ANNEX – ANNUAL SECTORAL REPORT

Chapter 3: Services


	                                                                                                                                                                                                                                                                       Chapter 3 (k:1) : Transport Services: Maritime

	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Operational Requirements


	Issuance of the Implementing Rules and Regulations of Republic Act No. 9295 known as the “Domestic Shipping Act of 2004.”

Issuance of MARINA Circular No. 2006-003 on the Revised Guidelines on the Accreditation of Domestic Shipping Enterprises of Entities.
MARINA Memorandum Circular No. 105/105-A on the Guidelines on the Temporary Utilization of Foreign-owned/Registered vessels and Philippine-registered Overseas Vessels in the Domestic Trade.


	The Maritime Industry Authority (MARINA) exercises regulatory/supervisory and promotional/developmental functions over the four major sectors of the country's maritime industry, namely,  domestic shipping, overseas shipping, shipbuilding/shiprepair and maritime manpower.

“No franchise, certificate, or any other form of authorization for the operation of a public utility shall be granted except to citizens of the Philippines or to corporations or associations organized under the laws of the Philippines at least 60% of whose capital is owned by such citizens nor such franchise certificate or authorization be exclusive in character or for a longer period than 50 years”.

Generally, the International Conventions of the International Maritime Organization (IMO) governing maritime safety and the protection of marine environment and other international standards, like ISM Code would apply to Philippine-flagged vessels.

EO 185 provides that all routes/links shall have a minimum of two operators.
Detailed operational requirements on the improvements and the current regime can be viewed at 
http://www.marina.gov.ph/policy. 

The contact point for further information is:

The Undersecretary for Maritime Transport, Department of Transportation and Communications (DOTC)
and Officer-in-Charge, Maritime Industry Authority (MARINA) 
TRIDA/Masagana Bldg., Taft Ave. corner T.M. Kalaw

Ermita, Manila 
Telefax:  (632) 523-9078 


	The Philippines  will  continue to review the consistency of maritime-related policies and legislations on international shipping laws and practices.
Memorandum Order No. 244 was issued on 22 March 2007 with the end in view of coming out with a law encouraging direct foreign investments in the maritime industry by coming up with a rationalized rules and regulations on foreign investments and providing a schedule of incentives, to be spearheaded by the DOTC.

	Licensing and Qualification Requirements of Service Providers


	Detailed licensing and qualification requirements can be viewed at 
http://www.marina.gov.ph.

Issuance of MARINA Circular No. 2007-02 on the Amended Implementing Rules and Regulations on the Registration of Ship Builders, Ship Repairers, Afloat Ship Repairers/Service Contractors and Boat Builders/Repairers.

Issuance of the Implementing Rules and Regulations of Republic Act No.9295 known as the “Domestic Shipping Development Act of 2004.” 
	New entrants must be evaluated according to established guidelines consistent with existing legislations, policies, goals and objectives of the  economy for the maritime industry.

Overseas Shipping

MARINA Memorandum Circular No. 182 provides that only shipping companies, firms and entities accredited under MARINA Memorandum Circular No. 181 shall be allowed to operate Philippine-registered ships in international voyages and acquire ships under PD 760, as amended.  Accreditation is granted to shipping companies, firms, and entities established under Philippine laws and authorized to engage primarily in overseas shipping.  
The general requirements for registration and accreditation of shipping companies which  shall operate ships in international trade, are as follows:
· Applicants must be Philippine nationals or a partnership or association wholly owned by and composed of citizens of the Philippines; or a corporation organized under the laws of the Philippines of which at least 60% of the capital stock is owned by Philippine nationals.

· the company’s minimum paid-up capital shall be P7.0 million for shipowners, and P10.0 million for non-shipowners. 
· Applicants must be financially capable to substantiate their financial requirements.
·  the Chief Executive and Chief Operating Officers (or if they are one and the same person, the next ranking Operating Officer also) shall be citizens and permanent residents of the Philippines and at least two (2) of the principal officers (e.g., President, Vice President for Operations, General Manager, or their equivalents) shall have at least 5 years experience in ship management, shipping operations and/or chartering; and any change of these principal officers shall be approved by MARINA.

· All Philippine-registered ships must be manned by Filipino national crew.
· A Philippine-registered ship may, under circumstances to be determined by MARINAhave onbaord supernumeraries provided that they shall not perform any functions of the crew nor interfere with the operation/management of the ship. 
· Applicants must have the necessary qualifications to engage in shipping business, viz., effective management, competency and capability.

