typicad RO/RO Port Development Project

Number of servicedType of RO/RO|Vessal Resdlized FIRR Comparison of bank|
per day port development |purchasing interest rate
Port - 1.21% < 2.2%(ODA loan
construction interest)
Two(2) round- Used vessd 14.62% > 9.5%(DBP's
trip Service Shipping loan interest)
One(1) vessdl operation New vessel 3.81% < 9.5%(DBP's
deployment loan interest)
Port +shipping |Used vessel 11.09% > 9.5%(DBP's
loan interest)
Port - 4.56% > 2.2%(ODA loan
construction interest)
Four(4) round- Used vessd 14.84% > 9.5%(DBP's
trip services Shipping loan interest)
Two(2) vessel operation New vessel 3.94% < 9.5%(DBP's
deployment loan interest)
Port +shipping |Used vessel 13.31% > 9.5%(DBP's
loan interest)
Source: JCA Sudy Team

18.104 CaseStudy for 4 Round Service per Day using of 2 RO/RO Vessds

(1) Port Charge

A new RO/RO port charge was issued in 2003. The port charge rate has been reduced in order to
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simulate the RO/RO traffic demand in regiond areas. The new port charge is an inclusive tariff for
the use of port facilities and services and is dso collected by the port management body on a seerleg
journey at the port of loading or embarkation (see Table 18.10.5).

Table18.10.5 RO/RO Port Charge Issued by PPA in 2003

Vehicle Type Description Termina Fee
Type-1 Motorcycle, Tricycle, Scooter P 50.0
Type-2 Car, Minivan, Owner Jeep etc P 100.0
Type-3 Light Ddlivery Van, Pick-up Truck, PUJ (more P 200.0

than 16 pax)
Type-4 Stake Truck, Heavy Delivery Truck, Pax P 400.0
[Tourist Bus etc.

(2) Vessdl Cogt

Vessa cod is one of key factors when analyzing the finance of RO/RO shipping service. Table
18.10.6 shows vessel procurement cost in accordance with the RO/RO vessdl capacity. Larger vessdl
with more than 100 meter LOA can accommodate 35 heavy trucks and 500 passengers. However,
the vessdl procurement cost amounts to more than 800 million pesos. The vessal which isintroduced
to RO/RO ports, must be carefully selected depending on the exact sea traffic demand. In this case
study, 1,971 GRT RO/RO vess is chosen from among the 4 types of vessds. This vessel can
accommodate 14 heavy trucks and 400 passengers, and the procurement cost amounts to 545 million
pesos. The case study also consders the adoption of a used vessdl, assuming that used vessdl cost
and vess life are hdf of a new vessd. In particular, when low traffic demand is anticipated at a
target RO/RO port, introduction of a used vessd is recommended in order to reduce the financid
burden of theinvestor.

(3) Traffic Demand and Forecast Revenue

The case study for 4 round-trip shipping services per day is examined in this chapter. Assuming that
the candidate RO/RO link has 31 nauticad miles and average inter-idand traffic demand of 100
passengers and 14 trucks per one navigation, 2 RO/RO vessdls should be introduced to this sealink
in order to carry out 4 round trip shipping service per day. A 1,971 GRT vess is used in this case
study as an objective RO/RO vessel. The new RO/RO port tariff isaso adopted in the case study. Al
these assumptions being taken into account, a candidate RO/RO port will gain revenue of 3,920
thousand pesos in ayear. Meanwhile, a shipping company will gain revenue of 154 million pesosin
ayear asfreight charge (see Table 18.10.7).
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Table18.10.6 List of RO/RO Vessel Size, Dimenson, Capacity and FOB Price

Vesse Size Principal dimensions Capacity FOB Price

5500 GRT [LOA: 115m 8 ton truck: 35 818 mil pesos
Breadth: 16m Passenger: 500 (1,800 mil yen)
Draft: 4.45m
Gross Tonnage: 5,500ton

