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Pursuant to Section 4(c) of Executive Order No. 514, the following rules are hereby promulgated concerning the
use of Philippine flag vessel in accordance with Presidential Decree No. 1466.

SECTION 1. General Statement of Policy — It shall be the policy of the State to accord high priority to the
development of the country’s maritime transport industry. For this purpose, the Department of Trade and Industry
through the Philippine Shippers’ Bureau (SHIPPERCON) shall be tasked to:

1. Conserve the country’s foreign exchange, promote the growth and development of the Philippine water
transport industries; and

2. Enhance national self-reliance in the transport of passengers and cargoes.

SECTION 2. Definitions — For purposes of these Rules, the following terms are defined as follows:

1. Decree means Presidential Decree No. 1466 which amended Presidential Decree No. 894.

2. SHIPPERCON refers to the Philippine Shippers’ Council created under Presidential Decree No. 165 as
amended.

3. Philippine Flag Vessels refers to vessels which are duly registered in the Philippines and are owned or
controlled or chartered by Philippine citizens or by a corporation or other entity owned or controlled by citizens of
the Philippines.

4. Foreign Flag Vessel refers to a vessel which is not a Philippine flag vessel.

5. Waiver means a document issued by the SHIPPERCON or its duly authorized representative exempting the
cargo covered by the application from the requirements of the Decree.

6. Export Commodity Group refers to a specific group of commodities for export to specific countries or areas,
and not to broad classifications such as textiles, handicrafts, or construction materials, nor to individual exporters
or groups of exporters.

SECTION 3. Government Office, Agency or Instrumentality — All government offices, agencies, or
instrumentalities including government owned or controlled corporations shall be covered by the Decree under
any of the following instances:

1. Whenever it shall procure, contract for, or obtain any transportation;

2. Whenever it shall export or import cargoes using water transportation between the Philippines and a place
outside thereof;

Provided that, the payment of such transportation or export/import cargo shall be made or will ultimately be
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made, whether directly or indirectly, from funds of such government offices or instrumentalities or corporations.

SECTION 4. Private Entities or Persons Whether Natural or Juridical — Any person (whether natural or juridical),
partnership, corporation, or entity shall be covered by the Decree under the following instances:

1. It has been granted a loan or credit or its obligation is guaranteed by the government or any of its financial
institutions;

2. Its export or import cargoes are between the Philippines and a place outside thereof; and

3. The payment of the freight shall be made from the proceeds of such loans, credit or guaranteed loan or credit.

SECTION 5. Central Implementing Agency — The SHIPPERCON shall serve as the central implementing agency
for the seaborne transport aspects of the Decree and these Rules. It shall be assisted by other government agencies
and instrumentalities as provided in the succeeding Sections.

SECTION 6. The Maritime Industry Authority (MARINA) — The Maritime Industry Authority shall assist the
SHIPPERCON in the imposition of penalties and administrative sanctions on owners, operators, agents, and
officials of Philippine flag vessels for their failure to comply with their obligations under the Decree and these
Rules. It shall furnish the SHIPPER on the following information:

1. Certified list of registered Philippine flag vessels which are owned or controlled and operated on charter by
Philippine citizens or corporations, partnerships, or other entities owned by Philippine citizens. Similar lists of
additional ships newly registered shall likewise be furnished the SHIPPERCON;

2. A list of current owners or operators of registered Philippine flag vessels giving a profile of their ownership and
control, together with certified true copy of their articles of incorporation, partnership, charter, or other terms of
reference. Any changes in such list shall likewise be furnished the SHIPPERCON. Only those owners or operators
included in the lists submitted by MARINA, shall be recognized by the SHIPPERCON for purposes of the
Decree.

SECTION 7. Owners and Operators of Philippine Flag Vessels — All Philippine citizens and partnerships,
corporations and other entities which are owned or controlled by Philippine citizens that own or operate
Philippine flag vessel(s) shall:

1. Furnish directly the SHIPPERCON, Philippine Consular Offices and authorized organizations abroad the
following information:

- Monthly sailing schedules of such vessels on overseas liner service, including estimated time of arrival (ETA)
at, and estimated time of departure (ETD) from each port of call. These schedules shall be furnished at least two
(2) months in advance of the start of the monthly schedule. Any changes therein shall be immediately
communicated in writing directly at the Philippine Consular Offices and authorized organizations abroad, which
shall use the updated schedules furnished, as basis in determining the availability of Philippine flag vessel abroad;
and

- List of their Philippine flag vessels which are available for charter hire, including the period of availability and
the ports where they start to be available. The list and any changes therein shall be furnished within the same
periods prescribed in the next preceding paragraph. Only vessels included in the updated lists so furnished, shall
qualify to be utilized for charter under the Decree.

