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CHAIRMAN’S FOREWORD

| am pleased to present the Committee review report on the assessment made to the Fiji Ports
Corporation Limited (FPCL) 2015 Annual Report.

After deliberating on the Annual Report internally, the Committee invited Fiji Ports Corporation

Limited to respond to the concerns raised by the Members in relation to the 2015 Annual Report.

Given the FPCL’s vision to be the maritime gateway in the Pacific region through facilitating
waterborne transport, trade and commerce and to develop, maintain and improve key seaport and ship
repair facilities to enhance the economic growth and prosperity of Fiji. Fiji Ports owns and carries out
maritime operations in four main different ports of Fiji comprising of the Suva, Malau, Lautoka and

Levuka Ports.

Fiji Ports is responsible for all declared seaports in Fiji but the main port in Suva which handles
approximately 54 percent of cargo, Lautoka that handles 42 percent, Levuka of course we find to is
mainly the cargo coming from PAFCO (the fisheries company) and also in Malau, the cargo from Fiji

Sugar Corporation.

The Committee noted with interest that from 2013 to 2015 the organisation experience its transition
period of the ports terminals which was that time known as the “Ports Terminal Limited” but now
known as the Fiji Ports Corporation Limited. So with that public private partnership, the FPCL sold
51 percent. In 2015, the Government shareholding is 41 percent. Fiji National Provident Fund has 39
percent shares and again, the same overseas port management company Aitken Spence PLC had
bought over 20 percent of shares. The other subsidiary, Fiji Ships and Heavy Industries Limited is 100
percent owned by Fiji Ports Corporation Limited (FPCL).

In terms of the challenges, the Committee noted that some of these contributing factors results from
changes in the global shipping industry, changes in regional competition in terms of its ageing
workforce, ageing infrastructure and of course this is the change of ownership, privatization, asset
transfers and environmental issues that are present now, unlike in the past the change in domestic, the

regulatory requirements and also the tariff structures are all related challenges faced by the Fiji Ports
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and suggested if the master plan for the new terminal like the Rokobili Terminal be executed to

resolve some of the challenges highlighted herewith.

The Committee commended the work done by the Management and Staff of FPCL which was
positively executed through the provision of sound strategies, policies and the streamlining processes.
The Committee applauds the management of FPCL in considering Sustainable Development Goals
(SDG) issues in their performance, in terms of gender equality and the eradication of marine and other
environmental pollution. The Committee also observed that the Fiji Ports effectively managed to
prevent environmental pollution while carrying out all its due diligence in all aspects of their work,

thus achieving positive increase in their revenue.

The Standing Committee on Social Affairs has conducted a review of the Fiji Ports Corporation

Limited 2015 Annual Report and recommends that the House take note of its report.

| thank the Honourable Members’ efforts and contribution towards the scrutinizing and formulation of

this bipartisan Report.

With these few words, on behalf of the Standing Committee on Social Affairs | commend this Report

to Parliament.

.....................

Hon. Viam Pillay
Chairman of the Social Affairs Standing Committee
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RECOMMENDATION:

The Standing Committee on Social Affairs has conducted a review of the Fiji Ports Corporation
Limited 2015 Annual Report and has no matters to bring to the attention of the House. The

Committee recommends that the House take note of its report.

INTRODUCTION

This report contains the review process that was followed by the Committee to scrutinize the Fiji Ports
Corporation Limited 2015 Annual Report.

REVIEW MANDATE

The resolution from Parliament on the Annual Report was in line with the Standing Orders 109(2) (b)
which allows the Standing Committee on Social Affairs to look into matters related to health,

education, social services, labour, culture and media.

REVIEW OBJECTIVES & SCOPE

The review was confined to the areas identified in the Section 110 (1) (c) of the Standing Orders of
Parliament which authorises the Standing Committee to scrutinise the government departments with
responsibility within the Committee’s mandate, including by investigating, inquiring into, and making
recommendations relating to any aspect of such a department’s administration, legislation or proposed
legislative program, budget, rationalisation, restructuring, functioning, organisation, structure and

policy formulation.

REVIEW METHODOLOGY

The following methodologies were utilised to gather information for the review:

DOCUMENTARY REVIEW — FPCL 2015 ANNUAL REPORT
The Committee reviewed the Report and conducted its analysis based from the following sources:
= Annual Report Summary & Analysis from Research Unit;

= PowerPoint presentation from Fiji Ports Corporation Limited; and
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= Verbatim Notes for submission by the FPCL Officials.

CONSULTATION
The Committee during its assessment had invited FPCL’s Executive to present an overview of the

Corporation’s performance whilst identifying areas of concern and issues with the team.

ANALYSIS AND EVIDENCE RECEIVED

Fiji Ports Corporation Limited (FPCL) 2015 Annual Report

OVERVIEW

This report has been prepared after scrutinising FPCL’s Annual Report for 2015. The Committee
deliberated on the summary provided by the Research Unit as well as assessed the whole content of

the report and formulated questions based on the pertinent issues that concerns the Members.

In this regard, FPCL provided its response based on the questions raised and further presented all

aspects of the operations of Fiji Ports in 2015 in comparison with its past years achievements.

The presentation made by FPCL highlighted some key aspects of its operation which has been
attached as Appendix 2.

COMMITTEE ANALYSIS

The Committee in its assessment on the response received from the Fiji Ports found that:

= The high turnover of income in 2015 was mainly due to the increase in tariffs in August 2015 for
overseas vessel charges which lead to the increase in core operating income streams of dockage
revenue, wharfage revenue and marine service revenue. In addition, the organic growth in volumes

also boosted the increase in income.

= FPCL has supported SDG 5 on Gender Equality and further in SDG 10, Reduced Inequalities
through its Human Resources Plans to determine that women employees at Fiji Ports are provided
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opportunities to perform roles that are traditionally male dominated and this has been evident in the

number of female employees who were recruited into the organization from 2013 until to 2015.

=  The Committee also found and noted the details of the divestment of FPCL in 2015 as outlined

below:

o Fiji Ports Corporation Limited (FPCL) - 100% owned by the Government of Fiji
until 5 November 2016;

o Government divested 59% of the shares in FPCL at a value of more than FJ$100

million;

o Under the agreement Government will maintain 41% of the shares in FPCL, while
FNPF will own 39% and Aitken Spence 20%;

o 80% of the shares in FPCL will remain Fijian owned, Government signed the two key
agreements ”Share Sale & Purchase Agreement” and “Shareholders Agreement” on 5
November 2015;

o FPCL transfer all real estate to a Govt. holding company Asset Fiji Ltd. > Government
lease the assets necessary for port operations to FPCL - Ownership of all land interests

remain with Government; and

o As per the Shareholders Agreement FNPF is entitled to approximately 3 Directors and
ASPLC is entitled to approx. 2 Directors to the Board while Govt. of Fiji shall be entitled

to approx. 4 Directors to the Board.

= The Committee noted that FPCL has strengthened its harbour monitoring through the launching of
the “Dausasamaki” vessel to effectively prevent marine pollution and this environmental
stewardship initiative was in line with the objectives of SDG 13, Climate Action and SDG 14,
Life Below Water.
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= The Committee also identified and commended other initiatives such as the Port Environmental
Policy, Port Green Energy Policy, Management of Hazardous and non- Hazardous waste generated
by port / Tenants activities, Sustainability and Stewardship of FPCL Assets, Port Energy Policy
and Port Environmental Management Plan and these contributes to Fiji’s position and commitment
towards the 17 SDGs.

Gender Analysis

Gender is a critical dimension to parliamentary scrutiny. Under Standing Order 110 (2) where a
committee conducts an activity listed in clause (1), the Committee shall ensure full consideration will
be given to the principle of gender equality so as to ensure all matters are considered with regard to the

impact and benefit on both men and women equally.

The Committee considered the issue of equal opportunity for all citizens including women and men
during the consultation process of FPCL’s 2015 Annual Report as well as during the deliberation and
the finalization of this Report and noted that FPCL’s Human Resources Plan determines that women
employees at Fiji Ports are provided opportunities to perform roles that are traditionally male

dominated.

The Committee is satisfied that the matters considered in this report will impact on both men and
women equally in Fiji and further the organization that was assessed has taken note of the composition

of gender equality and are currently being considered in their organization plans.
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CONCLUSION

The review that was conducted by the Committee was undertaken in a very tactful and comprehensive
manner which covers all the aspects of the 2015 Annual Report. This has enabled the Committee on
Social Affairs to submit to Parliament a comprehensive report.

The responses from FPCL were positive in which they manage to clarify related issues of concern
pertaining to the contents of the report. Therefore, the Members does not have any recommendation
but hope that FPCL will continue to take appropriate actions to address all issues that may arise in the

future and perform to the highest level.

The Standing Committee on Social Affairs has fulfilled its mandates approved by Parliament which
was to scrutinise FPCL’s 2015 Annual Report. The Committee had consulted FPCL and collated all
the information that was needed to thoroughly scrutinise its annual report and have no further

comments with regards to the review that was undertaken.

Finally, the Committee is satisfied with the assessment done and noted the overall performance of the

organisation.
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SIGNATURES OF MEMBERS OF THE SOCIAL AFFAIRS
STANDING COMMITTEE

Hon. Viam Pillay llon Veena Bhamagar
{Chairperson) (Deputy Chairperson)

Hon, Salote Radrodro Ilon. Anare 1. Vadei
{(Member) {Member)

...........................