1,900 GRT |LOA: 66m 8 tontruck:14 545 mil pesos
Breadth: 12.5m Passenger: 400 (1,200 mil yen)
Draft: 3.45m
Gross Tonnage: 1,971ton

900 GRT LOA: 43m 8 ton truck: 7 386 mil pesos
Breadth: 11.5m Car: 10 (850 mil yen)
Draft: 2.36m Passenger: 300
Gross Tonnage: 867ton

20 GRT LOA: 28m Pickup truck: 6 113 mil pesos
Breadth: 8m Passenger: 180 (250 mil pesos)
Draft: 1.00m
Gross Tonnage: 20ton

Source: Japan Shipbuilding Industry

Table18.10.7 Revenuesfrom 4 Round -Trip Shipping Service per Day

Traffic Demand 100 passengers and 14 trucks (8 ton) per vessel
Port Charge & RO/RO Fare |Vessel(Usage) : P 0.6 per GRT
(New tariff and noterminal  [Passenger : P130 per person
operator service) Vehicle : P 200 per car
Termina fee : P 3,000 per vessel
Port Revenue Usage : P 1,656,000 ayear
Termina fee : P 3,920,000 ayear
Tota : P 167,280,000 for 30 years
Shipping Company's Revenue |P 154,000,000 a year
(Freight) P 4,620,000,000 for 30 years
Source: JCA Study team

(4) Comparison of Cost and Revenue

As shown in Table 18.10.8, cost/revenue comparison for port construction project indicates that
revenue is greater than congtruction cost. As explained in the previous section, FIRR of thisproject is
4.56 %. Therefore, the initial congtruction and yearly maintenance cost will be balanced by port
revenue in the long run, if alow interest rate loan can be obtained. At the same time, provided that
used vessdls are deployed the shipping business is also financidly viable in the long run, because
FIRR of shipping service project is 14.84 %. On the other hand, in case that an investor is involved
in both port construction and RO/RO shipping service for the objective sea link, total accumulated
revenue is still greater than total accumulated cost in the long run. FIRR of this project is 13.31 %.
Thisindicates that the investor’s long-term finance will be viable if financial assstance from DBP's
SLDP program can be obtained.
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Table18.10.8 Cost and Revenue Comparison of RO/RO Port Construction and Shipping Service

(4 Round-Trip Shipping Servicein aDay)

Port [Ferry Pier: P24,552; RO/RO Ramp: P11.518; Causeway :P1,246
Construction &  [Stair Landing :P3,200; Back Up Area :P27,766; Navigation Aids: P2,780
Operation Cost  |Access Road :P660; Shed :P1,250(thousand pesos)]
Sub total :P72,972 thousand + Operation Cost :P37,680 thousand
Ship Ship Procurement :P545,455 * 2 =P1,090,910 thousand/2 vessels
Procurement & Personnel (Ship) :(P700+P500* 5)* 2 ships* 365* 30 = P70,080 thousand
Operation Cost | Personnel(Land) :(P500+P400)* 2 ports* 365* 30 = 19,710 thousand
(31 Nautical Administration cost :Personnel* 60% = P53,880 thousand
Mile) Oil and minor repair :P25,000* 4* 350* 30 = P1,050,000 thousand
Maintenance cost :Vessel cost* 5% = P1,636,365 thousand
TOTAL :P3,920,945 thousand (30Ys)
Cost/Revenue Revenue/Cost = P167,280 thousand/ P110,652 thousand
Comparison Revenueis greater than construction cost. Initial investment cost will be
(Port Side) recovered by revenue in thelong run, if low interest loan is obtai ned.
Cost/Revenue Revenue/Cost = P4,620,000 thousand/ P3,920,945 thousand
Comparison Revenueis greater than shipping business cost.
(Shipping Side) | Business opportunity will come up.
Total Total revenue/ Total cost = P4,787,280 thousand/ P4,031,597 thousand
Cost/Total Revenueis greater than port and shipping business cost.
Revenue(Port+  |Loan can be returned, if low interest |oan is obtained.
Shiping)
Source: JCA Study team

18.105 CaseStudy for 2 Round Service per Day by meansof 1 RO/RO Ves#H

(1) Port Charge

The new RO/RO port charge was issued in 2003. The port charge rate has been reduced in order to
gimulate the RO/RO traffic demand in regiona areas. The new tariff rateis shownin Table 18.10.5.