· With regard to technical requirements, they should comply with 1997 Philippine Merchant Marine Rules and Regulations (PMMRR 1997), as amended, and internationally accepted rules and regulations, relevant IMO safety standards embodied in the SOLAS 74/78 and MARPOL 73/78/2000 which include the mandatory compliance with the International Ship and Port Facility Security (ISPS) Code by Ships 500gt and above. 
· Companies without owned ships shall be allowed to acquire ships through bareboat chartering up to a maximum of ten (10) ships while shipowning companies have no limit as to the number of ships to be chartered.
· The bareboat charterer shall ensure that payment of the 4.5% withholding tax on gross charter hire is remitted to the Bureau of Internal Revenues.
· Companies with bareboat chartered ships shall deposit on favor of the MARINA with any reputable commercial bank the amount equivalent to One Hundred Thousand Pesos (Php 100,000.00) per ship to answer for the payment of the 4.5% withholding tax, fines and penalties due the government in the event that company fails to settle the same upon deletion of the hip from the Philippine Registry.  In addition, companies shall post a surety bond per ship in an amount equivalent to the cash bond.  After the deletion of the ship from the Philippine Register of Ships, the amount of Php 100,000.00 may be withdrawn provided that proof of payment of all taxes/penalties due the government by reason of the registration of the ship under the Philippine flag had been submitted.  Ship-owning companies shall be exempted from this requirement for their bareboat chartered ships.
· All ships registered under the Circular shall not be deleted from the Philippine Registry/reverted to its foreign flag or registry without the prior approval of the Administration.
· The company shall comply with all laws, rules and regulations pertaining to Philippine flag ships.

Domestic Shipping

No Franchise, certificate or any other form authorization for the carriage of cargo or passenger, or both in the domestic trade, shall be granted except of domestic ship owners or operators that have been accredited under MARINA Circular No. 2006-003.
MARINA Memorandum Circular No. 105/105-A provides that no foreign vessels shall be allowed to transport passengers or cargo between ports or place within the Philippine territorial waters, except upon the grant of Special Permit by the MARINA when no domestic vessels are available or suitable to provide the needed shipping service and public interest warrants the same.
The general requirements for registration and accreditation of shipping companies which shall operate ships in domestic trade are as follows:

-     The applicant must be a citizen and permanent resident of the 

       Philipines, or a corporation or co-partnership, association or 
       joint-stock company constituted and organized under the laws 

       of the Philippines, with at least 60 percent of the subscribed 

       capital belonging entirely to citizens of the Philippines.

-     For corporations and partnerships, the primary purpose of the 

      entity, as refected in the Articles of Incorporation or Articles of

       Partnership, shall be to engage in domestic shipping 
       business/operation.   For single proprietorships, it shall have 

       domestic shipping business/operations as a major activity or 

concern and be duly registered with the Department of  Trade and Industry.

-     On management competence,  for corporations and 

       partnerships, at least two of the company's principal officers 

       (e.g., President, Vice-President for Operations or General 

       Manager, or their equivalents) shall have a minimum of two 

       years experience in ship management, shipping operations and/ 

       or chartering.  In  the case of corporations,  the Chief Executive 

       Officer (CEO) and the Chief Operating Officer (COO) or their 

       equivalents, shall be citizens and permanent residents of the 

       Philippines.   For single proprietorships, the owner/operator or a 

       principal officer shall have a minimum of two years experience in 

       ship management, shipping operations and/or chartering.  For  owners/operators whose motor bancas have total gross tonnage that range from 1-35 GRT, submission of the following documents shall be required instead:  GRT of below 3 – certificate of Number/Permit to Operate and Motorboat Operator License; and GRT of 3 - 35 – Boat Captain License and Marine Diesel Mechanic License.
-      On capitalization, in the case of corporations,  the required 

       minimum paid-up capital shall be dependent on the total GRT of 

       its owned/operated vessels ranging from P0.5 tp P6 million.   