Hon. Ruveni Nadalo
(Alternate Member for Hon. Mohammed M. A Dean)
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APPENDIX 1: LIST OF ACRONYMS
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APPENDIX 1: LIST OF ACRONYMS

FPCL Fiji Port Corporation Limited
PAFCO Pacific Fishing Company Limited
SO Standing Orders

SDGs Sustainable Development Goals
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APPENDIX 2: POWERPOINT PRESENTATION BY THE FI1JI
PORTS CORPORATION LIMITED
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APPENDIX 2: POWERPOINT PRESENTATION BY THE
FIJI PORTS CORPORATION LIMITED

FlJI PORTS CORPORATION LTD

Briefing for the Parliament Standing
Committee on Social Affairs

>

Presentation by FPCL Management - 22 June 2017

TALST SESSnNtTon (5 63T Wswesd in MoeEso®™ PowsrPolint 2010 ov Vesions Ascwvs

Our Vision, Mission & Values

Vision
To be the maritime gateway in the Pacific region through facilitating
waterborne transport, trade and commerce '

Mission
To develop, maintain and improve key seaport and ship repair facilities to
enhance the economic growth and prosperity of Fiji ’

Values
< Professionalism
< Commercial Stewardships
= Strateqic Innowvation
«» Progressive Leadership
» Corporate Citizenship
< Employee Well Being and Diversity




| Main Ports of Entry

main ports of:

= Suva

= Handles 54% of the total Fiji's export and
import camgo.

= Comprised of 72% containerized . 25% both
liguid & dry bulk and rest non containerd

= Malau
= Handles 3% of the total cargo throughput
= Comprsed of 49% liguid bulk and 51% dry bulkc

Fiji Ports owns and carries out maritime operations in four

Lautoka

Handles 42% of the total
export and import
Comprsed of 38%
contsinerized rest 62%
liguid & dry bulk carmgo.
Vuda - a2 liguid bulk terminal
which handles the bulk of
the liguid bulk camgo.

Levuka

A fishing port  handling
0.22% of the total import &
export cargo.

This constituted 75% frozen
fish for the govemment
owned tuna canner with the
balance being liguid bulk

Changes in 2013 & 2015

FMPF

— —

(e

AL FPCL

HEAW T

and Heswvy Industry work

vk i ASPLC 205

o EEE

FLI PORTS CORPORATION LTD (FPCL)

re
= --

FIJI PORTS FUIPORTS TERMINAL LIMITED (FPTL)

An azssociste company of FRCL that manages the Cargo
Teminals in Suwva and Lautoks pors.

el o

FLII SHIPS & HEAVY IMDUSTRIES LTD (FSHIL)
FLs e A subsidiary of FPCL providing slipway and ship repair services
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Why the variance in the Rental Income
Annual for 2015 when comparing FPCL’s
2015 forecast and the actual income as
reflected in page 29 of FPQ’s 2015 Annual
Report?

AWMy In e Paaic mgon Teough G

Rental Income and Rent Reviews

The forecast of rental income is done based
on the value of the current tenancies.

Rent reviews are carried out when the
tenancy agreement expires annually.

Hence wvariance is due to these reviews
whereby the rental cost normally increases

when the tenancy agreementis renewed.

ol TEFGDEeE], Taok: ared coreTE T
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Tenancy Income Breakdown
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What is FPCL doing in terms of Safety of
Ports across Fiji these include Ports managed
and owned by FPCL as well as for those
managed privately?

o GolaIng Walshome TArSHNT Tade and come

Ty Do e
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Local Wharf Safety Improvements

PEDESTRIAN ENTRANCE

For Your Safety Please
Use Pedestrian
Walkway

Degaitomemet ol Agruwitere 158 ITED we sgeihatpel goemel gov.
PN POAICE - B

Murviner of Satety Sheows oo Moy of Charalls Ceroed
@) ROAE)

il N e b
LB L

..\.Ei

e g e

_AIS aids identification
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KPI Dashboard - Safety

KPI DASHBOARD - SAFETY
L F L TR T TR

TA

0O PALERIVGER I LREES

RO STATF B LD

OO FATAL ACCRDENTS

NGV WIS LA TED INCTDENTS
NURMEEA OF FELE INCIDENTS
NLRJEER OF DOPOL 50N INCIDENTS
WO R OF TR INTPEC TN
WO O REEATHED

In page 2 of FPClL’s 2015 Annual Report, if
you could provide us some statistics of the
no. of Cruise Ships that are coming into Fji in
the past 10 years? If the no# of Cruise Ships
that are coming into Fji now has declined
compared to past years, please explain the
reason why the decline?

TO bt ™ve MantTg gateway n ™ 2o mgion TWoUgn GABLING WANDOMNE TArGSHON, TAdE and CoMeeNe
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| Cruise Vessel Calls (2012 - 2016)

—— Number of Cruise Vessels

To bt it manTme ganway in e Paat

Who controls yachts movement in Fiji and
what is FPCL’s role on the management of
yachts coming into Fiji?

O DE Tt MIATINE QaNWaYy In e 20N mgion Teough GollLTng WaRDOaME TANEHOn TAdE and CommMene
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FRCA, Immigration Department and Biosecurity control
/ monitor the yacht movement.

Any aspects relating to safety is monitored by MSAFR

However, FPCL manage the traffic movement within the
harbor.

What is the turnaround time onn the removal
of derelict boaots and provide some updates
with the statistics on the number of boats
that has been removed and those that has
been there for some titme and provide orn why
the delay in the removal of derelfict boats?

Derelict Vessels Reco

FPCL DERELICT VESSEL RECORD

Yot v D0 T

‘~v

- o |
- N P — - S —
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Removal of Derelict Vessels - A Complex Project

How effective is the monitoring mechanism
that is in place with FPCL for incoming
vessels?

23 | Social Affairs Standing Committee Review Report - Fiji Ports Corporation Limited 2015 Annual
Report



Automatic Identification System (AIS)

D L . -
course and speed. Unce avessal has

berthed, the Captain wplates the shp's

Harbour Master, Cagtain Jo
Tabape
RIS is 35 astomatic trackis

that icentNes and b

e MaNTNne gatsway n The Padtic mgion THoUgn GaATRg WAMMDomE TANSDOT, DAde and CoMeercs

What are the reasons for the high turnover
of income in 20157

TO ba Te MarTmnme gatsway 0 The Padtic mgion THoUgh GaATg WalRMhome TANGDOET Dade and

Turnowver in 2015

The reason for high turnowver is mainly
attributed to increase in tariffs in August 2015
for owverseas wvessel charges which lead to
increase in core operating income streams of

dockage revenue, wharfage revenue and
marine service revenue.

In addition, organic growth in volumes also
boosted increase in income for 2015.
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Fiji Ports Corporation Limited (FPRCL) = L100% owned by the Gowermnrment of Fiji “l
until 5 Mowermiber 2016 |

Gowvertment divested S99% of the shares in FPCL at a wvalue of more than FIS100 ]
rril i

Sowvemment signed the two key sgresements “Share Sale Sz Puwrci Ay L1 )
and “Si eh Aoy k™ on = Movember 2015

BO% of the shares in FPRCL will rermain Fijiam owmned |

Under the agreement Gowvernment will maintain 413% of the shares in FRCL while ’
FMRPF weill ower 3935 amnd Aitken Spermce 2008

#

FPCL transfer all real estate toa Gowt. hoalding company Asset Fiji Ltd.
—=» Gowt. lease the assets necessary for port operations to FPCL —»
Cwwnership of all land interests remainwith Gowt.

L (€ CCCC

i=s entitled to approsc. 2 Dhirectors to the Board while Gowte of Fiji shall bBe entitled  to

sAs per the Shareholders Agresement FRHPF is entitled to approzsxc. = Directors and ASPLC ]
appros. 3 Directors o the Bosrd

What is the progress of the discussion for the
relocation of the Fiji Naval Office?

EEome T3

FPCL Asset Transfer after Priva ation in Nov 2015

= Fiji Ports Corporation Limited (FPCL) = 100% owned by the Government of Fiji |
until 5 November 2016

- Government divested 592 of the shares in FPCL at a value of more than FJ$100 |
miillion

- Government signed the two key agreements “"Share Sale & Purchase Agreement™ |
and “Shareholders Agreement™ on 5 November 2015

= 80% of the shares in FPCL will remain Fijian owned |

- Under the agreement Government will maintain 4126 of the shares in FPCL, while |
FMNPF will own 3926 and Aitken Spence 20%6.

- FPCL transfer all real estate to a Govt. holding company Asset Fiji Ltd.
— Gowvt. lease the assets necessary for port operations to FPCL —>
Ownership of all land interests remain with Govt.

is entitled to approx. 2 Directors to the Board while Govt. of Fiji shall be entitled to

- As per the Shareholders Agreement FINPF is entitled to approx. 3 Directors and ASPLC
approx. 4 Directors to the Board. J

“To be the maritime gateway in the Pac region through T ating waterborne transport, trade and commerce *
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Could FPCL explain the anomalies in the
amount of Income Received recorded in the

2014 Financial Statement?

I 2014 Financial Statement

Management is not aware of any anomalies
inmn the 2014 Financial statements.

Howewver, the increase in revenue from 2014
to 2015 is mainly attributed to increase in
tariff for overseas vessel charges from August

2015.

s (Paiihe meepihoen eseogin 1 dilia Sy waissioeres: Ta oo, Tacks ared oo

FYr i A

How is FPCL Board members selected and
appointed and does it tie in with the
distribution of shareholders?