(2) VesH Cost

The vessdl procurement cost by vessdl szeis shown in Table 18.10.6. To identify the break point of
seatraffic demand between financidly viable and non-viable projects, 1,971 GRT RO/RO vessd has
been chosen from among 4 types of vessdl. This type of vessal can accommodate 14 heavy trucks
and 400 passengers, and the procurement cost amounts to 545 million pesos.

(3) Traffic Demand and Forecast Revenue

Assuming that the candidate RO/RO link has 31 nautical miles and average inter-idand traffic
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demand of 100 passengers and14 trucks per one navigation, 1 RO/RO vessdl should be introduced to
thissealink in order to carry out 2 round shipping service per day. 1,971 GRT vessd is used in this
case study as an objective RO/RO vessdl. The new RO/RO port tariff is adso adopted in the case
study. All these assumptions being taken into account, a candidate RO/RO port will gain arevenue of
1.96 million pesos in a year. Meanwhile, a shipping company will gain revenue of 77 million pesos
inayear asfreight charge (see Table 18.10.9).

Table18.109 Revenuesfrom 2 Round -Trip Shipping Service per Day

Traffic Demand 100 passengers and 14 trucks (8 ton) per vessel
Port Charge & RO/RO Fare  [Vessel(Usage) : P 0.6 per GRT
(New tariff and no terminal Passenger : P130 per person
operator service) Vehicle : P 200 per car
Terminal fee : P 3,000 per vessel
Port Revenue Usage : P 828,000 ayear
Termina fee : P 1,960,000 ayear
Total : P 83,640,000 for 30 years
Shipping Company's Revenue |P 77,000,000 a year
(Freight) P 2,310,000,000 for 30 years
Source: JCA Sudy team

(4) Comparison of Cost and Revenue

The cost/revenue comparison for the port construction project indicates that revenue is less than the
congtruction cost (see Table 18.10.10). On the other hand, the shipping business in case of used
vessd procurement isfinancidly viable in the long run because FIRR of the shipping service project
IS 14.62 %. It isdso indicated that in case that an investor is involved in both port construction and
RO/RO shipping service for the objective sea link, total accumulated revenue is grester than total
accumulated cost in the long run. As explained in the previous section, FIRR of this project is
11.09 %. Accordingly, the investor’s long-term finance will be vigble if financia assstance from
DBP's SLDP program can be obtained.
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Table18.10.10 Cost and Revenue Comparison of RO/RO Port Construction
and Shipping Service (2 Round-Trip Shipping Servicein aDay)

Port [Ferry Pier : P 24,552; RO/RO Ramp : P 11,518; Causeway : P1,246;
Construction | stair Landing :P 3,200; Back Up Area: P 27,766; Navigation Ai2,780
ﬁo‘s)tpera“ ON | Access Road:P 660; Shed:P 1,250 (Thousand Pesos) |

Sub total : P 72,972 thousand + Operation Cost : P 37,680 Thousand

Ship Ship Procurement: P545,455 thousand /1 Vessel

Procurement Personnel (Ship) : (P700+P500* 5)* 365* 30 = P 35,040 Thousand
gogpgf“ O | personnel (Land):(P500+P400)* 2ports * 365*30 = P 19,710 Thousand
Nautical Mile) Administration cost: Personnel * 60% = P 32,850 Thousand

Qil and minor repair: P 25,000 * 2rounds* 350* 30 = P525, 000 Thousand
Maintenance cost: Vessel cost *5%* 30 = P 818,183 Thousand

TOTAL: P 1,976,238 Thousand (30Y's)

Cost/Revenue | Revenue/ Cost=P 83,640 Thousand / P 110,652 Thousand
Comparison Revenue is less than Construction Cost. Initial Investment Cost will
(PORT Side) | not be recovered by revenue even in the long run.