       For companies still without any vessel owned/operated at the 

       time of filing of application, a minimum paid-up capital of P0.5 

       million shall be required.  In case of partnerships, it shall have a 

       minimum capitalization dependent on the total GRT or its 

       owned/operated vessels ranging from P50,000 to P500,000 as 

       reflected in the Articles of Partnership or a certification issued by 

       the Securities and Exchange Commission (SEC) for new and 

       existing companies, respectively.  However, for corporation and   

       partnership owning tankers and barges hauling oil in the case of 
       single proprietorship, the proprietor/owner shall have a minimum 

      capitalization ranging from P15,000 to P200,000, proof of which  

      shall be reflected in the duly audited financial statement. 
· The required paid-up capitalization for an applicant for accreditation/renewal of accreditation shall be Php 2,500.00 per gross tonnage.
For operators of ships, other than tankers and/or barges hauling oil or petroleum products: 
Total GT

Required Paid-Up Capital

10 GT and below 

Php 25,000.00

Above 10 GT to 11 GT

Php 27,500.00

Above 11 GT to 12 GT

Php 30,000.00

.....

…..

Above 4,998 to 4,999 GT

Php 12,497,500.00

Above 4,999 GT

Php 12,500,000.00

For operators of tankers and/or barges hauling oil or petroleum products:  
Total GT

Required Paid-Up Capital

2,000 GT and below 

Php 5,000,000.00

Above 2,000 GT to 2,001 GT

Php 5,002,500.00

Above 2,001 GT to 2,002 GT

Php 5,005,000.00

.....

…..

Above 4,999 GT

Php 12, 500,000.00

· In the grant of a Certificate of Public Convenience (CPC) under the Implementing Rules and Regulations of RA 9295, applicants must be financially capable to provide and sustain safe, reliable, adequate, efficient, and economical service in undertaking the proposed shipping service.
· All vessels operated by domestic ship operators shall at all times be in seaworthy condition, properly equipped with adequate life-saving, communication, safety, and other equipment operated and maintained in accordance with the standards set by MARINA, and manned by duly licensed and competent vessel crew.

Validity of CPC:

For companies with ships and hull other than wood:
Years of Operation

Validity of CPC

More than 10 years 

25 years

More than 5 years up to 10 years 

15 years

5 years and below 

10 years

For wooden-hulled ships, CPC shall be valid for five (5) years.  For those operators with ships the hulls of which are made of wood, steel and/or other materials, the CPC shall be valid for five (5) years.

Domestic ship operators are authorized to establish their own domestic shipping rates, as long as, effective competition is fostered and public interest is served. 

Safety standards: all vessels operated by donestic ship operators shall at all times be in seaworthy condition, properly equipped with adequate life-saving communication, safety and other equipment, operated and maintained in accordance with the standars set by MARINA, and manned by duly licensed and competent vessel crew. 
Compulsory Insurance Coverage: t o meet its financial responsibility for any liability which a domestic ship operator may incur for any breach of the contract carriage, a Compulsory Insurance Coverage for Passenger and Cargo shall be required. 

Fees: The MARINA have the power to impose, fix, collect and receive, in accordance with the schedules approved by its Board, such fees necessary for the licensing, supervision, regulation, inspection, approval and accreditation of domestic ship operators and the promotion and development of the country’s maritime industry. The MARINA have the power to establish and manage a trust fund for this purpose.  
The contact point for further information is:

The Undersecretary for Maritime Transport, Department of Transportation and Communications (DOTC)

and Officer-in-Charge, Maritime Industry Authority (MARINA) 
TRIDA/Masagana Bldg., Taft Ave. corner T.M. Kalaw

Ermita, Manila 
Telefax:  (632) 523-9078 

Shipbuilding, Ship Repair, Boatbuilding, and Shipbreaking
Presidential Decree 1221 mandates that all Philippine-owned and/or registered vessels shall undertake all repairs, improvement, alteration, reconditioning, conversion or dry docking with MARINA-registered ship repair years, provided that MARINA may exempt any such vessel from this requirement in any of the following cases:

· When as a result of collision. Grounding, heavy weather, breakdowns and other perils of the sea occurring abroad, the vessels suffers damages necessitating emergency and/or extraordinary repairs, and it is impracticable that such vessel be brought to the Philippine for the needed repairs;
· When on account of existing prior commitments or due to inadequacy or lack of service facilities of MARINA-registered ship repair yards, as determined by MARINA, the repairs or works sought to e undertaken on  the vessel cannot be accommodated by such ship repair yards; 

· When the Philippines is not one of the vessel’s port of call, in which case a waiver from the said requirement must be obtained from MARINA; and 

· All other meritorious cases as may be determined by MARINA. 

