CHARGING FOR PORT FACILITIES

By Ian G. Heggie*

INTRODUCTION

Publicly owned ports rarely price port services on a commercial basis. They do not
keep comprehensive cost accounts, and they make little attempt to relate specific
revenues to costs in any organised way. By and large, their tariff structures were
established before the turn of the century and have simply been extended and
revised to cover their added responsibilities and their increased costs. Although
tariffs clearly vary widely between ports—depending upon their administrative
structure and the extent of the services provide(f—Pi—they have typically been extended
to include quay dues and crane dues in recent times, and have been regularly
revised by raising all dues by an equal proportional amount.

A tariff generally levies dues in two main parts: those for services rendered to
vessels and those for services rendered to goods. Special dues are also sometimes
levied when the port hires out equipment or generally deals with non-port users or
non-port activities.

Dues on vessels might include: pilotage; charges for the use of tugs; harbour dues
(which cover a whole range of services including anchorage, buoyage, use of locked
basins and dredged channels, etc.); and some quay dues. Light dues and a number
of other special dues (e.g., sick mariners’ dues, lifeboat dues, and various welfare
dues) are also often charged against the vessel.

Dues on goods usually include a further quay due (often distinguishing between
alongside and lighter quays) ; a variety of handling dues; and storage charges after
the designated “lay time’ has been exceeded.

The financial objectives of public port authorities are rarely made exphclt except
for new investments, where governments tend to use a single set of investment
criteria for all public sector projects. Some countries, like the U.K., do have reason-
ably well defined long-term financial objectives: “After covering working expenses,
ports should aim at providing out of revenue for interest on loans, depreciation of
assets on a replacement cost basis, taxation and some margin for reserves to meet
contingencies and to help finance minor improvements” [1]. More specifically on
the question of charges, “Pricing policies should be devised with respect to the costs
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Table 1.
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Comparison of Principal Port Dues in Nine Selected Ports: Units of Measurement and Principal Charges and Conditions

(nrt = ret registered tonnage, grt = gross registered tonnage, gem = gross cubic metres, length (0,A.) = overall length between

perpendiculars).

GEORGETOWN SINGAPORE MOMBASA ABIDJAN
(GUYANA) (SINGAPORE) (KENYA) (IVORY COAST)
Unit of Measurement draft gre nrt nrt
Minimum Charge Flat rate up to 10 ft. Flat rate up to 1500 Flat rate up to 1000 Minimum charge
then by size. tons, then by size. tons, then by size. (equivalent to 750 tons)
then by size.
Charges and Additional charge for Additional charge for Maximum charge. Additional charges
PILOTAGE [Conditions shifting, docking or overtime. PP for delays.
undocking. L. In tow, shifting ..
Additional charge for half rate.
special services. Coasting vessels, cable
ships etc. ... exempt.
Unit of Measurement time and length (0.A.) gre
Charges and No tugs available. Higher dues payable for Flat rate for each Surcharge for delays
USE OF [Conditions shifting. service to vessels over and overtime.
sed 250 nrt distinguishing
UGS Additional charges for between vessels that are
overtime. < :
live or without steam.
Unit of Measurement |nrt or tons of cargo nrt nrt nrt
worked
Minimum Charge Minimum charge, equiva-
lent to 10 toms of cargo
worked.
Charges and Maximum stay of 30 days. After 7 days, one tenth Payable at anchorage or
Conditions of the regular due is buoys only.
HARBOUR payable per day or part. | ¢ oo e botidays
DUES Reductions for vessels and overtime.
staying less than 60 hrs.
> or re-entering the port
within 60 days.
Vessels for:
cleaning, etc. .. 1/2rat
bunkers, stores,
etc. .. 1/3rat
refuge .. no due for 48
hrs. then .. 1/3rat
native vessels, pleasure
craft, etc. .. special
rate.
Charges and Single due. Distinguishes between Single due covers Kenya
LIGHT Conditions vessels working cargo and Tanzania, payable at
or not. first port of call.
% .
DUES Optional anmual payment. | OPtional reduction if
P payment. | yessel disabled or seekin
refuge for less than 48 hys.
Unit of Measurement Freight tons and grt Length (0.A.) and time art
Minimum Charge Minimum charge under
QAY 1000 grt.
pugs |Charges and Flat rate per day. Reductions in minimum Higher charges payable At special purpose
Conditions for stay of 6 to 8 at deep water quay. wharves, three times
hours only. Flat rate charge for ;:gular due levied per
Additional flat rate lighterage, per ton of v
due on manifested tonnage | capacity, for each 12- Surcharge for holidays
worked. hour period. and overtime.
Lay-time 3 days Imports: 4 days
Exports: not specified
Charges and Flat rate per ton Flat rate per ton, Imports: ad valorem Special rates for
Conditions charge on exports approx. | charge & handling cost stowing/unstowing cargo.
38 percent higher than (subject to minimum).
on imports. Extra charge on cargo
due for Customs Warehouse
HANDLING Exports: Special tariff,
DUES+ by commodity.
Storage Charges. Storage charges payable Storage charges payable
per day after lay-time. per day after lay-time.
Rate increases on 8th Special rate for Trans—
and l4th days; reduced shipment cargo.
after 3rd week. Special
rate for Trans-shipment
cargo.

* All use nrt as the Unit of Measurement
4+ All use freight tons as the Unit of Measurement




CHARGING FOR PORT FACILITIES

Tan G. Heggie

Table 1. Continued.
SEATTLE SYDNEY HALIFAX ROTTERDAM SOUTHAMPTON DOCKS
(U.S.A.) (AUSTRALIA) (CANADA) (NETHERLANDS) (U.K.)
nautical mile grt nrt State pilotage .. draft draft

Minimum Charge (equiva-
lent to 21.8 miles) then
by distance.

Flat rate per mile.

Minimum charge (equiva-
lent to 480 tons) then by
size.

Maximum charge.

Inter and intra-state
vessels may be exempted,
Calling in ballast, for

stores, repairs, etc.
++« half rate.

Harbour pilotage also
payable per removal.

Half rate at Examination
Anchorage.

Additional charges for
delays and moving.

River pilotage .. draft

and distance
Municipal dues .. length
(0.A.)

Selected exemptions and
variations.

Additional charges for
special services.

Surcharge for delays.

grt

Tariff distinguishes
between vessels that are
live or without power.

Surcharge for holidays.

By Private Co's.

grt

Flat rate for each service|

to vessels. Towage pay-~
able over 1000 tons:

different rates for shift-

ing above and below 3000

gre
Standard tariff for towage

Surcharges for shifting,
nightwork and holidays.,

By Private Co’s.

nrt

(U.S. Tonnage Tax)
Maximum annual charge
equal to 5 times
individual due.

Vessels entering from

N. or Central America,

W. Indian Islands, Bahama
Bermuda, Newfoundland

or Caribbean Sea area of

S. America pay 1/3 dues.

Bunkering in less than
24 hours exempt.

Dues are payable every
6 months,

Vessels entering due to
weather, for repairs,
for bunkers, etc. are
exempt .

nre

Canadian vessels from any
place in Canada 1/2 rate)

Special tariff for vesselg
operating within harbour
limits.

Exempt:

government vessels,
non-commercial pleasure
craft, vessles in distreq
(in tow), Canadian
fishing vessels, etc.

Buoyage charges when
moored to a buoy .. mrt
per 12 hrs. Anchorage
charges after 30 days.
Minimum charge for
Buoyage and Anchorage.

gem and cargo worked.

There are three different
ways of calculating the
due. The charge is made
on the cheapest.

Selected reductions for
regular calls, bunkering
(if stay less than 24 hrs)
etc.

s

art scaled by cargo worked

Exceptional tonnage rates
for a stay of 72 hrs. or
less.