2. Give priority, on first-come-first served basis, in accepting booking of cargoes of exporters or importers who
are required to use Philippine flag vessels. The only acceptable reason for refusing to book such cargo is that no
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adequate, suitable, or unreserved space for the shipment is available in the vessel. The reason for refusal shall be
given in writing to the exporter or importer or his duly authorized representative, by the ship’s owner, operator,
agent, or representative;

3. Carry the cargoes which had already been booked and confirmed for carriage by their vessel as agreed upon, to
the point of discharge; or comply with their obligations under the charter party;

4. Keep their shipping agents or representative abroad promptly and properly posted on the implementation of the
Decree; and require them to make themselves readily available to the Philippine Consular Offices or authorized
organization abroad for consultations and technical advice; and

5. Furnish the SHIPPERCON copy of the cargo manifests, together with the net freight cost of each shipment or
charter hire covered by the Decree, within three (3) weeks after departure from/arrival at the Philippine port of
their Philippine flag vessels; and report periodically on the effects of the Decree on their operations.

SECTION 8. Government and Private Financial Institutions —

1. Government offices, agencies, corporations, and instrumentalities which are covered by Section 2 of the Decree
and those which, under Section 3 thereof, have granted a loan or credit to or guaranteed the obligation of any
person, partnership, corporation, or entity as well as private financial institutions which service such accounts,
shall be directly responsible within their respective jurisdictions for the enforcement of the Decree and these
Rules.

2. Such financial institutions shall assist in the implementation of the Decree and these Rules by:

- Requiring the beneficiary of such loan, credit, or guarantee to utilize the services of Philippine flag vessels,
unless a waiver on such requirement is secured, pursuant to the Decree or these Rules;

- Requiring that a foreign obligation which they are requested to guarantee, shall include a provision that a
Philippine flag vessel shall be utilized in the carriage of the import or export cargoes whenever such cargoes and
the transportation thereof are paid from the proceeds of such foreign obligation, pursuant to the Decree;

- Including a standard condition in the approval of loans, credits, or guarantees, the proceeds of which shall be
used partly or wholly to pay for import or export goods and/or the freight cost thereof, that Philippine flag vessels
shall be utilized for the transport of such goods, unless a waiver of this requirement is secured, pursuant to the
Decree; and

- Adopting and implementing such administrative sanctions as may be necessary to assure faithful compliance
with the requirements of the Decree and these Rules.

3. Applications of any persons, partnership corporation, or other entity granted a loan or credit or whose
obligation is guaranteed by the government or government financial institutions for the importation under a letter
of credit or other arrangement or the exportation of goods, merchandise or commodities, if the import/export
cargoes and/or the freight thereof shall be paid from the proceeds of the loan/credit so granted or guaranteed, shall
contain an undertaking by the applicant that Philippine flag vessel shall be utilized for the transport thereof, unless
a waiver is secured, pursuant to the Decree and these Rules.

4. Banking institutions shall not service remittances of payments for such imports and the Central Bank shall not
issue the corresponding release certificates, unless it is established that Philippine flag vessels were used for the
transport of such imports or that waiver therefrom had been secured, pursuant to the Decree and these Rules.

SECTION 9. The Department of Foreign Affairs — 1. In order to expedite the grant of waiver, the authority of the
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SHIPPERCON to grant waivers is hereby delegated to the Philippine Consular Offices in areas abroad where they
operate. The Philippine commercial attache office as SHIPPERCON resident representative in the area concerned,
shall assist the consular offices in the processing of applications for waiver.

2. The Department of Foreign Affairs may consult with each other on matters necessary for the effective
implementation of the Decree and these Rules; and regarding relevant international agreements entered into and
national conventions adhered to by the Philippine Government and in matters involving foreign relations relevant
to the Decree and its implementation.

SECTION 10. The Bureau of Customs — Upon request of the SHIPPERCON, the Bureau of Customs shall not
allow specified export cargoes to be loaded nor import cargoes to be released from the piers in cases covered by
the Decree, unless Philippine flag vessel shall be or was utilized for the overseas transport thereof or a waiver
from this requirement had been duly secured, pursuant to the Decree and these Rules.

SECTION 11. Instances When Waivers on the Use of Philippine Flag Vessel May be Granted — The requirements
on the use of Philippine flag vessels as prescribed in Sections 1 and 2, Rule III of these Rules may be waived in
whole or in part and for a specified period not exceeding one (1) year by the SHIPPERCON in the case of
all-water or combined water-and-land transportation, in any of the following instances:

1. When the services of a suitable Philippine flag vessel are not available at reasonable freight rates and within a
reasonable period of time.