The Implementing Rules and Regulations of RA 9295 defines a Shipbuilder and/or Ship Repairer as a citizen of the Philippines, or a commercial partnership owned by a majority of Filipinos, or a corporation incorporated under the laws of the Philippines, the capital of which is owned or controlled in any proportion by Filipinos or foreign nationals, or by both such Filipinos or foreign nationals, or by corporations whether Filipino or foreign-owned, which is duly authorized by the MARINA to engage in the business of ship building or ship repair or to otherwise operate a shipyard, graving dock marine repair yard.
On the basis of MARINA Circular No. 2007-02 on the Amended Implementing Rules and Regulations on the registration of Ship Builders, Ship Repairers, Afloat Ship Repairers/Service Contractors and Boat Builders/Repairers, for an applicant to be registered, it must own/lease/operate and manage a shipyard or boatyard, or in the process of building its own shipyard or boatyard, except for applicant engaged in afloat ship repair/service contracting.  In cases where the yard is leased, the contract of lease should not be less than one (1) year from the grant of the MARINA license.
The name of the company shall reflect the nature of operation of the business.  The Articles of incorporation and By-laws shall reflect shipbuilding, and/or boatbuilding/repairing/ship repair/afloat ship repair/service contracting as one of the primary purpose(s).

Classification and Capitalization for Shipbuilding and Ship Repair, Boatbuilding and Afloat Ship Repair/Service Contracting Entities:

The general requirements for registration and licensing of shipbuilders, ship repairers, boatbuilders and shipbreakers are as follows: 
· The undertaking of shipbuilding, ship repair, boatbuilding and/or shipbreaking, must be within the principal propriety, partnership or corporate powers of the applicant. 

· The company’s managers/operators and principal officers must have sufficient educational background/ training and/or experience in shipbuilding, ship repair, boatbuilding and/or shipbreaking.

· For shipyards, the company must own, lease, operate and manage a shipyard equipped with slipway, graving dock, lift dock or floating dock, or be in a process of building its own shipyard with the following facility capacity:

· Large Shipyard      -     7,500 dwt & above

· Medium Shipyard  -     1,500 – 7,499 dwt
· Small Shipyard      -     below 1,500 dwt

· The company must have a minimum paid- up capitalization for the following categories:
· Large Shipyard     -      Php 10,000,000.00

· Medium Shipyard -      Php  5,000,000.00

· Small Shipyard     -      Php  1,000,000.00

· Ship Repairer       -      Php 100,000.00

· Boatbuilder           -      Php 15,000.00

· Shipbreaker          -     Php 5,000,000.00

The company must have a pool of permanent personnel (skilled and technical) including a licensed naval architect, a licensed marine engineer and a duly designated safety officer for shipyards and shipbreakers. 
Maritime Manpower 

All maritime training centers and concerned maritime training entities which will offer and conduct training required by MARINA for officers and crew onboard Philippine-registered ships operating in Philippine waters are required to be accredited in accordance with MARINA Memorandum Circular No. 174 prior to the conduct of said trainings:

The applicants must meet the following qualification requirement s:

1.  Must be a Filipino citizen or a corporation/partnership with at least sixty percent (60%) of the authorized capital stock/shares of which is owned by Filipinos;

2.  The articles of Incorporation/partnerships or DTI Registration must reflect the providing maritime training services;

3.  Must have the training facilities, equipment and personnel prescribed and approved by the Authority; and

4.  Must have the financial capability to put up cash nond or surety bond sufficient to secure payment of fines and/or penalties which may become due and payable to the MARINA.
Accreditation of maritime training centers/entities which shall offer courses for ship Security Officers (SSO)  and Security Officers (CSO) must have the following requirement s under the Memorandum circular No. 185:

Instructors in charge of the training course must:

1.  have adequate experience in maritime security matters specifically on the requirements of Chapter XI-2 of SOLAS 1974, as amended and of the ISPS Code; and 

2.  have appropriate training in or is familiar with instructional techniques and training methods or have completed IMO Model Course 6.09.

The number of trainees shall not exceed twenty-four (24) students per classroom; Security methods, aids, tools and equipment necessary for the effective conduct of the course shall be provided; and Administrative Requirements as stipulated in Annex I, which forms part of this Circular shall be complied with.

	Expanding the definition of the “Philippine Overseas Shipping” i.e., the operation of a Philippine Shipping Enterprise in the Overseas trade through the passage of Republic Act no. 9301 entitled “An Act Amending certain provisions of RA No. 7471 entitled “An Act to Promote the Development of Philippine Overseas Shipping and for other purposes.”