Vessels commencing or
terminating a voyage

or arriving for repairs,
etc. pay special dues

for periods up to 3 weeks.
Rent is payable after this
time.

Cruise vessels pay dues
on nrt and length of stay.

Payable every 3 months.
Selected exemptions.

Not payable.

Foreign voyages pay
approx. 83 percent more
than home trade.

Annual maximum.
Selected exceptions.

Length (0.A.) and time

Dockage charges are
levied for each 4-hour
period.

grt and time

Due is payable per 24
hrs. ot per 6 hrs. or
part.

nrt and time

Half rates are payable
after first 12 hours
period.

Half rates are also
applicable to lighter
working.

Same exemptions as for
Harbour Dues.

Length (0.A.) and time

Vessels over 600 grt
pay a due that is roughly
50 percent higher.

Combined with Harbour
Dues.

Flat rate per ton.

Variable rates per tom,
highest on imports.

Special reductions on
containers and refriger-
ated units.

8 days if gauging or
inspection required.
5 days all other goods.

Flat vate which varies
with commodity.

Special Wharfage charges
apply to traffic carried
to or from most of
Canada or in bond to or
from the U.S.

Storage charges payable
per day after lay-time.
After first four days
rate is doubled.

Included in Harbour Dues.

7 days.

Imports: Flat rate by
commodity. Reduction
for direct discharge from
ship to vehicle.

Exports: Flat rate on
measurement or ordinary
weight cargo. Rough

according to special
schedule,

Storage charges payable
per week by type of
commodity. Special rates
for Trans-shipment cargo.

weight cargo and exceptionp

Sources:

Ports of the World, Bemn Bros., Londen 1972,

Campbell, F.S., Port Dues, Charges and Accommodation,
Philip & Son, London, 1971-72.
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of the particular goods and services provided. Unless this is done, there is a risk of
undesirable cross-subsidisation and consequent misallocation of resources. The aim
of pricing policy should be that the consumer should pay the true cost of providing
the goods and services he consumes, in every case where these can be sensibly
identified” [2]. Other port authorities, on the other hand, like those in Francophile
countries, consistently price port services to cover current operating expenses only.
All capital costs are written off and treated as “‘social capital” on the grounds that
the port is an infrastructure facility designed to serve, and encourage, the country’s
foreign trade.

Port Tariffs Compared

An examination of individual port tariffs, even in those countries where some
general financial objectives exist, shows even less consistency. Not only do the
individual tariffs rarely contain any explicit statement of objectives; their implicit
objectives often contradict other national policies or lack any obvious rational basis.
Table 1 compares the principal dues levied in nine selected ports and shows the basis
of each due (i.e. the way in which it is levied) and the principal conditions and
exceptions applicable.

The dues on vessels and cargo are levied on a variety of bases. This is clearly
illustrated in Table 1. Dues on vessels are mostly based on a fixed charge on the
ship’s net registered tonnage (n.r.t.), but the gross registered tonnage (g.r.t.) measure-
ment is fairly common in the case of pilotage and tug dues. However, one has only
to glance at Table 1 to see that firm generalisations are impossible. The nine ports
included in the Table utilise everything from n.r.t. and g.r.t. to draft and distance
moved (for pilotage); a flat rate and duration of service (for use of tugs); tons of
cargo worked (for harbour dues); and overall length and duration of service (for
quay dues).

Table 1 also shows how extensive the conditions and exceptions are in each
tariff and how widely they vary between ports. For example, in the case of harbour
dues, certain ships are only charged dues at half (or less) of the prescribed rate. In
some cases (e.g. locally registered vessels) the lower due is clearly intended as a
subsidy; in others (e.g. vessels seeking refuge or discharging sick seamen) it is simply
conventional. Sometimes the reduced due can be justified on the ground that it
attracts more traffic (e.g. reduced dues when bunkering or taking on stores) ; some-
times it is simply the result of historical accident (e.g. former naval bases often
inherit a tariff which favours military users, while former dependency ports, i.e. ports
in former colonial territories, usually favour the local government). But some of the
conditions and exceptions defy any rational explanation. It seems extraordinary, for
example, that some ports should levy a due related to the length of time spent in
port or to the number of tons of cargo worked (which seems quite sensible), while
others only levy a charge once every six months, or levy a flat charge for a stay of
not more than thirty days.

The most unusual exceptions relate to light dues. It is perhaps possible to justify
a higher due on ships working cargo (on the ground that this enhances their ability
to pay); but why levy the due “not more than once in three months” or, as in Port
Louis, Mauritius, “once in 30 days or not more than twice in any one calendar
year”?

6
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The way the dues vary with the size of ship is illustrated by the index numbers in
Table 2.1 The structure of dues clearly varies substantially between the nine ports;
this confirms their lack of agreement on any universal pricing principles.

Dues on goods are invariably based on the freight or measurement ton, which is a
combined weight-volume measure and is usually based on a metric measure (1000
kgr. or 1 cubic metre) or an imperial measure (1 ton or 40 cubic feet). The main
variation in the goods dues lies in the length of the allowed “lay time” (the length
of time cargo is stored in the transit sheds without incurring any storage charges).
This is customarily accepted as three days, but, even among the nine ports shown in
Table 1, it varies from three to as much as seven days (or eight in the case of goods
needing inspection or gauging).

Special dues, e.g. charges for the hire of anchors, etc., are generally levied at a
fixed hourly or daily rate.

SUGGESTED OBJECTIVES

Current discussions of transport pricing concentrate on the role of the pricing system
in encouraging the efficient usage of existing facilities and in giving guidance on
investment and disinvestment in them. Pricing does this in three main ways:

(i) Tt measures the aggregate demand for each service and hence determines its
(social) profitability in relation to other competing infrastructure facilities. The term
“social” refers to the basis of the investment criterion, which could be financial costs
or shadow prices. It should ideally utilise social accounting prices [3], [4].

(ii) In the short run it leads to the most efficient use of existing facilities by
rationing scarce facilities and by encouraging the use of any excess capacity.

(iii) In the longer run it not only determines whether effective demand warrants
the continuation of existing services (i.e. it guides rationalisation and disinvestment
policies) but also determines the demand for new or improved facilities (i.e. it guides
innovation and investment policies). In the frequent case where responsibility for
port and “at sea” costs rest with different operators (the government and private
shipping companies), it also ensures that both long run and short run decisions are
effectively co-ordinated to ensure that total system costs are minimised or, when
demand is responsive to the quality of service, that the surplus of value over cost is
maximised.

To achieve these objectives without administrative direction of traffic, prices need
to be related to social opportunity costs. That is, they need to be based on the

1Four index numbers appear against each heading. They represent the level of dues payable on four
general cargo vessels as follows (n.r.t. = net registered tonnage, g.r.t. = gross registered tonnage,
length (O.A.) = overall length between perpendiculars):

Maximum Summer

Vessel n.r.t. gt (Length 0.4.) (ft.) Draft (ft.)
1 1000 2000 300 18
2 2500 4800 432 24
3 5000 9500 508 29
4 10000 18000 590 34

Each vessel is assumed to stay for 2 days in port and to work 1000 tons of cargo.