Cost/Revenue | Revenue/ Cost=P 2,310,000 Thousand/ P1,976,238 Thousand
Comparison Revenue is Greater than Shipping Business Cost.

(Shipping Side) | B,qness Opportunity will come up.

Tota Total Revenue /Total Cost = P 2,393,640 Thousand / P 2,086,890 Thousand
Cost/Total Revenueis Greater than Port construction and Shipping Business Cost.
revenue (Port +

Loan Can be Paid Out, If Low Interest Loan is Appropriated.

Shipping)
Source: JCA Study team

18.10.6 Cash Flow Analyssof RO/RO Port Development Project

As described earlier, FIRR shows the profitability of the project during the project life, but it cannot
show the actua financia burden of the project promoter. The financia burden isindicated only by a
cash flow of the project. The cash flow of port construction and shipping service project for 4
round-trip shipping service per day is shown in Table 18.10.8 and Table 18.10.9. What is the most
important here is that the ending cash balance tends to become deficit during the short-term period.
This is because the RO/RO port and shipping investor must continue to service the domestic loan
before the RO/RO terminal begins operation. The maximum accumulated deficit of the project is
52.7 million pesos. If the investor does not possess sufficient funds to balance the cash flow in the
short run, the project will be in jeopardy. The short-term deficit of a project profitable in the long run
isone of the most important factors when the port project finance is planned.
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Table18.10.11 Cash How of RO/RO Searlink Servicefor 4 Round-Trip Shipping Services

per Day (1) (Unit: million pesos)

CASH FLOW 2005 |2006 |2007 |2008 |2009 |2010 (2011 (2012
1.Cash Beginning 0 0] -12,673] -29,295 -41,506| -49,305| -52,693 -51,669
2.Cash Inflows 72,972 545,455 159,576 159,576 159,576] 159,576| 159,576| 159,576
+Revenues - -| 159,576] 159,576] 159,576 159,576| 159,576 159,576
+Foreign Loan

+Domestic Loan 72,972 545,455 - - - b - b
3.Cash Outflow 72,972 558,128] 176,198 171,787| 167,375 162,964| 158,552| 154,141
+Personnel - - 3322 3322 3322f 3322 3322 3,322
+Administration - - 1,993 1,993] 1,993 1,993 1,993 1,993
+Repair & Mainten'ce - -| 28,003 28,003] 28,003 28,003] 28003 28,003
+0il & Repair - -| 35,000 35,0000 35,0000 35,000] 35,000 35,000

+Foreign L. Repay

+Foreign Interest

+Domestic L. Repay 4,865 41,229 41,229 41,229 41,229 41,229 41,229
+Domestic Interest 7,808 65,651 61,2401 56,828 52,417 48,005 43,594
+Capital Outlay 72,972| 545,455 - - - - - -
+Dividend Tax

4.Cash ending 0| -12,673| -29,295 -41,506| -49,305 -52,693| -51,669 -46,234

Table18.10.12 Cash Flow of RO/RO Searlink Servicefor 4 Round-Trip Shipping Services

per Day (2) (Unit: million pesos)
CASH FLOW 2013 | 2014 | 2015 T 2016 | 2017 T 2018 | 2019 | 2020
1.Cash Beginning -46,234] 35387 20,129 -459] 23,622] 52,115 84,917 122,237
2.Cash Inflows 150,576] 159,576 159,576 159,576 159,576 159,576 159,576] 159,576
TRevenues 159,576] 159,576 159,576] 159,576 159,576 159,576 159,576] 159,576