FPCL Board Members after Privatization in MNow 2015

= Fiji Ports Corporation Limited (FPCL) = 1003 owned by the Governrment of Fiji “l
until 5 Movember 2016

= Gowvernmeant divested 5928 of the shares in FPCL at a value of more than FIS100
rrillicn

- Dovemment signed the two key asgreements "Share Sale & Puorchase Agresment”
and “Shareholders Agreement” on 5 Movember 2015

— e

= BJ% of the shares in FPCL will remain Fijian owmned

= Under the agreemeant Government will maintain 41% of the shares in FPCL while
FMPFE will own 393 and Aitken Spence 2036,

= FPLCL transfer all real estate to a2 Gowt holding company Asset Fiji Ltd. =3 Govt lease
the sssets necessary for port operstions to FRCL 2 Ownership of all land interests
remain  with Gowt

S SN W—

ASPLC is entitled to 2 Directors to the Board while Gowt. of Fiji shall be
entitled to 4 Directors to the Board.

= As perthe Shareholders Agreement FMNPF is entitled to 2 Directors and J

According to the ANNUAIL Report, the
“Human Resources Plans to determine that
women employees at Fiji Ports are provided
opportunities to perform roles that are
traditionally male dominated”™

How successful has this plan been?

Increase Opportunities for Wome mployees

FPCL supports gender equality

LS Powt 5 Coar o st Lo

201s

- Malc = Fomais




According to the Annual Report,

“A large component of the prepayment made
was o the Asian Development Bank
(denominated in US dollars). Had the
company not been able to make the timely
debt reductions against the US dollar; it

would haove been exposed to large losses™.

Prepayment of ADB Loan

The prepayment addresses a significant problem of adverse
mowverment in USD causing foreign exchange losses. At the
time the prepayment was executed — the USD was at every
stringent level and gaining momentum by the day.

This posed earnings wvolatility risk for FPCL albeit the UsSD
outstanding reduced wia the prepayment. Furthermore
considerable savings in interest expense noted.

The loan was fully paid off in May 2016. Had FPCL followed

the loan repayment plan, the loan would hawve been paid in
2026.

TEves: g WA Y BN T P30l ot DL 13 Ol Ty WA TSRS T POl T 3 el e e e

Reduction of ADEB Loan Balance

S oo Sk e

[= wmaen e |

Teo s e Frd FIEEYS: a WAy N T

e e

Fog Wwea s eseres TR Fopeerl,  TEshs ares ooy
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Reduction of Owerall Loamn Balance

I = 3|
1 Plot S&iorea §
el

5 13, W0 (RN
512 D0 e
LR Lele el sl
5EO00L 00D
56 00D D00
54,1000, 000
52000 00D

50

Fv20d 1

Fv 2012

Fr20d3

Fv2oda

Fy2ol S

il Exctr @ Drdiineer y D wikciered

55 ZE4. Bld

55.457. 357

B Do e ol med

52 EZ21 102

53 554.B77

53 528E 5T

53719121

55070 605

The most important event for the year was
the Government’s announcement of pari-
privatization of the Corporation. How has
this been carried out?




vestment of FPCL im 2015

= Fljl Poarts Corporation Llimlted (FPOLY = 000Es awned by the Gowvermrmsere oFf F)L ol s
Fowerrib.er 2006

.

- iEowerrnment divessed 59% of the shares imn FPCL at a wvalue of more than FIS o0
il licrn

= EONEErTTES T Sigreea] thee tees sy sgresmants TSk Sales St Purciscie. Saiire-ciiebl ™ £ rod
= T - E-Fel g o 5 Nowesmilber 2005

= B0%% of the shares i FPCL will remain Fijian owmeed

FRFF will owrrne 329%G arnd Aitken Spernce 20960

= FRCL tramnsfer all real estate to a Gowt. halding compamny Scsaet Fiji Lid = Gowt. lease the ascate
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Cargo Volumes 2014 — Aug 2015
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Amongst the initiatives in 2015 was the
signing of an MOU between FPCL and FINU.
Can you elaborate further on this program ?

How swuccessful has the above program
been?

Water Sample Report Exiract

(FrUrimmariormas vravemsis .5_'—")
- —

ASSESSAMENT OF EMNVIORNMENTAL CONOITIONS AT
LAUTOKA AND SUVA PORTS OF FIM ISLANDS FOR DEVELOPMENT
OF AN ENV NYAL MENT LA

T gl o B ot S N o & St 2y g
T P ) At -
Attt P ene = s S g e Do Corgpt St 58§ s el o . s @ 6
. P d Aty i € ——

Bl ———— ———— ~——— - ieme e A ——=

32 | Social Affairs Standing Committee Review Report - Fiji Ports Corporation Limited 2015 Annual
Report



According to the repori, there was g revision
on the Port Tariff charges to increase the
revenue. How successjful has this initiative
been?

FPCL Tariff Review — Aug 2015

The adjustment in ports tariffs was effected 24t
August 2015.

The last FPCL tariff determination was in 2009 when

only some charges were revised with the one prior to
this taking place in 2001.

These adjustments were long overdue and are critical
to maintaining the financial viability of the company,
as well as ensuring the facilitation of critical
investment in ports infrastructure and development.
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How effective is the environmenital
stewardship initiagtive?

Fiii Ports Former Chairman and cument Director , Mr. Tevita Kuruvakadua, launches the
Dausasamaki’ wvessel to be used as the patrol boat for monitoring pollution in Suva harbour
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FPCL Strategic Direction

Strategic Plan 2016 -2013
Human Resources Plan 2016
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According to the Annual Reporit, there is
Pollution Prevention Sitrategies in place,
would you elaborate further on this?

How successful has the Pollution
Prevention Strategy been for Fiji Ports?

What are the future plans of Fiji Ports?




Suva Port Layout - Proposed Development Plan

What are the key challenges Fiji Ports
faces whilst trying to achieve its
objective?
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Kew Challenges

Changes in the Global Shipping Industry

Changing Regional Competition

Ageing Infrastructure and Space Limitations

Aging Workforce, inefficiency and Low Productiwvity
Changes to core Business Model after PPP for PTL
Change of Ownership - Privatization of FPRCL
Changesto Port’'s Ownership of Assets
Environmental and Sustainability issues

Changes to International and Domestic Regulatory
frameworks & Relevant Acts

Changes to Tariff Structure
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Ageing Wharf Infrastructure — Damages in Port of Suva

Aging WharfInfrastructure — Damages in Port of Lautoka

gl —

Ageing Wharf Infrastructure - Damages in Port of Levuka
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How is Fiji Ports planning to overcome these
challenges?
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Data - (Stage 1)

- 227 000 m= reclaimed land

= Reclamation approx 1.6 million cubic meters

= Dreddge material approx 900,000 cubic meters o get o 13m at
chart daturm (CD¥)

= A00 meters of berth at - 1L3m CC»

= 295 meters of secondary wharf - multi-purposes

= Approxcapacin 200,000 TEL

» 50.5 Ha reclaimed land
= Reclamation approx 2.4 million cubic meters

= Existing site - soft sediments to depth of
between 30m and 60m owver Suwa marl
(soapstone)

= B00 meters of berth at -13 CD
= Approx capacity 600,000 TEU
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Dynamic Leadership at Times of Tremendous Change
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APPENDIX 3: VERBATIM NOTES
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APPENDIX 3: VERBATIM NOTES

VERBATIM NOTES OF THE MEETING OF THE STANDING COMMITTEE ON SOCIAL AFFAIRS
HELD IN THE COMMITTEE ROOM (EAST WING ), PARLIAMENT PRECINTS, GOVERNMENT
BUILDLINGS ON THURSDAY, 22™ JUNE, 2017 AT 3.11P.M.

Submittee:
Fiji Ports Corporation Limited (FPCL)

In Attendance:

a) Mr. Vajira Piyasena - CEO
b) Ms. Karalaini Tukana - Board Secretary
c) Mr. Kirtan Kirfan - ACFO

HON. DEPUTY CHAIRPERSON.- Thank you Honourable Members, | welcome Mr. Vajira
Piyasena, CEO for Fiji Ports Corporation Limited, Ms. Karalaini Tukana, the Board Secretary and Mr.
Kirtan Kirfan. 1 also once again welcome the Fiji Ports Corporation Team Limited for availing
yourself to be here with us this afternoon. Before you this afternoon are the Honourable Members
who are members of the Standing Committee on Social Affairs; the Honourable Salote Radrodro and
the Honourable Anare VVadei and myself Honourable Nadalo standing in for our Committee Chairman,
the Honourable Viam Pillay who is out on official duty.

Mr. Piyasena | now give you the floor to answer questions raised by the Standing Committee
on Social Affairs on the Fiji Ports Corporation Limited 2015 Annual Report. However, towards the
end | would allow Honourable Members who may want to raise questions or clear any doubts they
may have in regards to the Fiji Ports Corporation Limited 2015 Annual Report. The floor is yours
now, Sir.

MR. V. PIYASENA.- Bula vinaka and good afternoon, Mr. Deputy Chairman and Honourable
Members. We have also been given some questions Sir before, so with your permission | can go
through this presentation.