- When there is no Philippine flag vessel suitable to carry a particular type of cargo or operating on a specific liner
route, a blanket waiver may be granted by the SHIPPERCON or its duly authorized representative;

- In determining the suitability of a vessel, the following factors shall be considered: (1) type, including cargo
handling facilities aboard; (2) transit time; and (3) operating condition of the vessel;

- Availability within a reasonable period of time shall mean that, the vessel will be ready to load within ten (10)
calendar days from the date the cargo is ready for loading;

- The reasonableness of the freight rates of the Philippine flag vessel shall be determined according to the
circumstances of each case. The rates it charges for shipment shall be competitive with the total net freight
charges of the foreign flag vessel which is available at the same time as the Philippine flag vessel and which is
proposed to be used instead.

- In the case of liner service, freight rates shall refer to the total net amount to be paid to the shipping line,
including all applicable surcharges such as bunker and currency surcharges, transshipment; and heavy-lift
surcharge, but excluding cargo insurance and port congestion surcharge. In case of shipment on a through-bill of
lading, involving combined water-and-land transport to final destination, freight rates shall refer to total freight
cost of the water-and-land transport.

- In the case of chartered vessels, such as on voyage or time basis, the reasonableness of the freight rates shall be
determined by comparing not only the charter hire or rate per ton/day/month but also the other terms and
conditions stated in the charter parties.

2. When relevant international agreement entered into, or an international convention adhered to by the Philippine
Government provides otherwise:

- The applicant for waiver shall have the burden of proof as to the existence of such relevant convention or
agreement;
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- In case of conflict in the interpretation made by the Department of Foreign Affairs shall prevail.

3. On the basis of reciprocity, when the government of a foreign country or any of its instrumentalities grants
similar treatment in the utilization of Philippine flag vessel as flag vessel of such foreign country, in the transport
of cargoes:

- The applicant shall have the burden of proof that such reciprocity exists.

- "Similar treatment" may exist in the form of granting Philippine flag vessels an equitable share in terms of
freight revenue as the flag vessel of the other country in the carriage of the shipments involved or bilateral trade.

4. When in the judgment of the SHIPPERCON the national interest so requires:

- The applicant shall specify the national interest involved and submit justification that such interest requires grant
of waiver for the shipment concerned.

- The requirement is waived on shipments of the same exporter or importer which are for loading aboard a foreign
flag vessel in one sailing and which have a total declared value of less than Ten Thousand Pesos (P10,000.00).

SECTION 12. Filing of Application for Waiver

1. Who Shall File. Responsibility for securing the required waiver rests with the beneficiary of the loan credit or
guarantee or the head of the government office, agency, instrumentality or corporation. The application shall be
signed and filed by the beneficiary/government official concerned or his duly authorized representative based
locally or abroad, as exporter/importer, together with the freight forwarder, customs broker or other representative
whom he has authorized to handle the shipment:

2. Where to File. The application for waiver shall be filed with:

- The SHIPPERCON or its duly authorized representative in areas in the Philippines outside Metro Manila;

- The relevant Philippine consular office abroad; and

- The Philippine commercial attache office or organization authorized by the SHIPPERCON in areas abroad
which are not covered by or located too far from the nearest Philippine Consular Office.

3. Form For Filing. The application shall be filed, using the prescribed form in sufficient number of copies.

4. When to File. The application shall be filed, complete with all the necessary supporting papers, data and
information, at least five (5) regular work days before the estimated date of loading of the shipment aboard the
foreign flag vessel on liner service proposed to be utilized; or at least fifteen (15) calendar days before the
required fixing of the foreign flag vessel to be chartered.

SECTION 13. Filing and Processing Fee — A filing and processing fee of Thirty US Dollars ($30.00) or its
equivalent if abroad, shall be paid by the applicant upon filing of the application. In the Philippines, the filing and
processing fee shall be according to the following schedule fees:

Schedule of Filing and Processing Fees

Tonnage per Application

Fee per Application
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1. Chartered Vessel

P1,000.00

2. Above 100 RT

800.00

3. Over 80 to 100 RT

700.00

4. Over 60 to 80 RT

600.00

5. Over 40 to 60 RT

500.00

6. Over 20 to 40 RT

400.00

7. 20 RT and below

300.00

Amendment to any application shall be charged equivalent to fifty percent (50%) of the fee of the original
application sought to be amended.