JOURNAL OF TRANSPORT ECONOMICS AND POLICY

January 1974

"¢L=1L61 uopuoT ‘uog R diq ‘uoyvpowossy puv saZivyy) ‘son(q rod S ' ‘Teqdure)) ‘z/61 ‘UOPUOT “soig UUSG Ppog Y1 fo SHO :SIOIN0G
17 9rea sournuy uidlsey ‘spremut aferonig

QUMY PU® J9AM UamIaq s8my Sursn xof on(ll

*901IAISS J[TW ()7 B WO PIseq 4

*£, 98ed uo 3303005 99g 1

961 000T 08¥% 961 0001 961 006 001
|anp Inoq.repy 691 00G LY 691 008 691 SLy 001
YIM paurquio) 144! 06¢ 0¥v¢ {44! 0S¢ il 0¥¢ 001
001 001 001 001 001 001 001 001 san( Leri)
a3ioyn) a5vyroq
368 006 1I¢g %S9 0001 08% 0001 0001 00L 0001 0001
961 GL¥y 80C 19¢ 00¢ 74 4 008 008 (1% 2 006 006
661 o¥¢ S¢I  L8I 06¢ 0¥¢ 0S¢ 0S¢ 0S¢ 0S¢ 0S¢ son(g
001 00I 00T o001 001 001 001 001 001 001 001 Inoq.rery
] q |4
apvag
G6% 001 0LI 099 ¢8¢g 001 L91 00¢
sorueduwroo €8¢ 001 sorueduwod (141 L6S 00¢ 001 L91 00¢ Slqereae
sreand 861 001 sreand 001 0L LE1 001 L91 002 s8m
Aq ) 001 Aq 001 00l 001 001 001 001 ON  s3ny joasn
(8ng 43q)) (8ng 4sd) usmod Hog ypuaqu)
savy  moynm unm 40 yuog
Fuufiyg
€66 681 €9¢ 96% S6% LGL 08¥% 001 0001 LIS 09¢ 4%
8¢¢ £L91 GLT  19¢ 09¢% €6% LY 001 00¢ 0%¢ 1394 89¢
981 ¢¢l I¥1  LSC 6SC 01¢ 0¥¢ 001 0S¢ oS1 GGl 761
001 001 00I 00T 001 001 001 001 001 001 001 001 a8ejo1g
ANOQUDET aoupygusy (0o 4401 ADIS
orqus fop vag  -wunpy
(xn) (spuvpszyron) (opuvp) (vywusny) (v'sn)  (1swop daoay)  (vdusy) (a40dv3uzg) (vundng)
sys0(T uoyduvyinog wop.aoy xofivpr  doupdy sy unlpiqy DSDQUIOTAT 240gp5urg UM01254022)

1579553/ 054D)) [D42u3x) Pa21g UaAIIUT N0 €q 31qaDg san(T fo sisquinp® xapup
IS0 paraa]as aurN" ur San(q 1404 Jo aumomurg ay1 fo uostivguior)

g a1av],



CHARGING FOR PORT FACILITIES Ian G. Heggie

marginal social opportunity cost of the resources used to provide each service. If
users are prepared to meet this cost by the actual prices they are prepared to pay,
it is then reasonable to suppose that they prefer to purchase this service rather than
the alternative goods or services (opportunities) they have implicitly foregone.

There is one further reason why port charges should preferably be related to
social opportunity costs. Except for special purpose ports, the bulk of port traffic
consists of vessels belonging to one or more of the major shipping conferences. These
vessels operate within the framework of a published conference tariff. These tariffs
are fairly inflexible: rising costs are generally dealt with by increasing all conference
charges by a pro rata amount; port congestion and other temporary phenomena
(e.g. the Suez Canal closure) are usually dealt with by an ad hoc surcharge. This
means that port investments which reduce ship costs in one port, e.g. by speeding up
turnround time, only indirectly affect that port’s freight costs. The savings in ship
costs simply lower the overall level of the entire conference tariff (in inflationary
conditions it clearly does this by marginally slowing down the rate of increase of the
overall tariff level), so that the specific benefits attributable to the investing port are
spread—more or less evenly—over all other ports served by the conference. The
country carrying out the improvement thus taxes its citizens to finance the invest-
ment, but receives only part of the benefit back in the form of reduced shipping
rates: the conference tariff effectively redistributes income from the “host” country
to all the other countries served by the conference. An important function of a port
tariff is thus to “tax’ these benefits to ensure that the host country recovers as much
benefit from its port investment as it can. This clearly argues in favour of a cost-based
tariff, and illustrates how important it is to tie in a revised tariff structure to any new
port investment.

The use of a non-cost-based pricing system is usually defended by a series of
erroneous arguments. It is often argued that low freight rates—particularly on buses
and railways—constitute a desirable form of income redistribution. Alternatively,
itis argued that they help to control inflation; that they help to create national unity;
or that they open up foreign markets and hence provide the means, and the motiva-
tion, necessary to encourage rapid economic develepment. These arguments do not
stand up to a critical examination. There is virtually no evidence to suggest that
transport subsidies are more effective than other fiscal policies in achieving any of
these objectives, and fiscal policies are generally easier to administer and more
discriminatory in their effect. Indeed, transport subsidies often subvert the very
policies they are meant to achieve. For example, some countries attempt to encourage
employment by offering selected subsidies to “desirable” industries. This often
includes the waiver of crane and other harbour handling dues, which clearly
encourages a type of port-based industry with heavy import—export requirements
(e.g. metal smelting, fertiliser manufacture, petro-chemicals, etc.). These are
capital-intensive industries and create only a mirimal number of new jobs. The
supposed subsidy to employment might thus do little more than attract low labour-
input industries.

The same argument applies to port services provided free of charge to government
departments (as they often are in former dependency ports). In effect this means
that other port users have to pay a higher average level of dues, so that government
departments can enjoy their own imports and exports free of all port charges. The

9
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potential distortions implicit in this subsidy are enormous. Any cargo imported or
exported through the port incurs some port costs: it uses labour, fuel, lubricants,
equipment, utilities, and so on. In the longer term, since the importing (or exporting)
department does not have to meet the capital cost of new facilities, it also tends to
encourage over-investment and over-elaborate investment. It likewise encourages
government departments to substitute imports for domestic production, since, by
waiving all port charges, the government effectively offers its departments a more
favourable exchange rate at which to buy imports. This clearly cuts across other
national policies (e.g. tariffs) which attempt to reduce imports. The more favourable
exchange rate has little effect on exports, because government departments are
principally buying rather than selling agencies.

The general conclusion is thus that a tariff of dues and charges should be based
on the social opportunity cost of providing each service. Subsidies, whether to govern-
ment departments or to private users, should be made explicit and should only be
offered to selected users on non-discriminatory national policy grounds. If the
government wishes to subsidise certain activities it should subsidise them directly
and should not require third parties to subsidise selected users from their own
revenue. Discriminatory subsidies inevitably lead to losses which have to be met by
subsidies from general taxation or from a form of private taxation (cross-subsidisa-
tion) which makes some users pay more than their fair share of the costs in order
that other users may enjoy these services at less than cost. Subsidies should thus be
specific, and the cost of the subsidy should be openly met from central government
revenue.

One of the simplest ways of dealing with the subsidy issue is to require that a
“subvention due” be declared on all subsidised traffic. These dues would clearly
have to be declared on instruction from the government, which would then become
liable for meeting the difference between the normal due and the subvention due at
the end of each accounting period. The ultimate responsibility for meeting the
subsidy would thus be transferred from the port authority to the government agency
asking for it.

A COST-BASED TARIFF

Two major issues arise in relation to a cost-based tariff: which expenses are to be
covered by prices and how should they be recovered. The method of recovery also
involves the choice of a unit (e.g. the ship, its n.r.t., its g.r.t., the freight tons handled,
etc.) upon which to base the charges.

The expenses relevant to a cost-based tariff can be conveniently categorised as:
(i) Immediately escapable costs; (ii) Joint costs; (iii) Common costs; (iv) Inescapable
costs; (v) Social costs [5].