Basically as stated in here, our vision is basically to be the maritime gateway in the Pacific
region through facilitating waterborne transport, trade and commerce and also we achieve this by
developing and maintaining and improving key seaport and ship repair facilities to enhance the
economic growth and prosperity of Fiji.
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Fiji Ports is responsible for all declared seaports in Fiji but the main port in Suva which
handles approximately 54 percent of cargo, Lautoka that handles 42 percent, Levuka of course we find
to is mainly the cargo coming from PAFCO (the fisheries company) and also in Malau, the cargo
from Fiji Sugar Corporation. So, the main changes in 2013 and 2015, the 2013 the changes was the
privatisation of the terminals that is at that time it was Ports Terminal Limited but now it is basically
being amended to the Fiji Port Terminal Limited. So with that public private partnership, the FPCL
sold 51 percent to an overseas port management company. In 2015, another sort of privatisation
happened and with that currently, the Government shareholding is 41 percent. Fiji National Provident
Fund is 39 percent and this again the same overseas port management company Aitken Spence PLC
had bought over 20 percent of shares. The other subsidiary, Fiji Ships and Heavy Industries Limited is
100 percent owned by Fiji Ports Corporation Limited (FPCL), they are like the same ownership of 100
percent.

Going to the questions that had been brought in here - Why the variance in rental income?
This question is basically the rental income is forecasted on the existing rental of the tenancies. Every
year the rental review is carried out. Once the rental review is carried out, the rental amount will
change and subsequently the rental income will change. Also the tenancy breakdown, you can see the
rental income had basically increased.

Question 2 - What is FPCL doing in terms of safety of ports across Fiji? Mr. Chairman and
Honourable Members, in terms of the ports that are managed privately, for example, Denarau. They
are actually not coming under the jurisdiction of Fiji Ports Corporation Limited neither the ports in
Savusavu or jetties like....

HON. A. VADEI.- Rotuma?

MR. V. PIYASENA.- Rotuma, is actually managed by Rotuma Council but that is declared
an international sort of port so they need to have certain security procedures and things in place. We
are basically overlooking those things and helping them to maintain those security, that is,
international port facilities security requirements, but other than that we do not interfere into their
operations.

As | said, the privately managed ports like Denarau w
hich is not a declared port, we have no jurisdiction and we are not responsible for any operations over
there.

HON. A. VADEI.- Natovi and Nabouwalu?

MR. V. PIYASENA.- No, Honourable Sir.

HON. A.T. VADEI.- They are not managed by....
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MR. V. PIYASENA.- No. Itis FRA.
HON. A.T. VADEL.- lItis a jetty?
MR. V. PIYASENA .- It is with Fiji Roads Authority.

So, for the safety area, especially in the local wharf. The main one in Lautoka, we have more
procedures in place but in the past like last year and before we had done a local wharf revamping
project mainly aiming to ensure the safety of all the passengers. So, as you can see a humber of
dedicated walkways or barricades have been produced and all that, so though the income that is
coming from this local wharf is generally | would say not significant, for example, some of the vessels
we have like Goundar Shipping, that Lomaiviti Princess IV. For 24 hours the dockage charge could be
anywhere between $55 to $60.

So, with large ships like the Lomaiviti Princess | or II, it may be $250 for the whole 24 hours.
With that, most of the things that we maintained, awaiting shed for the local wharf for the convenience
of passengers which have been constructed at a cost of $0.5 million in Suva and also another $0.5
million we have invested in Lautoka. So, all those things are generally part of the social obligation of
FPCL that they have done those things.

We also have the result in terms of safety measures that we always have in our OHS Report in
2015. All the information is there and also our staff are issued with personal protective equipment and
then in terms of the safety relating to the harbor waters that we have Automatic Identification System
to track down the monitoring movement of vessels.

We are also now in the process of getting down vessel traffic management system, with a
proper radar system that will identify all small crafts that are not covered by this Automatic
Identification System. We also have an increase in the number of port users. As | said, here we do
proper safety security training for all port users. When the port user license is issued annually we get
them down and then in batches we do this awareness training for them.

We also maintain something called number of dashboards within the organization so one is this
safety dashboard. So, safety dashboard identifies all those eight requirements; number of passengers,
number of injuries, number of accidents, et cetera. So, this is a live sort of a dashboard whereby we
set up certain criteria. We set up certain targets in here for that particular year and if it exceeds, this
goes like a traffic light indicator means it goes into that red level. So, we generally have this
information and also during the three years, the trend and all that has been analyzed. So, we are
constantly monitoring the safety requirements in all our ports facilities. Similarly, we also have a
security dashboard in terms of managing all the security aspects and also we look at the trend, this is
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only for the past three years so we look at the trend and we take appropriate measures if there are any
variations happening.

Going onto Question 3 in the Annual Report about these cruise ships, the statistics relating to
cruise ships. So, this shows that in 2014 and 2015 there is a spike in here. What caused this increase
number of cruise ships is an external factor. Maybe the companies decide, for example, when they are
going in the Pacific like to Vanuatu, and there are some congestion or maintenance work, then they
will include more visits maybe to Suva. So, it is an external factor which had caused that spike but
irrespective of that, there is like 35, 50, 57, 64, 81, there is an increase.

In this particular sort of trade, if something happens in some other country, if there is a cyclone
or something like that then of course the cruise operators or ship operators will make changes. So, with
that, that is generally beyond our control but we are happy that during that time there was a spike and
we managed to serve more number of cruise ships.

In terms of controlling yachts and movements within our port boundary, generally FRCA,
Immigration and Biosecurity we control all these traffic movements in here; who is coming, who is
going and what things are being taken into the country by these yachts. What we do is basically
manage the movement of yachts, but generally they just go through the harbor yacht and normally they
go into the yacht club area. So, in the port of Suva very few yachts are basically anchored outside the
yacht club. Mostly they go to the yacht club, though the yacht club is within our port boundary, we do
not basically interfere with their operations so they operate more like an autonomous sort of a club.

In terms of the turnaround time of removal of derelict vessels, that | think, FPCL has a number
of times informed a number of Standing Committees that we do manage a comprehensive record of all
derelict vessels, a number of vessels removed and also including the position. As | mentioned in the
earlier one on whether there have been any environmental impact to a particular vessel is being
recorded and monitored all the time. So, we have removed all these vessels in the past.

The removing of derelict vessels is a complex operation. The removal of MV Tovuto because
there were two vessels that we removed on a priority basis as they were obstructing the operations of
the Government Shipping Services. One vessel is called MV Tovuto and the other one is called and
MV Sea Love. MV Tovuto’ is a former Government survey vessel which had been sold through a
proper tender system to a scrap metal dealer. For the scrap metal dealer but had happened is that
without any supervision, they had just cut off some of the parts, the superstructure of the vessel and
then they have cut some other parts and then the vessel just sank. When the vessel just sank near the
Government Shipping shipyard area, it ruptured through some metal pile which was under the seabed.

So, it was a major operation to refloat and then we had to do underwater cutting of these piles.
During that operation those air bags that cost sometimes $100,000 hit back at that damage - a lot of
difficulties are there as in the complex operation in here.
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Similarly, for these two vessels alone, for MV Sea Love the removal cost was FJID$85,000 and
then the removal cost for MV Tovuto” was over FJD$250,000. So, the removing of derelict is a very
expensive operation, especially that there is no capacity in here to move out sort of large portions,
there are no such big floating cranes available. So, luckily there was one floating crane available. The
MV Sea Love was submerged and basically embedded with mud. We had large cranes come into Fiji
so we used this opportunity and it was sub-contracted through a proper tender process for both vessels
and it was finally removed.

In terms of effective monitoring mechanisms, that is what we have this Automatic
Identification System (AIS) to monitor all vessels. As | mentioned before, Mr. Chairman and
Honourable Members, that small vessels like fishing vessels we do not have a sophisticated system to
monitor. We have already called for tenders, and we are in the process of looking at getting down this
Vessel Traffic Management System even in the night, all movements will be basically captured in a
radar.

So, we are looking at working with FRCA, Immigration and also Navy to look at it because it
is going to cost around $2.2 million to install. The high turnover, in 2015 with your permission, Mr.
Chairman, our Acting CFO will also highlight.

MR. K. KIRFAN.- Thank you. So, the main reason for a high turnover for 2015 is attributed
to the increase in tariff so FPCL made a submission to Fiji Commerce Commission (FCC). FCC
reviewed and finally the new tariff was approved effective August 2015 and this was mainly for the
overseas vessel charges. There has no change being made for the local vessel charges, so overseas
vessel charges and it had an increase in our core operating income stream of dockage, wharfage and
marine service charge. So, that was the main reason and also we noted that there were some organic
growth in the volumes so that also contributed to the high turnover.

MR. V. PIYASENA.- Moving forward, Mr. Chairman, the progress of discussion relating to
acquiring or buying the buildings at the Naval office. So, this was because we came to know in 2015
that they were going to relocate but at the end of the day it did not eventuate, but also what happened
from our side that with the privatization as we are mentioning in here, that all assets of FPCL is now
being transferred to Assets Fiji Limited. So, acquiring further assets we had to basically look at in a
different perspective because all our assets are being transferred to Assets Fiji and it will be leased
back.

So, this process which just started in November 2015, and from that time it is still happening
because there are some titles that need to be transferred so, this process is not completed and then all
our acquisitions that we had planned in the past, that we are not proceeding with because now the
assets are with Assets Fiji.

50 | Social Affairs Standing Committee Review Report - Fiji Ports Corporation Limited 2015 Annual
Report



In terms of the anomalies in this 2014 Financial Statement, again our Acting CFO will inform
the Committee.

MR. K. KIRFAN.- Basically, management is not aware of any anomalies in the financial
statements but we would like to know if there is any specific reference being made to the Annual
Report we can explain that. However, basically like we have said, the increase in our revenue and the
reason for the improved performance is mainly due to increase in the tariff.