+Foreign Loan

+Domestic Loan

3.Cash Outflow 148,729] 144,318| 139,906] 135,495 131,083 126,774 122,261 117,849
+Personnel 3,322 3,322 3,322 3,322 3,322 3,322 3,322 3,322
+Administration 1,993 1,993 1,993 1,993 1,993 1,993 1,993 1,993
+Repair & Mainten'ce 28,003 28,003] 28,003] 28,003 28,003 28,003 28,003 28,003
+0il & Repair 35,0000 35,000 35,000 35,000 35,000 35,000 35,000 35,000

+Foreign L. Repay

+Foreign Interest

+Domestic L. Repay 41,229 41,229 41,229 41,229 41,228 41,227| 41,227| 41,227
+Domestic Interest 39,182 34,771 30,359 25,948] 21,536| 17,124] 12,714 8,302
+Capital Outlay

+Dividend Tax

4.Cash ending -35,387] -20,129 -459] 23,6221 52,115 84,917 122,232| 163,959

18.10.7 Reduction of RO/RO Port Construction Cost

Reduction of RO/RO port congruction cost substantially improves the project financid viability.
Generally speaking, RO/RO port congtruction cost is 50 to 100 million pesos. This RO/RO port's
congtruction cost is estimated by adopting the typical construction standard and the typica Unit
congtruction price. The above congruction cost is dso including the cost for RO/RO ramp, sair
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landing, causeway, back up area, navigation aide, access road, and passenger termina. Among these
port facilities, pavement of back up areas, congtruction of passenger termind etc. can be postponed
until the port is fully operational and begins to collect port fees. The construction of access road
should be aso 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
congruction cost. All these efforts to reduce RO/RO port congtruction cogt is one of the most
effective ways to make RO/RO port development projects financidly viable. If 50 % construction
cost reduction is achieved, viability of RO/RO port development projectsisimproved.

18.11 Private Sector Participation

Increasing private sector involvement in public port development is an important policy of the
Philippines. In general, when the value of FIRR is greater than 15% or private bank’s interest rate, it
islikel that the private sector will be interested in financing a port devel opment project. On the other
hand, when the FIRR vaue is not greater than 15 percent, that project has to be financially asssted
by low interest foreign loan. ADB’s interest rate is 5.6 to 5.8% with a 10 year grace period. JBIC's
interest rate is 2.2% with a 10 year grace period. The required vaues of FIRR for privatized project
implementation as well asforeign loan appropriation are shown in Table 18.11.1. Whenever possible,
however, private sector participation should be sought.

Various types of Private Sector Participation (PSP) in the port business are shown in Table 18.11.2.
Each scheme is differernt in terms of ownership, management and operation of ports. The most
advanced PSP is, needless to say, 100% privatization. Lease for Operation and B.O.T. for port
development are getting popular in many countries of the world. Manilas MICT can be classfied as
aconcesson type form of PSP,

Table18.11.1 Rdation of FIRR and Port Financia Revenue

FIRR FINANCING REMARKS

Project's Privatization; Supervision is required to ensure public utilization

FIRR>16-17% B.O.T/Concession Contract | of ports.

Project's Vesse procurement & shipping business can bg
DBP(9.5-11%,15Y) o _

FIRR>12-13% financially asssted.

Aroject Interest rate was sharply reduced in 2002.

oject's
) ADB(5.6-5.8%,25Y) However, atight loan policy for port infrastructure
FIRR>7-8% .
development has been introduced.

Project's ) )
ODA(2.29%,30Y) The lowest interest rate currently available.

FIRR>3-4%

Project's . Government or public fund must be efficiently
Locd or Public Fund ) N

FIRR<2% alocated. Cross-subsidy can be utilized.
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Table18.11.2 VaiousTypesof Private Sector Participation
: Management/ -
PSP Type Ownership . Financia Risk
Operation
Management Contract Public Public/Private Public
Lease Public/(Private) (Public)/Private (Public)/Private
Concession/Joint Operetion Public Private Private
B.O.T. Private>>>Public Private Private
Joint Venture Public/Private Private Private
Privatization Private Private Private

A generd shift from direct control by the public sector to land lord type management can be
observed in the management of ports throughout the world (see Table 18.11.3). However, the Port of
Singapore Authority and many ports in the United Kingdom have shifted from direct control by the
public sector to complete privatization. Manila's MICT can be said to be landlord type management.
Among port privatization projects in the Philippines, 6 port projects are planned to cope with urgent

development needs by mobilizing private funds.