The last category, which can be further subdivided into items (i) to (iv) above,
represents the difference between the usual market price, and those people who pay
or receive it, and social opportunity costs (including an allowance for such things as
indirect costs and benefits to third parties and amenity values). The most important
discrepancy between private and social costs in most ports (in both developed and
developing countries) is between the market wage and the social accounting price of

10



CHARGING FOR PORT FACILITIES Ian G. Heggie

unskilled labour. There are clearly other social costs as well (for example, the social
costs of oil spillage or the visual intrusion of shipbreaking), but they usually pose
enormous difficulties of identification: who is doing what, to whom, and by how
much? They are therefore commonly dealt with by means of ambient standards
rather than by social accounting prices.

It is fairly clear that immediately escapable costs should form the basis of any
minimum charges in a cost-based tariff. Users should be required to meet those
expenses which could be immediately avoided if they did not receive the service.
Where such costs exist, and can be identified, the tariff should thus ideally provide
for a minimum charge.

Although the joint and common costs can be recovered in a variety of ways, there
is sense in employing price discrimination to allocate the indivisible expenses
“according to what the traffic can bear”. This principle is consistent with the
assertion that ‘“he who benefits should pay”; it recovers the indivisible expenses
from beneficiaries without the need for cross-subsidisation (or general revenue
subsidies) and encourages the maximum usage of facilities; and the individual
contributions towards these expenses are distributed more or less in proportion to
the magnitude of individual benefits (which determines what the traffic can bear).

The principle of price discrimination can also be applied to inescapable costs.
The only real difference is that the previous indivisible expenses (joint and common
costs) are escapable, and the relevant assets should therefore only be renewed, or new
assets should only be provided, if sufficient revenue can be extracted from users to
meet their replacement cost. Fixed costs are inescapable and the fixed assets should
continue to be used, whether or not the revenue extracted from users covers their
historic or notional replacement cost. The assets may originally have been provided
on the assumption that users were willing to bear their full cost; if, in the event, they
are not prepared to do so—either because the original assumption was mistaken or
because of windfall losses—the shortfalls should simply be written off as a normal
business loss. For example, if the historic cost of lighter quays cannot be recovered
from users they should continue to be used, provided users cover all the escapable
and indivisible expenses associated with them.

The question of private versus social costs is more difficult. The solution generally
recommended is for the port to calculate all its dues and charges on the basis of social
accounting prices—with due allowance for indirect costs (e.g. congestion) and
benefits and any important non-monetary items—and then for the government to
make up the difference between the port’s actual revenue and expenditure at the
end of each financial year. However, this Utopian solution is not without its draw-
backs, and few governments seem willing to consider it as a viable long-term solution.
It generally upsets the government’s budgetary procedures; it poses extremely difficult
management accounting problems; it affects competition between the private and
public sectors (e.g. many ports hire out equipment, or lease land, in competition with
private operators) ; and, where capital is malleable, it may not adequately discourage
the adaptation of capital facilities to minimise recurrent financial costs rather than
apparently nebulous shadow costs (e.g. labour-intensive operating equipment may
be replaced by capital-intensive equipment to minimise current operating costs at
market prices).

11
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The widespread use of accounting prices, except for certain types of investment
decisions, is therefore unlikely, although it is still worth trying to utilise them on a
partial basis. For example, when there are major discrepancies between market
prices and social opportunity costs (this applies particularly to the price of labour),
the port authority (or government planning unit) could be required to assess what
effect the use of social accounting prices would have on the relevant due and how
this was likely to affect traffic. Where the analysis showed that the use of a social
accounting price would encourage more traffic, or lead to other indirect benefits,
the port might then be asked to declare a special “subvention due”. The difference
between the subvention due and the normal due would then be met from central
government revenue in the normal way.

The difficulty with this arrangement is that the port authority, or government
planning unit, has little incentive to get involved in such inquiries. The price
elasticity of demand for port services is generally fairly low, so that the port authority
stands to gain very little from the declaration of a subvention due; most government
planning units likewise shy away from confrontations with the Treasury on the ques-
tion of overt subsidies. No one, except the shipper, may therefore have any overriding
reason to ask for a subvention due; and the shipper, because of the complexity
and difficulty of calculating accounting prices, is not in a position to do this unaided.
The subvention due, though desirable in theory, may therefore prove impossible in
practice.

There is one major qualification to these pricing principles. It is not always
possible to reconcile efficiency with the principle of price discrimination. At one
extreme, price discrimination means that each ship, each consignment, and each
commodity should pay a different due in relation to its “ability to pay”. At the other
extreme, the need for simplicity, together with the objective of minimising the cost
of administering a pricing scheme, means that variations have to be kept to a
minimum. An actual tariff must reach a compromise between these two extremes:
it must be neither too complicated nor too simplistic. This is difficult to achieve, and
it is therefore a wise precaution to allow for the ad hoc declaration of “promotional
dues”. The philosophy behind these dues is that there is great merit in simplicity,
but that there is always the danger that a simple tariff structure may overlook the
needs of certain users, e.g. ships loading or discharging small volumes of cargo or
users trying to establish themselves in new markets. Instead of trying to allow for this
traffic by means of a formal exception in the published tariff, it may be preferable
to deal with any special circumstances by declaring a special promotional due, which
exceeds immediately escapable costs but is less than the normal due.

Since the promotional due often deals with a temporary phenomenon, e.g. new
traffic, it should be periodically revised. It also differs from the subvention due in
that the difference between the promotional due and the normal due does not need
to be met from central government revenue. The traffic subject to the promotional
due would not have existed at the normal rate; so, provided the due exceeds immedi-
ately escapable cost, the port authority should have some interest in encouraging it.

The second major issue raised by the use of a cost-based tariff is the choice of a
satisfactory unit upon which to base the charges. The first distinction must clearly
be between dues on vessels and dues on goods.
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Dues on Vessels

Table 1 clearly shows that dues on vessels are levied on a variety of bases. A charge
based on the vessel’s n.r.t. is the most common, although g.r.t., number of tons of
cargo worked, and duration of service are also fairly common.

To cover those immediately escapable costs which do not vary with the size of
ship, a fixed charge—or one related to the duration of service where this varies and
affects escapable costs—is clearly quite sensible. This applies mostly to pilotage and
the use of tugs. It is therefore not surprising that some tariffs recover any variable
element in these categories from a fixed or minimum charge (presumably where the
service rendered is similar for all vessels) or from a charge based on duration of
service.

When immediately escapable costs do vary with size, a possible alternative would
be a due related to g.r.t. (which measures the volume of the ship’s enclosed spaces,
except for certain exempted areas, and is a reasonably good measure of size for most
standard ships) or to some other dimension (length, beam, or draft). There are some
problems, however, since many of the changes which are occurriag in ship design
give rise to substantial variations in these measurements.

For joint and inescapable expenses, the relevant basis for charging is the ship’s
“ability to pay”. Joint expenses cannot be avoided unless the other elements of the
joint service are also discontinued; inescapable ones cannot be escaped under any
circumstances. The relevant criterionis therefore to recover as much of these expenses
from each user as possible. This is normally done by charging what the market will
bear, or in relation to each user’s ability to pay.

Common costs are a little more difficult. Some of them, e.g. the maintenance of
existing quays and transit sheds, are largely independent of the size of ship or of
actual usage. Others, particularly those which represent a capital facility requiring
periodic replacement, do generally vary with the size of ship as well as with the
duration of service. It follows that common expenses must usually be recovered by
means of a charge based on a composite measure of size of ship, duration of service,
and ability to pay. This conclusion is similar to that reached by the U.K. Dock and
Harbour Authorities Association [6], which recommends that dock dues (which cover
the cost of dredged channels, lock entrances, dock basins, etc.) should be recovered
by charging according to n.r.t. (as a measure of ability to pay) with occasional
variation by length of stay and by size of ship.