HON. A.T. VADEI.- Mr. Deputy Chairperson, the reason why I raised that question is because
at the bottom of page 58 certain amounts there do not correspond to the 2014 financial statements and
reflect adjustments made refer Note 23; that is why | questioned the anomalies. Thank you.

MR. K. KIRFAN.- Sir, | would like to direct the Committee to Note 23 which is to do with
prior period adjustment which is on page 77. Basically there were some prior year adjustments being
made and this was to do with amounts being recorded in Fiji Ports Corporation Limited and also a
corresponding amount recorded in Fiji Ports Terminal Limited. So both parties mutually revealed that
there did not exist any such balance and neither of the party should make a settlement. Mutually it
was agreed that this will be disposed of from the books.  So it is to do with the historical balance
carrying forward from prior years.

MR. V. PIYASENA.- Also, Mr. Deputy Chairman, like some of these things what we have
done, before this privatization we needed to clear our books so some of these things were also done at
that time.

In terms of selecting of board members Mr. Chairman, for Fiji Ports Corporation Limited as |
mentioned that the shareholders are there and the Government will appoint four Directors, FNPF will
appoint three Directors and then Aitken Spence will appoint 2 Directors, so altogether 9 Directors
there so that is how the appointment is done. an appointment is done by a shareholder by government.

In terms of the Annual Report, the statement there “human resources plan to determine that
women employees at Fiji Ports are provided opportunities...” that of course clearly shows that in
2014, 2015 and 2016 the number of employees have increased at 29, 30, 37 and also they have been
employed in traditionally-like male dominant sort of areas such as engineering; we have four in the
engineering department - engineering assistant and also wharf attendants, we now have more female
staff.

Also question 12 according to the Annual Report, the larger component of the prepayment
made was to the Asian Development Bank. So, CFO will further elaborate on this,

MR. K. KIRFAN.- On the loan prepayments, the main reason for the prepayment was because
FPCL had a very strong cash flow position and on the other hand we noted that the prepayment
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addresses a significant problem of adverse movement in USD currency. So, at that point in time what
we saw was that the USD dollar was getting stronger day by day and at that point in time because we
had a very strong cash flow, the management with the Board’s approval decided to reduce the debt
level through prepayment.

So, the company over the last three years from 2013 to 2015 reduced the ADB debt by $21
million through prepayment. So basically had the company not made those prepayments, it would
have been faced with a foreign exchange loss of between $0.5 million up to more than $1 million per
year. So, due to the proactive approach by management to reduce the ADB loan, the company
managed to strengthen the balance sheet’s position and the gearing level. Also they were considerable
savings in interest expense, so the ADB loan was fully paid off in May 2016. Last year we fully paid
off the ADB loan and had FPCL (the company) followed the loan repayment plan, the loan would
have been paid in 2026. So, 2026 was the date for the final repayment but through companies
proactive measure the loan was fully paid off in 2016.

MR. V. PIYASENA.- So, as shown in there Mr. Chairman we now have zero balance. This
was also some articles we have in our newsletter for this prepayment and also the EURO loan balance
today, Fiji Ports Corporation Limited is debt free. We have paid all our ADB loan and all other loans
with ANZ so we do not have any loans now. We have done this, at the same time we have increased
our dividend payment to the Government and every year we broke the record of the previous year’s
dividend payment, plus we have also given extraordinary dividends especially in 2013 during e the
privatization of PTL all that has given us a special dividend and from various sale of other FPCL
owned buildings et cetera during the privatization in 2015 had given us special dividend. So,
reduction of all loans and also increase of dividend payments have been done by the management
during that time.

Moving on to Question 13, Honourable Chairman. The most important event for the year was
the Government’s announcement of part-privatization. How this has been carried out, so generally the
privatization of FPCL had been carried out by the relevant ministry but as far as the FPCL
management is concerned, we are aware that the Port Corporation was divested in such a manner that
FPCL at a value of more than FJD$100 million which is already been informed in a media statement
from the Ministry. Of course we have the sale and purchase agreement and generally it is between
Government and FNPF, it is an agreement where 80 percent remains Fijian-owned and also as |
mentioned earlier all these assets have been transferred to Assets Fiji so no asset had been sold to any

party.

Has the part-privatization benefit the Corporation? In that aspect, Mr. Chairman, what we are
looking at in here is improving the transshipment of Fiji because for the port to grow either
import/export has to go up or the transshipment cargo that is basically coming from a certain country

52 | Social Affairs Standing Committee Review Report - Fiji Ports Corporation Limited 2015 Annual
Report



and then this cargo will remain within the port premises and then it would be imported back to another
country. So, this transaction will basically generate revenue.

So, improving the transshipment cargo is something that is being looked at during this
privatization. Generally from 7 percent previously to now nearly 11 percent increase in this
transshipment has happened. Also the cargo volumes have increased, as you can see it there and also
that certain performance indicators were from Ports Terminal Limited that they have managed to
achieve progress. So, in a sense that this had magically made some efficiency and productivity
improvements within our ports and also a number of the vehicles and all that had increased and the
handling sort of capacity, and the capacity utilization within the ports had also basically been utilized
to the fullest extent.

Also with regards to the initiatives of signing this MOU with Fiji National University relating
to environmental management aspects and how successful this programme, is basically that we were
going with the Ports well, having an environmental management policy as one of our strategic
objectives is to have this environment relationship. So we look at the students basically managed in
this process through their assignments such as the water quality testing and some environmental
providing reports relating to environmental matters. So it is beneficial in both aspects, in the sense for
FPCL as well as for the students following these environmental management courses. So, as you can
see, a number of activities had happened and also in 2016 the environmental award was presented to
FPCL after some assessment by the FNU.

Also the reports had been produced in regards to this such as the assessment of environmental
conditions such as Lautoka and Suva Ports, their environmental reports. So the reports are also
available, water quality testing reports are available et cetera. So, some significant progress have been
made in that area.

In going back to Question 17, Mr. Chairman, according to the reports there was a revision of
the port tariff. So, in regard to this tariff, the adjustment for port tariff came into effect on 24™ August,
2015 and it was a long overdue initiative. So when this came up, of course there was a significant
tariff increase. In a presentation we made with the Fiji Commerce Commission, we explained that the
main revenue streams such as dockage, wharfage and marine services charge, that if we had increased
at least by 2 or 3 percent, then what would be the tariff rate at that time? But there was no increase.
But it is still in some cases below the tariff rate; if we had increased it gradually by 2 percent. We
have basically informed all our customers and stakeholders that this tariff increase can be justified in
this manner, Mr. Chairman.

In terms of effective environmental stewardship initiatives, of course we have launched this
pollution prevention board. The total cost of renovating this boat and buying engines and all that is
around FJD$80,000. It was launched to monitor the harbor area and also to see whether there is any
oil pollution, unauthorized garbage disposal and all that. So, with that only, we have managed to
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collect in excess of $300,000 of various clean up funds. So, some of these funds have been also used
for derelict vessel removal. We have managed this process even without affecting he bottom line of
our organization. But now what happens is that, due to this effective monitoring system the pollution
incidents have declined and also in terms of sustainability initiatives, the Port has an environment
management policy, green energy policy and sustainable energy policy and we also have done an
energy audit in the past. So the other thing such as port sustainability plan and energy plan and all that
with the stakeholders involvement, that is planned now.

We do have air quality monitoring which was done in collaboration with the RMIT University
and after the energy audit all these tower lights have now changed into energy saving lights. Also in
collaboration with Ports Terminal Limited, we have implemented the traffic management plan within
the ports because in the past all these trucks that are coming in, say for example, if we are handling
100,000 containers, that means 100,000 trucks are coming to the port. So when they come in and they
e wait in time they just do not switch off their engines; their engines keep on going and then if there is
no proper traffic flow by the management, then a lot of pollution can happen.

So, this has been minimized and also our air quality report which again is measured during this
initiative by external party from RMIT University Research Team have shown that they are well
below whatever the limits that they are looking at. If the port is polluted, the air is polluted. Again
we also have this kind of dashboard for environmental management and pollution prevention. So,
with all that number of oil spills and these are all minor spills that happen in there and then a number
of pollution incidents; we are basically tracking and putting it to this indicator as a dashboard
indicator.

So, again in terms of achieving mission and vision of the Fiji Ports Corporation, we do have a
strategic plan which was developed with extensive stakeholder consultation and HR plan et cetera and
we have all these strategic goals which consist of all aspects of operation in terms of port
development, environment, human resources and also integrating all port plans within the organization
with external plans such as any initiatives by the Government including green growth framework and
then trade policy, et cetera. So, there is very clearly when we developed we integrate we consider and
integrate those national plans to our plans.

Also in terms of monitoring when we integrate, when we have these goals that we have an
extensive monitoring system; this goal, who is responsible, who has the primary responsibility,
secondary responsibility, what department, what they have to do, and then we do that assessment as to
assigning waiting for that particular call and then looking at what percentage have been achieved. So,
based on each goal, we have another indicator as to say stop whether the yellow part is basically
acceptable. So, this is how we basically cascade down all high level goals to the individuals of the
organization.
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Also we do have these 32 indicators like each strategic goal will have, for example, from that
strategic goal 77 percent have been achieved. So, that is actually the port development because
beyond that we cannot do anything because it is relating to the port master plan but in other things
such as 80 percent, 95 percent. Also we have these indicators in terms of leadership outcomes,
governance and all that so we manage all our processes through these indicators. So, we know exactly
whether we are achieving our goals and also we are moving in terms of achieving our mission.