Table18.11.3 Typicd Port Management Patterns Participation

Pettern | Pettern [1 Pettern 111
(Direct Management by Public) (Landlord Type Management) (Commercialization:100%Private)
India
Philippines
Vietnam
> Singapore
Cambodia
» PRC
UK
USA <
Japan
Thailand
South Korea
New Zedand
Netherlands
Source: JCA Sudy Team
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Table18.114 Lig of Port Privatization Projectsin Philippines
Port Investor Fund Project Description
ManilaMICT ICTS ICTS MICT’s6th Internationa Container Berth
(- 13m) by the year 2009
South Harbor ATI ATI 1 Container Berth (-11m to —13.5m) in the
short run.
4 More Container Berths (-11m to —13.5m)
inthelong run.
48 Candidate Private Investor DBP’'sLoanis RO/RO Ferry Ports Development Project.
RO/RO Portsin Avalable 10-11% Grain Termind a Manila, Batangas, Cebu
the Philippines Interest Ratewith 15 | and Cagayan de Oro.
year Loan Period.
North Harbor Shipping and Private Fund North Harbor Modernization Project.
Stevedoring
Companies
BREDOCO BREDOCO Bacolod Red Egtate | Multi-purpose Termind for domestic cargo.
Port Development Co.
Harbor Center | Harbor Center Port | Harbor Center  Port | Multi-purpose Termind for domestic cargo.
Termind Inc. Termina Inc.

In addition, it is necessary to offer incentives to secure private sector participation. The JCA Study
Team recommends that measures such as loca tax breaks or exemption, financia support from the
nationa government, financid assistance from public banks and raising the port charge should be
introduced to attract private investment in public port development (see Table 18.11.5).

Table18.115 Investment Incentivesto Acceerate Privatization for Public Port development
1. Locd tax Corporate tax, land acquistion tax which are collected by loca governments, should be
bresks/exemption reduced for a certain years to private investors who are involved in public port devel opment.

More than hdf of loca governments in the Philippines, are kegping their finance surplus
every year. It could be possible for many loca governments to provide private investors with
tax exemption.

2. Financia support from
netional government

DOTC's national budget should spend for financialy asssting LGUs on condition that those
LGUs plan to congtruct public ports in financia collaboration with private investors. 50%
national fund and 50% private fund will make public port development project financialy
viable

3.Financid assgtance
from public bank

DBP is planning to establish a public corporation which will provide shipping companies
with vessdls for shipping operation. This newly built public corporation should financidly

(Appropriationof newly | as3gt private investors in developing public ports, because shipping companies are often
built DBP's public involved in both shipping operation and port congtruction/port management. Shipping
corporation'sfundto port | company's port construction and shipping operation financialy asssted by newly built public
congiruction) corporation, isone of the mogt efficient meansto realize RO/RO sarvicesin rurd aress.

4. Port charge The present port charge, in particular domestic cargo charge, is st up to very low level. Due
normalization to the low port charge rate, private sectors are losing to be involved in public port

development business. To increase private sector's investment incentives for public port
development, the present port charge rate should be raised step by step in order for private
investor's finance to become financidly vigble.
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18.12 Proposad Financial Policiesfor Public Port Development

Philippine ports, both public and private, must cope with growing cargo and passenger traffic.
Accordingly port capacity must be expanded and the cargo handling system must be modernized. To
carry out the necessary port development, large funds are required. However, public funds for
infrastructure investment are very limited. Fortunately, the overdl financid condition of PPA, the
nation’s largest port authority, is quite good. However, PPA'sincomeis amost solely derived from its
international container berths. In fact, ports which do not handle international container cargo (90%
of portsin the PPA ports system) do not generate enough revenue to be financially autonomous.