The size of ship can be readily measured in terms of its g.r.t. or by a single or
combined measure based on length, beam and/or draft. The final choice will clearly
depend on the type of costs involved: do they vary with length (quays) or with beam
and draft (lock entrances) ? The duration of service is most easily measured by time
(number of hours used) or by a simple proxy correlated to duration of service, such
as number of tons of cargo worked.

The n.r.t. is usually cited as one of the best measures of a ship’s ability to pay.
It measures the volume of space available for carrying paying cargo (including deck
cargo) and is arrived at by deducting certain working spaces, €.g. propelling spaces,
crew and navigation spaces, etc., from the ship’s g.r.t. To be wholly consistent,
however, ships should be classified by types, since, although the n.r.t. measures the
space available for carrying paying cargo, it does not distinguish between passenger
space, general cargo space, and liquid cargo space.
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Another extremely important, though often neglected, measure of ability to pay
is the number of tons of cargo worked in port. This is convenient as it can also
measure the duration of service. The working time a ship spends in harbour or
alongside a quay (excluding delays due to weather or to port closure) is partly a
function of the amount of paying cargo it works. Since a ship incurs a number of
relatively high fixed costs every time it calls at a port (e.g. it incurs extra mileage and
spends time opening and closing hatches), the unit costs of carrying the cargo clearly
fall as volumes increase. Large volumes of paying cargo (which generally increase
the ship’s length of stay in port) thus point to lower unit shipping costs and hence to
increased ability to pay. The measure of ability to pay might thus combine the
ship’s n.r.t. with the number of tons of cargo worked, or might use the latter as a
substitute for the former.

Only a few of the expenses chargeable to a vessel do actually vary with the ship’s
size, its length of stay in port, or any other characteristic of its visit. In a normal port,
for example, the expenses attributable to breakwaters, upkeep of navigation lights,
etc., are largely independent of usage or of the ship’s size. Even in an item like use of
tugs it is often only the cost of fuel, lubricants and stores which varies with the ship’s
size and the duration of service. Only when special tugs are used do further costs
become relevant. It is therefore sensible to recover these expenses on the basis of
ability to pay, i.e. on the basis of n.r.t., subject to a minimum charge to cover any
immediately escapable costs.

Harbour and Quay Dues

In the case of items like harbour and quay dues the division is more difficult. Part
of the harbour due should cover the relatively small escapable and common costs of
maintenance dredging and moorings. The remainder should cover (or should con-
tribute towards) the cost of capital dredging. The quay due should likewise contri-
bute towards the very large fixed cost, and very small escapable expense, of locked
basins and alongside quays. :

In both harbour and quay dues the fixed costs are a function of the ship’s size.
In other words, it is the larger vessels that require more capital dredging and larger
locked basins, and it is the longer and heavier vessels that require longer and
stronger quays. However, once the harbour has been dredged, and once the locked
basins and quays have been built, port costs are virtually unaffected by the size of
ships using them. For example, the cost of capital dredging is inescapable in all
senses and, once incurred, is not affected either by frequency of use or by the size of
ship (maintenance dredging is only marginally affected by use). There are therefore
strong arguments in favour of treating all past capital dredging and all existing
quays as a sunk cost to be recovered (or as much of it as possible) in relation to the
ship’s ability to pay (as measured by its n.r.t.) and not in relation to its size.

When new capital dredging is considered, there are equally strong reasons for
arguing that deeper water should not be provided unless the ships requiring the
deeper water are prepared to meet its expected cost. This is normally taken to imply
that such charges should be related to the ship’s size as measured by its g.r.t. or by
some combined measure of length, beam, and draft. On closer inspection, however,
the answer is less clear.
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The argument suggests that the historic costs (or as many of them as possible)
associated with the provision of the present depth of water should be recovered on
the basis of each ship’s ability to pay, i.e. on the basis of its n.r.t., while the costs of
any further capital dredging attributable to harbour works should be recovered
from the larger vessels that require the extra water. This nevertheless does not
suggest a charge based on size. It suggests that, beyond a certain size, a due should
be collected which, in total, equals the cost of providing the extra depth of water
required. On reflection, it is easy to see that the best way of recovering the necessary
revenue will again be according to the ship’s ability to pay.

The main dimensions which affect dredging costs are the ship’s length, beam and
draft. Draft is generally the most important and, in ships of standard design, is also
closely correlated with the other two dimensions. If charges are related to draft, they
therefore take some account of the ship’s length and beam as well.

To scale the capital dredging charges by means of an actual draft measurement
(maximum draft, fore and aft, both in and out) is fairly simple. In theory one would
like to vary the standard due, based on the ship’s n.r.t. measurement, for each foot
of actual draft. In practice this procedure would be both cumbersome and unneces-
sary. Itis far simpler to cover the current maximum permissible draft (or that obtain-
ing in the recent past) and then to deal with any future dredging (or that carried out
in the recent past) in intervals of about 6 feet or 2 metres. The task of the pilots, or
whoever is responsible for recording actual draft, is therefore simplified to recording
into which range of draft a particular vessel falls.

In practice few size ranges may be needed. It might be quite sufficient to simply
classify vessels into “‘standard” and ‘“jumbo” classes. When a vessel exceeded a
certain draft (corresponding to the maximum permitted draft before the harbour
was deepened) it might then be required to pay a “jumbo draft surcharge” as an
increment on the standard due. The actual draft is not all that difficult to measure
(some ports, e.g. Formosa, already base some of their charges on actual draft) and
could be readily recorded in most standard ports.

It is sometimes argued, however, that the principle of discriminating by draft is
not relevant to sunk costs. Once the capital dredging has been completed it is
inescapable in all senses and might just as well be recovered by a standard tonnage
due on all vessels using the harbour. This argument has some appeal but overlooks
the fact that the new dredging has only been undertaken (or should only be under-
taken) for the benefit of the owners of deep draft vessels willing to meet this cost.
If they are not willing to meet it, the dredging should not be carried out. Since they
must therefore be willing to pay the surcharge, and are able to do so out of their
extra benefits from using deeper draft vessels, there is no point in gratuitously pro-
viding them with this benefit and charging part of the cost of the dredging to the
shallower draft vessels which derive no specific benefit from it (or to the general
taxpayer). The uniform charge may inadvertently discourage some of the smaller
vessels from using the port or, more probably, will cause them to raise their charges—
or reduce their quality of service—to meet this new expense. All this can be avoided
if the costs of the additional dredging are attributed to the vessels that derive some
benefit from it.

The general conclusion from this discussion is that indivisible and fixed costs should
be recovered by means of a charge on the ship’s n.r.t. For capital dredging the charge
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should be scaled by actual draft, with the scaling intervals expressed in units of
6 feet or so. This conclusion is similar to that of the U.K. Dock and Harbour Authori-
ties Association [6], which recommends that “conservancy dues” (which cover the
cost of harbour works, navigational aids, and various services like radio, port
information, etc.) should continue to be charged for on the basis of n.r.t. The
Association felt that a due based on draft would be desirable but that, at least under
U.K. conditions, it would be impractical. It did not, however, consider a due based
on n.r.t. varying over different ranges of draft.

The arguments for relating quay dues to the size of ship are similar to those for
harbour dues. In the case of discrete quays it is clear that their design length is a
direct function of the length of ship wishing to use the quay. It is therefore again
sensible to recover the cost of longer quays from the ships requiring this extra length
and, following the arguments set out above, the most convenient method of doing so
is by means of a “jumbo length surcharge”. The same argument applies to con-
tinuous quays, since the overall design length of quay is again a function of the
length of ship wishing to use the quays. The relevant length, the length between
perpendiculars, is readily available from the ship’s International Tonnage Certificate
and provides a convenient basis for levying a surcharge on all vessels over a specified
length.