In this Annual Report there is a pollution prevention strategy in place and also to elaborate on
Questions 20 and 21, Mr. Chairman, and Honourable Members, on the launching of the pollution
board and also the pollution control fund. This is actually the fines or rather clean up funds collected
from various ships. At the bottom here is the recent incident of the capsizing of the M.V. Southern
Phoenix. This incident shows that this particular vessel had 200 tonnes of fuel oil in there.

Of course the incident can happen, Mr. Chairman, how we managed it is what is important
here. The oil pollution prevention equipment was on standby, all our staff were trained and we had
excellent collaboration with other stakeholders such as the Maritime Safety Authority and Department
of Environment, et cetera. Immediately, of course, you can see in that first one the oil started spilling
and then we had this bomb right around and went through this process of getting a salvage company.
Today without having an extensive oil spill; 99 percent had been removed from this plague. Now the
next process is basically that the owners will be tendering, they have already called for tenders for the
removal of all that because it is the owner’s responsibility and they do have the PNI insurance
company that normally handles these kinds of ship wrecks.

So, this incident shows that our pollution prevention strategy have worked well because
otherwise this 200 tonnes of oil could have gone everywhere in the shore.  This is an example where
we managed a disastrous of this kind of magnitude.

So, are there any future plans for ports? Very simply there is a master plan development
currently in progress and is handled by the Ministry of Public Enterprises and with the ADB also
involved. They have basically come out with a draft 7-year master plan but also upon discussion with
the PS of the Ministry, he has also informed us that they are also looking at getting ADB to do a 20-
year larger master plan. This is for 7 years so they have identified an area of development and it has to
be done in terms of Suva Port and similarly for Lautoka; again some progress have been identified.

What are the key challenges in terms of ports? In terms of the challenges, changes in the
global shipping industry to change in regional competition and in terms of our aging workforce,
ageing in infrastructure and of course this is the change of ownership, privatization, asset transfers and
environmental issues that are present now, unlike in the past the change in domestic, the regulatory
requirements and also the tariff structures, all that are currently challenges for ports.
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So, in terms of managing all these challenges mainly the increase in the size of the vessels, as
you can see Mr. Chairman, these large vessels like in this particular case, you can see the aircraft
carrier can be placed inside and also like a small truck. So, you can see how big that vessel could be,
even the particular air craft carrier can also be put inside that vessel. So, our main challenge is that
vessels not as big as this, at least Ports Terminal vessels start coming in, we do not have the adequate
facilities so this is one of the biggest challenges in here.

Also in our port (this thin area) we can operate these large cranes. So, this area is not
strengthened to operate these large cranes so the entire operation is done in this particular area. If we
are using crane but of course ship cranes can be utilised, this Walu Bay wharf is generally used for all
bulk cargos such as discharge clinker, weed and things like that so this is if you are looking at why,
because the comparison is that in our port facilities, we have the Princess Wharf area where
international fishing vessels come in and we have only this wharf area.

However, regionally such as in PNG where very large developments are coming up that in this
development, there is only this small area which they have already started and once they do all these
big developments, this area will be developed. So, we need to move on to infrastructure development
because our problem is the ageing infrastructure. As you can see there are lot of damages because
now there are a lot of cargo movements like for example the vehicles in our road show that will
increase.

Similarly, the cargo movement and all that have increased so therefore this ageing
infrastructure basically cannot sustain this kind of heavy operations. So, there are a number of wharfs
also in Lautoka, there is this infrastructure issues that there are certain damages have happened and
also especially in Levuka of course part of that wharf structure is 120 years old so whether these things
have to rebuild and all of these things are to be considered in order to welcome this challenges.

So, how we are going to welcome these challenges is basically like also in that master plan that
new terminal like the Rokobili Terminal which has been there a long time had been again proposed but
however, the first option that it will cater for 200,000 containers and the second option is for 600,000
containers. So, this has been identified in with this current master plan again but of course | believe
from the ministry they were looking at a more extensive master plan to see exactly whether this
facility should be here or not and it should be consider developing some other area because of the
current condition of the hinterland because there could be an increase traffic if the larger ports comes
in.

So, these things are being currently discussed and then there is no firm decision has been taken
and even the master plan is still in the draft state. So, that is one solution which could be the trade and
infrastructure or that to have a new port facility but also the time spent according to the ADB
consultants that it should be starting now in 2018 something has to start because as | have mentioned
there are a lot of development happening in the region so if you need to be competitive and stay ahead
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then some development has to be started and also this is the artist impression if the Rokobili Terminal
comes in, it is actually close to that area where you can see the previous and current view with the
government shipyard area and when it is transformed it will be like a more modern port but despite all
that, the infrastructure development in order to achieve this internally the management have put in a
lot of controls and in terms of improving the quality if all aspect of management that we have done
and as a result what happens is that in 2015 we got the Achievement Award for Business Excellence
and then in 2016 we won the Prize Award for Business Excellence so this shows that in all aspects
those criteria that are mentioned in the Business Excellence Framework that we have addressed within
the organisation and we are basically geared up to take all the challenges.

So, with that Mr. Chairman and Honourable Members we conclude our presentation and we
would be happy to answer any questions.

HON. DEPUTY CHAIRPERSON.- Thank you, Honourable Members | now give the floor to
the Honourable Members who may want to ask question.

HON. A.T. VADEL.- Thank you, Mr. Chairman. Just a few questions and clarifications on
page 23 - Occupational Health and Safety, line 4 and line 7 those two HASWA 1996 and HASAWA.
Is that a spelling error just reconfirming?

MR. K. KIRFAN.- That is a typographical error.

HON. A.T. VADELI.- Alright. My question I did not see any Auditor-General’s report in your
annual report. What does that mean? Was your report being audited by the Auditor-General or only
your auditor?

MR. K. KIRFAN.- Yes, Honourable Member. After privatisation, since Fiji Ports Corporation
Limited is now a private entity we obtained a clarification from the office of the Auditor- General and
basically the feedback we have received is that the board is in a position to now appoint an
independent auditor and hence the board has appointed Ernst & Young to do the external audit for Fiji
Ports Corporation Limited.

HON. A.T. VADEI.- Did you get some grant in 2015 from the Government?

MR. V. PIYASENA.- Honourable Member., we have not received any grant whatsoever.

HON. A.T. VADEI.- That is why | am asking.

MR. K. KIRFAN.- We have been paying dividends to the State.

HON. A.T. VADEI.- Dividends to Government.
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HON. S.V. RADRODRO.- Thank you, Mr. Chairman. Just some clarifications if we can just
sort of throw out the tender slide on the changes in 2013 and 2015. So now have those three separate
entities - MPCL for reform?

MR. V. PIYASENA.- As | mentioned Honourable Member the first one was the terminal
privatisation in 2013 so with that...

HON. S.V. RADRODRO.- So in the second one which means FPCL holds that 49 percent
share, that is the Fiji Ports Authority.

MR. V. PIYASENA.- Yes

HON. S.V. RADRODRO.- Alright and ASPLC holds 20 percent from there and another 51
percent in that one?

MR. V. PIYASENA.- Yes, that is correct.

HON. S.V. RADRODRO.- My question is, it has a larger share as compared to the local
counterparts?

MR. V. PIYASENA.- In terms of terminal it could the case because terminal privatisation
but...

HON. S.V. RADRODRO.- Yes, even in terminals and FPCL because they hold 20 percent of
Fiji Ports Corporation, at the top the same company holds 51 percent at the bottom.

MR. V. PIYASENA.- Yes

HON. S.V. RADRODRO.- Yes, which means that in as far as the whole Ports entity, it has
sort of the biggest shares.

MR. V. PIYASENA.- It is not the whole Port entity but specifically in terms of Ports
Terminal.

HON. S.V. RADRODRO.- Yes. | stand to be corrected, that is a major maybe income
generation from as far as Ports activities is concerned. It comes from the cargo aspect of it. Because
that is a foreign company and you also mentioned the need that Ports have in terms of infrastructure
replacement or improvement, does it really have that responsibility, mandate or interest in as far as
looking after the improvement of the infrastructure?
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MR. V. PIYASENA.- What happened in the terminal privatisation, Honourable Member, is
that there is a concession agreement. So the concession agreement stipulates what services FPCL has
to provide to FPTL and other customers and what services FPTL is providing. So, from that
perspective FPCL is supposed to do the maintenance of all the wharves and there is a non-exclusive
lease between FPCL and FPTL, so with this non-exclusive lease starting from that point, it was $3.2
million now we are basically looking at increasing this lease. If this $3.2 million is paid to FPCL as
the lease payment, then we are basically entitled to 49 percent of their profits.

HON. S.V. RADRODRO.- Just leading up to that, what kind of investment does ASPLC bring
into the country? Is it brining it from outside into the country or is it all internally? Like with Assets,
what kind of assets did it bring from outside into Fiji?

MR. V. PIYASENA.- O of course what happen is that the terminal privatisation only we were
involved because it was FPCL’s also and in that sense they bought over 51 percent shares, $10.335
million so that is there investment in here and they bought over the shares, and in terms of FPCL we
are unaware of what was happening because all that matters is basically handled by the ministry. So,
the management was not involved in this, management was involved in the organisation capacity but
not in terms of negotiating any enterprise where or whatever it is FPCL is concerned.

HON. S.V. RADRODRO.- Just my other question is on the oil spillage by MV Southern
Phoenix. As you had mentioned that it was taken under control. Is there some kind of penalty or
given this kind of incident like you mentioned that you had effectively taken it under control which is
more like our reactive stunts but in terms of being proactive, what kind of measure is in place to be
able to maybe give some kind of caution to companies or to ship owners like that?