Under this tight financid Stuation, al possble financia sources including private funds must be
utilized in order to equip ports with al necessary port facilities and equipment. Therefore, al port
management bodies in the Philippine should adopt strong and practical financid policies to
implement urgent port development needs.

First of dl, port financing must be integrated. If a port management body does not have sufficient
funds to implement a priority project, funds must be sought from any available source. Interna fund
appropriation or cross-subsidy isone of the most practical funding methods. In addition, privatization
should be taken into account. Low interest loan and issuing of bonds are measures to secure the
necessary fundsfor infrastructure investment.

Secondly, to redize the maximum utilization of the limited investment fund for port development,
over-investment and duplication of investment must be eliminated. In this sense, coordination of the
port investment plan should be carried out at the national government leve.

Thirdly, port devedlopment projects should be carefully selected and prioritized in an integrated
manner. The timing of project implementation should be appropriately determined based on the
accurate prediction of capacity requirement. The role of the national government and port authorities
isvery important to coordinate mgor port investment plans.

Fourth, port financing should be flexible and viable. Port income is actudly the result of day-by-day
port activities. Accordingly, port financial planning tends to be changed and reviewed from time to
time based on the latest cost and revenue information. In particular, when a project promoter borrows
aforeign loan, that promoter should aways take into account the fluctuation of foreign exchange rate.
If the vaue of the Philippines Peso declines in future, the actua amount of loan repayment will

become much greater than the original amount. In this sense, phased investment planning is highly
recommended. Thefinancid policesto be taken are summarized in Table 18. 12.1.
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Table18.12.1 Financia Policiesto be Taken

1. Integrated port financing is urgently needed. Both public and privaie sectors should participate in port
development and improvement.

2. Duplication of investment must be avoided. Both seaand land transport investment should also be coordinated to
establish an efficient trangport network in the region.

3. The nationd government and public port authority should take the initiative in project implementation.

4. Port financing should be flexible and viable. Financing scheme should also be reformed to make the best use of
al possible funds (Cross-subsidy, Private sector involvement, and Phased investment).

18.13 Proposed Financial Strategiesfor Public Port Development

Based on the financia policies described in the previous section, practica financid strategiesfor port
development should be taken to accelerate port investment as effectively as possible without delay.
The basic drategy for project implementation is interna fund appropriation or cross-subsidy. As
described earlier, PPA's finance is highly dependent on revenue from international container cargo.
Due to the remarkable tariff difference between internationd and domestic cargo, international
container terminas gain much revenue, while domestic multi-purpose terminas gain comparatively
little. Thus, transfer of funds from profitable internationa container ports to domestic multi-purpose
ports and rurd feeder ports should be introduced to develop all necessary ports in the Philippines.
Secondly, loan appropriation should be utilized as effectivdly as possble to accelerate port
development. In particular, ODA can provide port public port management bodies with low interest
loans with along repayment period. However, any foreign loan is not unlimited. The private sector is
aso able to obtain from DBP loan. The interest rate of DBP's loan is actualy higher than foreign
loan interest rate, but DBP's Peso loan is not affected by fluctuations in the foreign exchange rate.
Thirdly, private sector participation should be accelerated. Fortunately, some private enterprises in
the Philippines have successfully undertaken port construction, management and operation. Harbor
Center in Manila North Harbor and BREDOCO multi-purpose terminal are typicad examples of
successful private sector involvement in port infrastructure investment. In order to accelerate private
sector participation in the Philippines, loca tax exemption, national government financid assistance
to public/private joint venture projects, and financial assstance to private investors by means of
newly built DBP's public corporation fund should be introduced to private sector's port development
scheme. It is aso necessary to reduce project costs by utilizing existing port facilities as much as
possible. In addition to these financia Strategies, the national government should increase investment
in infrastructure and issue bonds when a sufficient level of economic growth has been attained.
Recommended financid strategies are summarized in Table 18.13.1 and 18.13.2.
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Table18.13.1 Financid Strategiesto be Taken (1/2)