Dues on Goods

Dues on goods are generally based on the freight or measurement ton, differentiat-
ing between different types of cargo. The handling due for general cargo commonly
includes provision for several days’ lay-time (i.e. the cargo may remain in the transit
shed for a certain number of days without incurring any storage charges); after
that it is removed to a warehouse where storage charges become payable. There
seems to be little reason for changing this basic structure except to ensure that the
lay-time is not excessive (three days is generally quite long enough for documentation
and inspection), that the dues levied always cover immediately escapable costs, and
that the cargo classifications used broadly embody homogeneous cost characteristics
and a uniform ability to contribute towards joint, common and inescapable costs.

IMPLEMENTATION

Most tariffs do not maintain a clear distinction between “vessel”, “cargo”, and
“special” dues.

The different parts of the tariff should clearly distinguish between elements of
service. The quay due should relate to the use of a quay, either an alongside quay or a
lighter quay, by ships and lighters. Only those quay costs directly attributable to
both ship and lighter services should appear in this due. The handling due, on the
other hand, which refers to services rendered to cargo, should clearly include all
those costs—quay, transit sheds, open storage, access roads, security, etc.—which
constitute handling.

There is likewise scope for consolidation. Dues on ships are often collected
separately for pilotage; towage; use of tugs; anchorage; and a number of other
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separate items, including such things as the upkeep of lights, the upkeep of break-
waters, and seamen’s welfare contributions. Dues are also frequently subject to a
number of arbitrary provisions. For example, they may be levied only once in any
period of 30 consecutive days or not more than twice in twelve calendar months;
they may provide concessions for frequent visitors; or they may distinguish between
ports of origin and destination or between ports of call and terminal ports. Most of
these provisions are no longer justified (if they ever were) and can usefully be
dropped.

Dues on goods generally distinguish too many commodities. The tariff generally
embodies numerous classifications which, though possibly relevant at one time,
rapidly become obsolete and soon diverge from the actual cargo-handling character-
istics of a commodity, the cost of handling it, or its ability to pay. Most tariffs can
therefore be enormously simplified by the simple process of consolidation and
revision.

A useful adjunct to the process of revision is to explicitly allow for the periodic
review of the structure and level of dues. Any tariff structure should be regularly
adapted to deal with changes in traffic and cargo handling methods (i.e. to formalise
any new dues which may have started as promotional dues) and to revise estimates
of costs, traffic volumes, and the cost of replacing perishable assets as new information
becomes available. The basic level of dues might thus be calculated for a 3 to 5 year
period, subject to statutory review at the end of each period.

There are clearly many practical problems associated with the introduction of a
cost-based tariff. The most pressing is usually that the cost accounts of the port only
rarely classify expenditures under the kind of functional headings required for effi-
cient cost accounting. The choice of a cost-based tariff thus often requires a complete
overhaul of the costing procedures. Where the port is operated as a department of
government, or as a semi-autonomous public authority with limited financial
responsibilities, it may also require a revised financial structure to ensure that
assets are properly reflected in the capital accounts.

One of the most difficult practical costing problems is the treatment of “sunk”
costs and the cost of new (avoidable) assets. For example, cargo dues are usually
expected to cover the cost of the durable quay facilities provided to service cargo.
These expenses include the capital and maintenance costs of the part of the quay
provided to service cargo; the hard standing in front of the transit sheds; the transit
sheds; any open storage areas; and the access roads and perimeter fences. A certain
proportion of the cost of administering the port, the part which could be avoided
if no services were provided to cargo, should also be recovered from cargo traffic.

It is difficult to know whether these dues should be based on the cost of the
existing quays (where most costs are sunk and could only be recovered in part by
resale for other purposes); on the cost of a new alongside quay, the cost of which is
still immediately escapable; or on a combination of both, perhaps distinguishing
between the actual quays used by different ships.

A new alongside quay is generally built as a replacement to serve current traffic,
as an extension to serve new traffic, or in response to the demand for better cargo-
handling facilities. Since the overall level of demand thus leads to additional invest-
ment, it seems sensible to measure the intensity of this demand by basing cargo dues
on the cost of providing a new alongside quay. However, this could lead to the
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underutilisation of the existing (less efficient) quays. The tendency therefore has to
be corrected, possibly by using a promotional due (on a discriminatory basis) to
ensure that marginal users are encouraged to use existing quays as long as any
surplus capacity exists. Since virtually none of the costs associated with the existing
quays are immediately escapable, the “promotional due’ could fall very near to
zero. The only qualification is that the sum of the revenue earned by the existing
quays should at least meet the annual cost of maintaining them, together with
their annualised resale value.

The cost of durable assets is generally based on net replacement costs (i.e. replace-
ment cost less scrap value), or on resale values (opportunity costs) where these are
relevant. Only where costs are fixed, i.e. inescapable in all circumstances, and where
the asset has no resale value, are historic costs used, although, when the resulting
level of charges seems likely to deter traffic, some of the fixed costs are simply written
off as a business loss. The economic life of durable assets is generally based on their
expected physical life (e.g. piled quays, 35 years; tugs and pilot launches, 20 years;
mechanical equipment, 10-15 years). For assets with very long or infinite physical
lives, a figure in the region of 50 years is generally used.

The amortisation costs (capital recovery payments) of the durable assets are a
joint cost, i.e., the costs in any one year are a joint cost wtih the amortisation costs
in all the other years of the lives of the assets. Although this means that amortisa-
tion can be recovered in a variety of ways—earning different surpluses during each
year of the asset’s life—it is simpler (in real terms) to require each real unit of service
provided by an asset to make an equal contribution towards its real net replacement
cost. The effect is similar to that of historic costs: it does not allow for inflation, but
does correct for any expected changes in relative prices. In algebraic terms:

d

_Ro[1—(147)/(1+R) 1
C Vo (1-[1+n)/1+R)](1+7/(1+R)

where d = the due;
Ro = the real replacement cost of the asset in year o;
Vo = the volume of traffic serviced in year o (measured in n.r.t. or freight
tons, etc.);
r = the rate of growth of the service provided by the asset;
R = the discount rate;
T = the physical life of the asset.

The difficulty with this formula is that it does not allow for inflation: the total
amortisation payments do not add up to the “actual” cost of replacement in year 7.
The dues in each year must therefore make an additional (joint) contribution
towards an “inflation fund” if the actual costs of replacement are to be recovered.

Inflation

Inflation is generally dealt with in one of two ways. The first is to depreciate the
asset on the basis of historic cost, the difference between historic and replacement
cost being made good either by further capitalisation (often disguised as the cost of
“technical improvement”) or by drawings from a special “inflation fund” made up
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from surpluses earned on the port operations as a whole. The second method, which
is often recommended for government budgeting [2], is to depreciate on the basis of
estimated replacement costs. This has the effect, in the above equation, of replacing
Ro by Ro(1+i)T, where i represents the estimated annual rate of inflation. This
clearly raises all charges, both those in the current year and those in distant years, by
a factor (1-1)7 representing the extent to which replacement costs are expected to
exceed real costs over the period of T years.