MR. V. PIYASENA.- Honourable Member, this accident can happen at any time. It has
happened and at the same time we immediately like all those oil tanks, whilst stripers upload had
been plugged and done at that time, then obviously all costs associated with this clean-up had to be
bound by the owners. So, whatever the costs associated including like if we had used our staff to
extend their additional rosters and using of pollution prevention equipment on board, we have a
separate account and we would now be claiming from the owner and the owner is basically the
insurance company who should be able to pay.

HON. DEPUTY CHAIRPERSON.- Thank you. Any other questions from Honourable
Members?

HON. A.T. VADEI.- Regarding the derelict boat, the turnaround time because one of the
issues raised in Parliament that our port is not safe for cruisers to come to, it is an eyesore for them.
So, what is Ports or the organisation going to do about it?

59 | Social Affairs Standing Committee Review Report - Fiji Ports Corporation Limited 2015 Annual
Report



MR. V. PIYASENA.- As mentioned here Honourable Member, that currently no derelict
vessel is basically obstructing the navigational activity. If it is obstructing, the Maritime Safety
Authority will immediately take action for Fiji Ports Corporation Limited. All the current derelict
vessels are lying there for the last 10 years have been and we are now in the process of cleaning but it
has become a very expensive operation. Recently as an extended scope of developing this master
plan, the Fiji Ports Corporation Limited and the Ministry requested ADB to do another study on the
removal of derelicts. So, that is also in a draft form and they are looking at its removal, it is not solely
Fiji Ports Corporation Limited’s responsibility but also Maritime Safety Authority of Fiji should also
get involved.

And then the next recommendation is basically, because there are three types of things
happening in this kind of incidents that in a ship that they have cargo, cargo should be insured.
Generally it is done by the cargo owners and then there is a next one as the haul and machinery
insurance. Haul and machinery insurance for the loss of the ship so, the ship owner can insure for haul
and machinery and then the third insurance is basically the rack removal. If something happens and
the ship goes down and then the ship owner can remove that by using the insurance to remove that and
that includes removal of oil any cargo and all that.

So, most of these large international vessels that are coming in they do have this PNI insurance
cover for that but the problem is that generally the entire vessels that are in here, that they do not have
that kind of insurance for one thing that we have before this disaster that the Sullivan also went down
and then that assessment in a number of times | have mentioned in the number of Standing
Committees that assessment came up $26 million is not worth salvaging that vessels no one wants to
do that because unlike this Southern Phoenix it is actually is about like 20-25 metres deep down in the
bottom of the seabed. So, that kind of maintenance cost is there.

So, what is happening right now is that we are using whatever resources in order to clear up
these things one by one but the problem is that we do not have adequate capacity to do these kinds of
things like the cranes and technology and all of the equipment. So, that is something that we are
looking at but until such time, if we take very drastic measures like for example the Venus Shipping
owners of MV Sullivan and also they have MV Sinuwasa in Levuka and another vessel in Levuka.

So, what we can do is we can impound the assets so and if you do that then they will not be
able to provide the service to inter island service. So, if we do some drastic actions to prevent these
things and then for example if we tell Gounder Shipping without having wreck removal insurance you
cannot come to our port. We can do that Mr. Chairman but the repercussion of such thing then how
are our people going to move here and there. So, we have are always taking that risk so if such a
vessel goes down in Narain Jetty today nothing, we cannot do anything. So, we are controlling the
situation by always informing them.
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Sometimes they do unauthorised repairs in the jetty and if something has been removed in
there and do more something like sea-well or something and if by some accident and it starts flooding
it will just go down and they will not have any means to remove this vessel and then it will be a severe
obstruction to that. So, we have day to day we have to manage this kind of risk, if we are managing it
in terms for the benefit of the public but at the end of the day something happens it will come to Fiji
Ports.

HON. DEPUTY CHAIRPERSON.- A last question.

HON. S.V. RADRODRO.- Thank you Mr. Chairman. This is the annual report for FPCL. Is
there an annual report for the other company or who is responsible for that one - terminal ports?

MR. V. PIYASENA.- Fiji Ports Terminal Limited, that is a separate Director board and we
have not received any annual report from them.

HON. S.V. RADRODRO.- Just on the infrastructure because | note that is one of the focus of
this company and you had mentioned that the infrastructure really needs to be looked at in terms of
improvement. So, what is in the long term plan in terms of infrastructure development or
improvement particularly like for example the Levuka one, so what is in the plan?

MR. V. PIYASENA.- Currently we have those two plans | have already shown; the 7-year
development plan which is currently in draft form and the ADB one which has been developed but it
had to obviously go through the relevant ministries and approval of the Honourable Minister. It is
currently in draft form and I got permission from the Ministry if we could basically inform this to the
Honourable Committee but in terms of Levuka, no substantial economic activity investing on that
work structure becomes a problem.

So, who will be investing because FPCL now is a privatised company and then we have to
convince all the shareholders if they are to do major repairs because it cost about $4 million to $5
million then they would be looking at the revenue generating from Levuka. So, we cannot justify that
kind of investment so these things now has to come under some major development plan and | believe
that is what our ministry was talking about 20 to 50 year long term development plan with the
assistance from the World Bank and something has to happen and the cost like we are talking about
Rokobili which is about US$275 million. Ports development has enormous cost and sometimes you
do not have a business case but you still have to do it for the benefit of the future of the country. That
we will leave it to our ministries to advise us on what is happening relating to the actual port
development.

HON. DEPUTY CHAIRPERSON.- Thank you CEO. On behalf of the Standing Committee
on Social Affairs, | take this opportunity to thank you and your team for coming on board to present
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the Fiji Ports Corporation Limited 2015 Annual Report. This will give us the opportunity to finalise
our recommendation before we present or table it in our next Parliament sitting.

With those words I thank you once again and do congratulate your team and please keep up the
good work. Thank you, vinaka vakalevu.

MR. V. PIYASENA.- Vinaka Mr. Chairman and Honourable Members.

The Committee adjourned at 4.38 p.m.
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APPENDIX 4: Research Briefs

Annual Report Summary-Fiji Ports Corporation Limited 2015
Standing Committee on Social Affairs

"To

Vision-

be the maritime goteway in the Pocific region through facilitating waterborne transport, trode and commerce”
Mission-"To develop, maintain and improve key seaport and ship repair focilities to enhonce the economic growth and prosperity of
Fiji Ports Vision and Mission ststements has been updsted to reflect Fiji Ports new role 25 a Landlord Port.

2015 MPs Comments
Principal Activity FPCLs objectives and responsibilities under the Sz2a Ports Management Act 2005 are as follows:
-Ta effectively mansge sea ports in Fiji

-Ta create or enhance opportunities in the provision of port services.
-Ta manzsge operation and regulstory responsibilities that include:
2} Manage the processes of declaring of new ports and approaches to ports;
Responsibility for management of Fiji's Port;
zking of action in the event of 2n emergency;
| Acquire land for ports operations;
&) Levy charges for provision of services;
] Details vessels in breach of Fiji law;
£} Exempt, reduce or refund, any vessels for dues and rates;

h) Tzke = lien, and after 21 days [or for perishables sfter 21 hour) sell goods in relation to
changes;

i) Tzke = lien and =fter 21 days over vessels in relstion to charges;

jl prosecute offences of evasion of due or rate or charges;

kj License persons to access ports for commercizal purposes;

1} Chair meetings of Stakeholders on Ports issues;

m)Removal of derelict and dangerous vessals;

n) Mzke rules regulating the use and operation of ports and approaches to ports, and the
conduct of persons within ports and approaches to ports and fine for breach of those rules.

Shareholders Government Shares-100%

The terms of the agreement specify that the Ministry of Public Enterprises maintains 41% of the

shares in FPCL and Fiji National Provident Fund [FNPF), Fiji's largest financial institution with total
assets valuad st 54.9 billion, scquiring 39 percent. The second partner in the sgreement is 5ri Lankan
conglomerate Aitken Spence PLC [ASPLC) which acquired 20 percent of the total number of FPCL

shares.
Act in place ®* The S2a Ports Manzgameant Act 2005,
®* The Public Enterprisa Act 1996.
Organization There zre three membersin the Board of Directors, consisting of ane chairman and three Directors.
structure The Board is appointed bythe Minister of Public Enterprise and Reform Unit in accordance with the

provisions Public Enterprise Act.

Fiji Ports Corporation Limited is headed by the CEO whao oversess Company operations headed bythe two
Division exscutives of Finance [CFO) and Operations [COO).

FPCL's Finance Division has responsibility for FPCL's financial operations, payroll, financial and balanced
scorecard reporting including KPI's. The Finance Division is also responsible for commercial services,
[pricing, trade forecasts), financizl manzzement, (investment analysis, operationzal anzalysis, balanced
Score—card, enterprise-wide risk management).

The COO manages Corporste Senices Responsible for the departments of Human Resources, Customer
and Public Relations Training, and Safety and Environment issues; Port Operations Responsible for
supporting working operations of the ports working with portservice provides to offer customer service
delivery in an effidentopersting emvironment, managing harbour masters, pilots, docking, mooring, tug
operations, security, emergency preparedness and local wharfs; Technical Services Responsible for all
engineering =nd ports infrastructure development and msaintenance, and manages the Property
Department.

Subsidiary company Fiji Ships and Heavy Industries Limited [FSHIL) operstes as a commerdal, self- funded
company specizlising in ship repairs and heavy industry services.