Relevant Projectsto
, . Financia Policy
Finencial Stretegy Financial Resources Concerned, and Remarks
Menus :
Implementing
Agencies/Private Sector
1. Practicd Use of A number of financid LGUs, or private Cod reduction will
Exiging Facilitiesand | resources are utilized, investors, which planto | increasethe viability of
Formation of depending on project's congtruct RO/RO ports, | projects.
Cogt-saving Project financid viability. in particular small scale
rural portsfor inter idand
transport.
2. Interna Fund Port revenues, mainly Almog dl domestic Growing international
Appropriation or Cross | generated by cargo handling facilities, | container cargo handling
Subsidy international container including RO/RO and revenues can be used to
cargo handling feeder portsinrura aress. | cross-subsidizeprojects.
3. Port Charge Port charge should be All port development It is necessary towin
Normdization normdized (raised) indl | projects except understanding on port
accordance with the international container charge normalization
gppropriate port port development project. | from port usersand
operation and shippers.
management cost.
4. Domestic Loan DBPs2 Step Loan: 85% | Large/ medium scale Interest rateis|lower
Appropriation t0 11%, depending on RO/RO ports than private bank'srate.
project viability. Loan development projects; Borrowersdo not have
periodis 15 years. Graintermind projectsat | toworry about
Manila, Batangas, Cebu | fluctuationsin exchange
andCD.O. rates.
5. Acceleration of Concesson/BOT are Further international Revenue share between
Private Sector becoming more common | container terminas at public and private sector
Participation -BOT or in Philippines. Private ManilaPort(ICTS, ATI). | must beachievedina
Land Lord Type Sector can UtilizeDBPs | Multi-purposedomestic | competitive manner.
Privatization- 2 Step Loan. terminalsat North Public berth utilization
Harbor. must be secured and
maintained.
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Table18.13.2 Financid Strategiesto be Taken (2/2)

Reevant Projects  to

Financid Strategy Finendial Policy
Financial Resources Concerned, and Remarks
Menus )
Implementing
Agencies/Private Sector
6. Bond Issuing Both international and Highinterest rateis Bond issuing agency
(Long-term Policy) domestic monetary anticipated for bond must satisfy the
resources can be repayment. Thus, bond financia reliability
collected. Useful and issuing should be requirement. Financia
necessry whenforeign | redtricted to profitable viability of project must
|oan disbursement port development aso be verified.
reaches the maximum. projects. (International
container terminds,
internationa bulk
terminals)
7. Foreign Loan Low interest foreign loan: | Medium scale port Projects mugt stisfy
Appropriation ADB-5.6% 10 5.8% development projects. required FIRR vdue.
interest with 25 year loan | Internationd container Foreign currency
period; JBIC- 2.2% termind projectsare mogt | stability must beaso
interest with 30 year loan | suitable. taken into account.
period.
8. Expansion of Nationa government's RO/RO feeder ports Nationd government's
National Government's | genera account. At development projectsin | tight financia condition
Infrastructure present, some 1% of particular, smdl scae is expected to continue.
Investment Budget national capita outlay is | RO/RO feeder portsrely | DOTC'sfund should be
(Long-term Palicy) spent for public ports. on the nationd invested injoint venture
government'sfund. port projects between
LGUsand private sector
to accelerate port
development.

18.14 Foreign Loan Appropriation

L oan appropriation is often taken in order to accelerate project implementation for port devel opment.
Needless to say, a project must satisfy the loan requirements. EIRR and FIRR of the project must be
gregter than a certain value to judtify the financia soundness of the project. The project must aso
satisfy the budget congtraint of the loan. Usualy, the budget constraint of the project islessthan U.S.
300-400 million dallars. The borrower should also take loan repayment and interest into account.
L oan project records for port development in the Philippines are listed in Appendix 18.14.
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