This latter method does, to some extent, penalise users during the early years of
the life of the asset by requiring them to contribute towards the estimated rate of
inflation at a future point in time. With durable assets there could be a 20 or 30 year
period over which not only ¢ would be extremely uncertain, but (1 +:)” would be
fairly substantial (e.g.if T = 30 years and ¢ = 3 per cent, (1 +i)7 = 2-43). But this
method of depreciation has an even more serious drawback. When assets which are
separately accounted for (e.g. alongside quays versus lighter quays) are of a different
age, it positively discriminates against the newer asset. This is easily shown. The
estimated cost of replacement in year 0 is Ro(l+i)7. Five years later it will be
Rs(1+14)T, where Rs = Ro(l +i)5 together with any change in relative price that
might have taken place between years 0 and 5. If the latter effect is ignored, the
depreciation charge debited to the newer asset will thus be (1 +)5 times higher than
it 'is for the older one. The same bias clearly also applies to depreciation based on
historic costs.

One way of avoiding this distortion is to base the due on real costs, but to correct
the due in each year for changes in the time value of money. In other words, the due
in each year is simply increased by the average rate of inflation over the previous
year. This means that the due in year 5 will now become d(1 +3)5, which makes it
exactly equal to the due in year 0 of an asset replaced in year 5. The general formula
for the calculation of dues will thus become:

Ro wx
d-—%(l—i—z)
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where Ro(1+i)* now represents the real replacement cost of the asset in year x.
When relative prices are expected to remain stable (it might be reasonable in many
circumstances to assume that they do), this will correspond to the current replace-
ment cost of the asset.

The above method still leaves one question unresolved. The sum of the deprecia-
tion payments, discounted at the appropriate interest rate, will still not add up to the
actual replacement cost of the asset when replacement falls due. It therefore still
requires some form of inflation fund, or a regular source of additional capital, to
make good this difference. The shortfall will nevertheless be somewhat smaller than
that incurred by historical cost depreciation.

Of the two methods discussed for meeting the shortfall the inflation fund is prob-
ably the better, since it does ensure that sufficient surplus is extracted from port
users to cover the cost of any new (avoidable) assets. It thus helps to monitor the
overall level of demand for port facilities to ensure that such replacements are really
necessary in the sense that users are willing to pay for them.
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CONCLUSION

Tariff revisions are generally associated with attempts to raise charges. They are
therefore usually resisted by both shipping companies and cargo interests (who
always seem to complain that charges are already too high in relation to “other”
ports), and they generate little interest from the port authority because of the lack of
ultimate financial responsibility and the cost accounting and other difficulties.
The prime objective behind a cost-based tariff is nevertheless not to raise charges,
but to alter the relative level of dues to ensure that costly port services cost more than
inexpensive ones. It may also raise (or lower) the overall level of dues, but this is
incidental to the main purpose of the revision.

In the short term, the overall price elasticity of demand for port services is fairly
low (i.e. the aggregate volume of traffic is fairly insensitive to changes in port dues).
The usage of individual facilities within the port complex, on the other hand, is far
more sensitive. This is where tariff revisions becomes important: they can ensure
that the usage of underutilised facilities is encouraged and can ensure that expensive
special-purpose facilities are used by the vessels which derive the most benefit from
them. This is unlikely to be achieved by the administrative direction of traffic (by
the port master) or by the use of first-come first-served principles.

In the longer term, a cost-based tariff measures the priorities of different types of
port improvements, and interacts with vessel design to ensure minimum system costs.
Without cost-based dues it is extremely difficult to compare the demand for deeper
water with the demand for better quay handling equipment. The refusal to relate
dredging costs to deep draft vessels likewise encourages ship owners to minimise
their “at sea” costs at the expense of relatively higher port costs. Total costs are
not thereby minimised (i.e. the surplus of value over cost is not maxmised), so the
consumer—whether through taxes or through higher port charges—ultimately pays
a higher price.

APPENDIX
EXAMPLE OF A COST-BASED TARIFF*

The organisation and structure of a cost-based tariff is self-explanatory. In practice,
the document might start with a preamble summarising the principal financial
objectives it embodies. This has not been done in the present example, which begins
instead with the Definitions and Conditions applying to the tariff. This is then
followed by the main body of the tariff, which is subdivided into Schedule A: Dues
on Vessels (which incorporates pilotage, use of tugs, towage, harbour dues, and quay
dues); Schedule B: Dues on Cargo; and Schedule C: Equipment Dues.

Items (1) to (7) of the Definitions and Conditions define the basic units upon which
the tariff is based. They allow for the possible ratification of the new International
Convention on Tonnage Measurement [7] and provide for the automatic revision
of the tariff once the new gross and net measurement tonnages have been introduced.

*This is based on a recent study of Port Louis, Mauritius, carried out for the U.K. Overseas
Development Administration by Sir Alexander Gibb & Partners and Freeman, Fox & Associates.

20



CHARGING FOR PORT FACILITIES Ian G. Heggie

Items (8) to (12) list the conditions, and exceptions, under which ordinary dues are
levied. Some of the variations are fairly arbitrary, although they have been related,
as far as possible, to differences in ““ability to pay”, to differences in port costs, and to
current shipping practices (e.g. items (11) (a) and (b) are purely conventional).

Items (13), (14) and (16) deal with methods of payment, while item (15) deals
with the definition of handling dues and makes an allowance for the reduced cost of
delivering (or receiving) goods by a shipper’s own vehicles direct rather than via
the permissible lay-time in the transit sheds.

The final two items, (17) and (18), deal with promotional dues and subvention
dues. These are designed to supersede the regular dues when the port is trying to
attract more traffic (or to encourage a change in shipping or handling methods)
or when the government decides to subsidise selected dues for national policy
reasons. In the event of marked differences between market and accounting prices,
the subvention due enables the government to rectify specific distortions in market
prices.

TARIFF OF DUES AND CHARGES
Definitions and Conditions

(1) For the purpose of levying dues, a ship’s tonnage shall be determined as pro-
vided under section . . . of the . .. Shipping and Harbour Ordinance for dues pay-
able on a ship’s tonnage, with the addition required in section 85 of the U.K.
Merchant Shipping Act, 1894, with respect to deck cargo.

(2) When the International Convention on Tonnage Measurement of Ships, 1969,
comes into effect it shall, subject to the provisions of Convention Article 3, item 2, be
adopted as the new basis for determining the dues payable on a ship’s tonnage. A re-
vised tariff of dues and charges shall be published to coincide with the adoption of
the new Convention on Tonnage Measurement to ensure an easy transition from the
old basis of measurement to the new one.

(3) A freight ton shall be treated as 1000 kilos or 1 cubic metre, whichever is
greater.

(4) The “actual draft” of a vessel is the maximum draft, either fore or aft,
measured when the ship arrives at or leaves the port limits.

(5) The “length” of a vessel is the length between perpendiculars shown on the
ship’s International Tonnage Certificate.

(6) The term “normal hours” refers to weekdays during the hours of 7.00 a.m.
to 4.00 p.m. “Outside normal hours” refers to any other periods of time.

(7) The term “scheduled quay” refers to any government owned and operated
alongside or lighter quay.

(8) Subject to the provisions of these Regulations, ordinary dues, which are
payable on arrival by the ship’s master or his agent at the rates set out in Schedule A
to these Regulations, shall be levied in respect of all vessels holding an International
Tonnage Certificate entering, berthed in or leaving the harbour.

(9) Vessels entering, berthed in or leaving the outer harbour shall pay pilotage
and harbour dues at half the prescribed rates.