The Division includes:
* Corporate Services Division-comprises the departments of Human Resources, 5taff Training,
Legal, Customer and Public Relstions and Safety, Heslth and the Environment.

Technical Service Division- is responsible for sll FPCL engineering and ports infrastructure
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dewelopment and maintenance st FPCL's designated Ports. Management of FPCL's substantis
Property assets zlso falls under the sponsorships of Technical Services.

* Port Operstions Division- Port Operations comprizes = portfolio of maritime-basad activities
that encompasses the Harbour Masters Office =t the Ports of Suve and Lautoks including
Piloting Movements and Tug Bost Mowemeants, Ports Security Unit, the Port of Levuka's
operations, and Local Wharf infrastructure mansgemeant.

® Finance Division-oversees the financial activities for the FPCL Group including financial
reporting, stock control and asset management, payroll processing credit management,
accounts payable and international controls.

Projects * Work on extensions to Suva and Lsutoks's Locsl and Fishing Wharf facilities, and the
instzllation of the new weighbridge =t the Musiwalu Wharf which provides FPCL with 2 more
accurate tonnage of fish being off-loaded from fishing vessels was substantially advanced this
year.

*  Ongoing discussions with the Fiji Mavy regarding taking over their site in Walu Bay [zdjzcent to
Kings Wharf adjoining the FSHIL site) to facilitate the Nawvy's planned relocation.

®* [Dewvelopment of a major office complex, retail and terminal building at a Walu Bay site owned
by FPCL (zdjacent to Muaiwalu 11} is ongoing.

®*  Further work on the establishment of 2 barge operstion specific to the Wharf in Suwva.

* Rebuilding and renovstion waork st the FSHIL site in Walu Bay to provide = much nesded new
commercial wharf -Muaiwalu Il - continues.

®*  Expansion and reconfiguration of Lautoka Local and Tenant Wharfs including a permanent
commercisl barge losding facility needed to support Fiji's booming tourism sector is under
development, alongwith establishment of 2 commercial dredging operation or purchase of 2
company in that business.

®* Possible Lautoka Port PPP for our cruise wessel project and barge terminal which includes
dewvelopment of = hsul-out facility on land adjscent to the Locsl Fishing Wharf for
barging/vessel operstors that service the Mamanuca and Yasawa Group of Islands,

®*  Furtherdevelopment of Shed 6, Kings Wharf by establishing 2 second floor within the Wharf
building and creating = cruise liner terminal.

®*  An upgrade of facilities for FPCL staff and port users =t all Wharfs is also planned.

®* Upgrade of the Lautoks Incinerstor. Works included upgrading the facility to operste using =

Wi
I
i

E000L =bove ground fuel tank which would allow the fuel supplier to deliver bulk fuel via
tanker truck.

®  Five 30T bollards were installed for the Muziwalu || Wharf to facilitate berthing of the ROROD
ferries on the southern section ofthe Wharf. The ariginal bollards, which had been damaged or
lost, had not been replaced for a number of years.

®  Thermographic scanning of 2l electrical switchboards for all FPCL properties in Suwa, Lautoka
and Levuks was completad.

* Dredging of the Lautoka Tropikwood/FSC berth to provide 11m draft was completed.

®* The sale of FPCL's King's Wharf Administration Building and associated property for 53.5
million to Fiji Road Authority was finalised.

®  Structurzl sssessment of the Levuka Wharf was completed.

® The department sourced new fenders for the Queen’s Wharf Old Mzin Face with the work to
be finalised in 2016.

®  Fiji Ports Shipyard Redevelopment Project was finalised. The proposal for the old Fiji Ships
Ship- ward property at Lot 1 Sannergren Drive is based on converting the site into a wharf
facility for fishing vesszls, barges and/or RORO farries, z2nd othar small wassals.

® Renowvation and office fit-out of the Musziwalu House Ground Floor was completed.

Financial Position 2015 2014

(Company’s) Total Income-538,282,285 Total Income-532,815,720
Totzl Expanse-525,840,471, Total expenses | Total Expense-524,559,356
hzs incressed by 7% and is sttributed to

incresse in employee expense reflecting
significantly a 87% rise in staff incentives
payments, a 37% increase in direct cost
relsting to core income stream =nd one -
off expensing substantizl consultancy fees
from work in process account.

Met profit for the year [Profit sfter Tax}5 Met profit for the year[Profit after Tax}-56,637,848
10,141,210, increased by from the increase

Tariff charges.
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Total Shareholders' equity-5109,872,292

Total Shareholders’ equity-5103,450,273

Met Assats5109,572,292

Met Assets 5102 450,273

Cash flow bzlance-514,629 2158

Cash flow balance-56,973,369

Dividend chegque to Government - Dividend cheque to Government-53,698,979
53,719,191

Financial Position Total Income-543,082,828 Total Income-536,613,694

[Group's) Total Expense-530,603,870

Totzl Expenss-528,680,483

Met profit for the yesr (Profit sfter Tax}S
13,577,091

MNet profit for the yesr (Profit sfter Tax)-57,438,382

Total Shareholders’ equity-5115,411,750

Total Shareholders’ equity-5105,553,850

Met Assets-5115,411,750

MNet Assets-5105,553,850

Cash flow balance-516,153 748

Cash flow balance-58,785,771

Auditor's Opinion
[Auditor General)

In the Auditor Opinion:

z) Proper books of account have been kept by the company and the group, so far as it appears
from our examinztion of those books, and

b} The =ccompanying Consolidsted Financizl Ststements which hzwe been prepared in
accordance with International Financial Reporting Standards:

i) Are in agreement with the books of account; and

i) To the best of our information and according to the explanation given to auditor:

z) Giwve true and fair view of the state of affasirs of the company and the group as 2t 31 December
2015 znd of the company's and the group’s financial performance, changes in eguity, and its cash
flows for the yesr ended on that date; and

b} Give the information required by the Fiji Companies Act, 1983 in the manner so required.
Auditors have obtained all the information and explanation which, to the best of auditor knowledge
and belief were necessary for the purpose of the audit.

FPCL's Subsidiary
companies-Fiji

Ships & Heavy
Industries Limited

®*  Fiji Ships and Hesvy Industries Limited’'s core business comprises the slipping of maritime
wessels, ship repairs and maintenance, and heavy industry and engineering works. FEHIL's
substantizal Walu Bay site comprises 2 fully equipped engineering and steel workshop complex,
three slipways, a significant winch house, and is home to FSHIL's head office.

* Motable amongst the production highlights for the company this year were:

-The signingof a2 one-year contract with the Land and Water Resources Manzgement Division
through the Ministry of Agriculture to repair the Division's pontoons in Rews =nd Labass sites.
The signing of this hesvy industry sssignment advances FEHIL's stretegic objective To Build
Partnerships to Improve Quality and Responsiveness.

-Furthering plans to secure a commission from a major Korean ship building company through
the Ministry of Industry and Commerce, again to achieve new partnerships for building shipsin
Fiji.

-An refit sgreement was signed with Captain Cook Cruises for Spirit of the Pacific, 2 108 footer
topsail schooner oparating in the Mamanuca and Yasaws [slands.

-The company met its B0% minimum slipway usage objective for the year which required staff
to work systematically and strategically in order to mitigste the effects of unfavourable
westher conditions delaying deadlines.

-The company took the final step required before the extemal audit for 1509001 accreditation
with the completion ofits |50 QMS Gap Analysis standard operating procedures as part of the
company's journey towsards 1530 accreditation.

Other
Issues

Important

A large component of the prepayments made was to the Asian Dewvelopment Bank
[denominated in US dollars). Had the Company not been zble to make the timely debt
reductions sgsinst the U.5 dollar, it would have been exposed to large losses.

The mast important event for the year was Government's announcement of part-privitisation
of the Company, [the Ministry of Public Enterprises and the Ministry of Finance ) divesting 59%
of Company shares to private entities. The terms ofthe agreement specify that the Ministry of
Public Enterprises maintains 41% of the shares in FPCL and Fiji Mational Provident Fund
[FMPF), Fiji*s largest financial institution with total assets valued at 54.9 billion, scquiring 39%.
The second partnarin the agreement is 5ri Lankan conglomerate Aitken Spence PLC [ASPLC)
which acquired 20% of the total number of FPCL shares.

A further positive outcome of the agreement isthat government receives approximately 3.3
million from the sale of land to Fiji Roads Authority [FRA) for the rezlignment of the road and
bridge at Stinson Parade in the city of Suwva.

This year FPCL enjoyed success st the Fiji Business Excellence Awards. As first year entrant the
Company and staff received the Achievement in Business Excellence Award.

Amaongst the initiatives put in place this year was the signing of an MOU between FPCL and
FMU. Underthe sgreement environmental research reports are genersted by students — the
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aim of which is to actively contribute to Fiji Ports Environmental Monitoring Program.

*  The successful revision of Port tariff charges during the year will mean an increase in revenue
for the Company that is capable of impacting on future earnings sfter years of rates not
keeping pace with inflation. Although the success of this submission is a significant
achievement for the Company, increases would not have been put into action without first
ensuring stakeholders were informed.

®*  FPCL has taken the initistive to streamline internal processes before beginning the journey to
International Organisation for Standardisation (150) standards.

Gender Analysis ®*  Annuzl report provides the breskdown of st=ff into gender, on page 20.
®*  FPCL's Human Resources Plan determines that women employees at Fiji Ports are provided
opportunities to perform roles that are traditionally male dominated.

08 June 2017
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