Amendment of the Implementing Rules and Regulations of Republic Act No. 9295 known as the “Domestic Shipping Development Act of 2004” to include provisions for operations in missionary routes, P&I coverage, regulatory intervention and temporary utilization of foreign-owned/registered vessels and Philippine-registered overseas vessels in the domestic trade. 
Drafting the Philippine Shipbuilding and Ship Repair Rules and Regulations. The new Rules and Regulations will set the standards for shipyard operations which include safety, environmental protection and quality, and direct all shipyard owners, operators, and contractors in the conduct of activities within shipyard premises. 
With the issuance of Executive Order No. 588, “Strengthening the Philippine Shipbuilding and Ship Repair Sector and Instituting Measures to Promote Growth and Development”, a draft OP Memorandum Circular Implementing the Comprehensive Development  Plan for the Philippine Shipbuilding and Ship Repair Sector (2007-2010) has been forwarded to the Office of the President on 16 October 207 for consideration.  

	Foreign Entry


	Issuance of the Implementing Rules and Regulations of Republic Act No.9295 known as the “Domestic Shipping Development Act of 2004.”


	The operation of maritime transport shall be granted to citizens of the Philippines or to corporations or associations organized under the laws of the Philippines at least 60% of whose capital is owned by such citizens.

Any repairs, improvement, alteration, reconditioning,conversion or drydocking of Philippine-owned or registered ships are required to be done at domestic ship repair yards registered with the MARINA.  Exemptions from this requirement may be granted by MARINA in any of the following cases:

a)    When as a result of collision, grounding, heavy weather, breakdowns and other perils of the sea occuring abroad, the vessel suffers damages necessitating emergency and/or extraordinary repairs, and it is impracticable that such vessel be brought to the Philipines for the needed repairs;

b)    When on account of existing prior commitments or due to inadequacy or lack of service facilities or MARINA-registered ship repair yards, as determined by the MARINA; and

c)    When the Philippines is not one of  the vessels'  ports of call, in which case a waiver from the said requirement must be obtained from the MARINA.

The operation of shipbuilding and ship repair shall be granted to a “shipbuilder or Ship repairer as defined by Section 3(n) of RA 9295, who is:

a) a citizen of the Philippines, or

b) a commercial partnership owned by majority of Filipinos, or 

c) a corporation incorporated under the laws of the Philippines, the capital of which is owned or controlled in any proportion by:

i. Filipinos or foreign nationals; or 

ii. Both such Filipinos or foreign nationals; or 

iii. Corporations whetehr Filipino or foreign-owned,

Which is duly authorized by the MARINA to engage in the business of shipbuilding or ship repair or to otherwise operate a shipyard, graving dock or marine repair yard. 

Foreign-owned/registered vessels and Philippine-registered overseas vessels are allowed to be temporarily  utilized in the domestic trade  subject to the issuance of a Special Permit by the MARINA.

Foreign entry is allowed under bilateral agreements, regional and other arrangements, e.g., BIMP-EAGA.

All Philippine-registered ships must be manned by Filipinos.

A foreigner holding a Certificate of Competency issued by his national administration in accordance with the requirements of STCW "78 Convention, as amended, shall be issued special dispensation to serve  on board a Philippine-registered vessel engaged in the international trade, provided that the Philippine Certificate of Competency issued and endorsed by the Board shall be reciprocally recognized by the said foreign national administration to allow the Filipino merchant marine to practice his profession on board the foreigner's flag vessel.

“No foreign vessel shall be allowed to transport passengers and cargo between ports and places within the Philippine territorial waters except upon grant of special Permit by the MARINA when no domestic vessel is available or suitable to provide the needed shipping service and public interest warrants the same.” 

The contact point for further information is:

The Undersecretary for Maritime Transport, Department of Transportation and Communications (DOTC)

and Officer-in-Charge, Maritime Industry Authority (MARINA) 
TRIDA/Masagana Bldg., Taft Ave. corner T.M. Kalaw

Ermita, Manila 
Telefax:  (632) 523-9078 


	

	Discriminatory Treatment/

MFN


	
	See Foreign Entry.

Under the BIMP-EAGA arangement, liberalization is limited within the growth area.

The contact point for further information is:

The Undersecretary for Maritime Transport, Department of Transportation and Communications (DOTC)

and Officer-in-Charge, Maritime Industry Authority (MARINA) 
TRIDA/Masagana Bldg., Taft Ave. corner T.M. Kalaw

Ermita, Manila 
Telefax:  (632) 523-9078 


	