(10) Harbour dues shall not be levied on vessels remaining within the limits of
the outer harbour on account of harbour congestion or for the convenience of the
port.
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(11) All ordinary dues, which shall still be subject to the same minimum charges,
shall be levied on a reduced scale for the following types of vessels:

Prcportion of Ordinary
due payable
(a) Cable ships, vessels putting in from stress of weather or for the purpose of
repairing, or because of damage, provided they do not discharge or load any
cargo other than that discharged for the purpose of repairs (which shall be
treated as transhipped cargo) and such cargo is afterwards reshipped 0-5
(b) Vessels entering the harbour for the purpose of discharging a sick seaman
or for picking up members of crew 05
(c) Vessels calling for the sole purpose of taking coal or oil bunkers, ship’s
stores, provisions or water 05
(d) Passenger ships on cruises, survey vessels and naval vessels 1-0
(e) Fishing vessels 05
(f) Vessels laid up 1-0
(g) Vessels remaining in the harbour for more than three months 1-0
(h) Locally registered vessels 05

(12) Pilotage is compulsory for all vessels over 100 tons net register. No pilotage
dues shall be charged on a vessel under 100 tons net register unless the master has
been supplied with a pilot at his own request.

(13) Other dues and quay dues (except the dues payable for the use of lighter
quays) shall be paid in advance by the ship master or his agent.

(14) In the case of outgoing goods, the dues on cargo set out in Schedule B and,
where relevant, the quay dues for the use of a scheduled lighter quay are payable by
the exporter or dock company before shipment. In the case of incoming goods, dues
are payable by the importer or dock company before the goods can be removed from
the port premises.

(15) Where relevant the handling dues set out in Schedule B include the provision
of three days lay-time in a government-operated transit shed or open storage area.
Where goods are delivered direct from or to a shipper’s own vehicles, the dues are
levied at a reduced rate as specified in the tariff.

(16) The charges specified under equipment dues, set out in Schedule C, are
payable daily, or monthly, in advance by the hirer.

(17) The port master may, after one week’s written notice to the Minister of
Communications, declare a “promotional due” payable under Schedule A, B or C
for a specific type of ship, for a specific type of cargo, or for a particular type of user.
This due shall then supersede any other dues payable under these Schedules. Pro-
motional dues shall be reviewed at least once in every twelve calendar months and
shall be granted only as a means of encouraging more traffic or the more efficient
use of port facilities and equipment.

(18) The Port Master may, upon written instruction from the Minister of Com-
munications, declare a “subvention due” payable under Schedule A, B or C for a
specific type of ship, for a specific type of cargo, or for a particular type of user.
This due shall then supersede any other dues payable under these schedules and the
Treasury shall reimburse the Port Master for the annual cost, measured by the
difference between the due provided in these Regulations and the subvention due,
at the end of each financial year.
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SCHEDULE A: DUES ON VESSELS

I—Ordinary Dues Normal Minimum Charge*
charge

Dnring Outside
normal hrs. normal hrs.
(1) Pilotage
(a) For pilotage inwards and outwards per ton net register — — —
(b) For moving a vessel from one berth to another or from one
anchorage or mooring to another — — —

(2) Use of Tugs

(2) For assistance by a tug, or tugs, of less than 1000 h.p., when

no actual towing is done, for berthing, unberthing or reberthing;

for mooring, unmooring or remooring; or for shifting a vessel, per

ton net register — — —
(b) For assistance by a tug, or tugs, of 1000 h.p. or over, when no

actual towing is done, for berthing, unberthing or reberthing; for

mooring, unmooring or remooring; or for shifting a vessel, per

ton net register — — —

(3) Towage

(a) For the services of a tug, or tugs, of less than 1000 h.p., per

ton net register per hour or part of an hour —_ — —
(b) For the services of a tug, or tugs, of 1000 h.p. or over, per ton

net register per hour or part of an hour — — -

(4) Harbour Dues
(a) For entering, using moorings, berthing in, or leaving the

harbour when the vessel’s actual draft is...... ft. or less per ton net
register per day — N.A.% N.A.
Vessels with an actual draft greater than...... ft. shall pay an
excess per ton net register per day of — N.A. N.A.

II—Other Dues
The following dues are payable for services rendered in the harbour or outer harbour. Services used
beyond the limits of the outer harbour shall be charged at double these rates.t
Maximum Minimum Charge
charge

During Outside
normal hrs. normal hrs.

(a) For the use of a launch (manned) per hour or part of an hour,

for purposes other than towing — — —
(b) For the use of a tug of less than 1000 h.p. (manned) per hour

or part of an hour, for purposes other than towing — — —
(c) For the use of a tug of 1000 h.p. or over (manned) per hour

or part of an hour, for purposes other than towing — — —
(d) for the hire of one anchor per day or part of a day — — —_
(e) For the hire of one chain or wire or spring per day or part of

a day (etc.) — — —

#*The minimum charge has been varied between “normal hours” and ‘‘outside normal hours” to
reflect the escapable cost of the overtime payments (and travelling expenses if relevant) incurred
outside normal working hours.

iN.A. = Not applicable.

+This is to discourage the use of port equipment outside the port area for non-port uses.
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III—Quay Dues
Normal
charge
(a) For the use of an alongside scheduled quay by vessels not more than...... ft. in length
per ton net register per day —
Vessels more than...... ft. in length shall pay an excess per ton net register per day of —
(b) For the use of a scheduled lighter quay, including any such quay used by fishing
vessels or by a bunkering barge, per ton net register per day —
(c) For the use of a scheduled lighter quay, when lighters are used, per ton of dry or
liquid cargo handled —

SCHEDULE B: DUES ON CARGO
The following handling dues shall be levied on all cargo imported, exported, or shipped over all
scheduled lighter and alongside quays.

Loading direct ~ Received into,

(1) Charges on imported goods to, or from, or delivered ex,
road or rail transit shed or
transport open store

Goods in containers or on flats and platforms, per ton —~— —_
Empty containers, flats and platforms, per ton — —
Frozen foods, per ton — —
Cattle, per head —_ —
Sheep, goats, pigs and similar livestock and turtles, per head —_— —_
Dry cargo, in bulk, per ton — —
Liquid cargo, in bulk, delivered by pipeline, per ton — —
Other goods, not elsewhere specified, per ton — —

(2) Charges on exported goods

Goods in containers or on flats and platforms, per ton — —
Empty containers, flats and platforms, per ton — —
Liquid cargo, in bulk, dispatched by pipeline, per ton — —
Other goods, not elsewhere specified, per ton — —

SCHEDULE C: EQUIPMENT DUES
The following dues, for the hire of equipment in and outside the scheduled quay areas, shall be levied
for the hire of port-owned and operated equipment.

Within the Outside the Minimum
(1) Charges for use of equipment port premises  port premises charge
(a) For a crane below 1 ton capacity, per hour — — —
(b) For a crane of 1 to 5 tons capacity, per hour — — —_
(c) For a crane of 5 to 12 tons capacity, per hour — — —
(etc.)

(2) Overtime charges and travelling expenses outside normal hours

(A) Overtime charges

(a) For overtime work performed before 7 a.m. and after 4 p.m. on weekdays, before

7 a.m. and after 1 p.m. on Saturdays, in connection with the handling of cargo, per

gang hour or part of an hour —
(b) For overtime work performed before 7 a.m. and after 4 p.m. on weekdays, before

7 a.m. and after 1 p.m. on Saturdays, in connection with the handling of cargo, per
additional gang per hour or part of an hour —
(¢) For overtime work performed on Sundays and public holidays in connection with

the handling of cargo, per gang per hour or part of an hour (minimum charge 4 hours) —
(d) For overtime work performed on Sundays and public holidays in connection with

the handling of cargo, per additional gang per hour or part of an hour (minimum

charge 4 hours) —
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A gang means the minimum number of persons employed on a crane, one auto truck and three
trailers at one and the same time, or the minimum number of persons employed on one crane and
one fork-lift truck or part thereof at one and the same time.
(B) Travelling fees for overtime work
On weekdays before 7 a.m. and after 4 p.m.
On Saturdays before 7 a.m. and after 1 p.m.
Per gang —
Per additional gang —
On Sundays and public holidays
Per gang —
Per additional gang —
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