In cases where the application for waiver specifies only the TEU quantity of the shipment instead of the revenue
tonnage (measurement in cubic meters and weight in metric tons/kilograms), the following conversion factors
shall apply:

CONVERSION FACTORS

RT
(M)

RT
(W)

% MAXIMUM
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CAPACITY

20’

STD

28

18

85%

40'

STD

57

22

85%

40'

HC

61

22

85%

40'

J

65

22

85%

45'

72

22

85%
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SECTION 14. Action on the Application — Upon receipt of the application and all the requirements, including
proof of payment of the processing and filing fee, the Freight Center/SHIPPERCON shall evaluate the pertinent
documents submitted by the applicant and recommend to the SHIPPERCON Director the approval or denial of the
application.

SECTION 15. Decision in Case of Denial of Application — In case of denial of application, the decision shall
clearly and distinctly state the facts and the legal basis for the decision.

SECTION 16. Distribution of Copies of Decided Application — Copies of decided application shall be promptly
distributed as follows:

a. Original Copy — to the applicant; and

b. One (1) copy each to the SHIPPERCON, Central Bank, Bureau of Customs, Philippine Consular Office and
other organizations in appropriate cases.

SECTION 17. Procedure Regarding Chartered Vessels —

1. When an exporter or importer needs a vessel to be chartered, he shall inquire from the SHIPPERCON at least
ten (10) working days before the intended loading date, on the availability of Philippine flag vessel. He shall
furnish the SHIPPERCON the following information and relevant data:

a. The cargoes to be shipped;

b. Date when the cargo is ready for loading; and the intended date of loading;

c. Required date of arrival at destination and port of discharge;

d. Delivery terms and L/C expiry date; and

e. Kind of vessel needed, including its type, tonnage, and facilities.

2. The shipper shall negotiate with the operators of Philippine flag vessels. If the negotiations fail, the ship
operator or agent shall issue a certificate of non-availability of their vessel, the reasons for non-availability shall
be clearly stated in the certificate.

SECTION 18. Officials Authorized to Grant Waivers —

1. The Freight Center through its general manager or the SHIPPERCON through its director;

2. In areas outside Metro Manila, the duly authorized representative of the SHIPPERCON;

3. The head of the Philippine Consular Office or a consular official in areas abroad, designated by the Department
of Foreign Affairs;

4. The Philippine Commercial Attache as SHIPPERCON resident representative, in an area where there is no
Philippine Consular Office and where such an attache post is maintained;

5. The official of an organization abroad in areas not covered by or too far from a Philippine Consular Office or a
Philippine Commercial Attache post, who is duly authorized by the Secretary of Trade and Industry.

SECTION 19. Penalties — Any violation of the provisions of Sections 2 and 3 of the Decree or of these Rules,
shall be punishable by a fine according to the following schedule:

SCHEDULE OF PENALTIES
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AMOUNT OF IMPOSABLE FINE

NUMBER OF VIOLATIONS LINER
SERVICE CHARTERED
VESSEL

1. First Violation

P10,000.00

P50,000.00

2. Second Violation

30,000.00

100,000.00

3. Third Violation

50,000.00

200,000.00

4. Fourth Violation

70,000.00

300,000.00

5. Fifth & Succeeding Violations

100,000.00

500,000.00

Provided that, if the imposable fine as stated in the above schedule of penalties exceeds the amount of freight of
the cargo covered, the latter amount shall be imposed; Provided further, that in no case shall the fine be less than
Five Thousand Pesos (P5,000.00).

SECTION 20. Administrative Sanctions —

1. In cases where the violation is committed by a government office, instrumentality or corporation, the
Commission on Audit shall disallow the payment of cargo freight to any foreign flag vessel from funds of the
government office, instrumentality, or corporation.

2. In cases where the violation is committed by a private person (whether natural or juridical), the transaction shall

BATAS.org - Philippine Law Library PSC, November 27, 1992

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 9 of 12

Study hands-free: podcast-style lessons with read-along highlighting - batas.org



not be allowed by the Central Bank or any financing institution. The Central Bank or the financing institution
concerned, shall inform the SHIPPERCON of the action taken.

3. Any private person, natural or juridical, who has committed a violation of the pertinent provision of the Decree
or these Rules and who refuses to pay the corresponding fine without valid reason, shall be barred from
transacting business with any government office, agency, instrumentality or corporation.

SECTION 21. Prohibited Acts — The following shall be considered prohibited acts which shall be subject to
penalties and administrative sanctions:

1. Loading of cargo aboard a foreign flag vessel without first securing the necessary waiver;

2. Deliberate submission of grossly inaccurate data and information in the application for waiver;

3. Submission of false statements or unauthentic supporting documents; and

4. Failure to file the application as provided in Section 12 hereof.

SECTION 22. Jurisdiction — Appeals from decisions of authorized representatives abroad or outside Metro
Manila shall be decided by the SHIPPERCON Director, decisions of the latter shall be finally decided by the
Secretary of Trade and Industry.

SECTION 23. Filing of Appeal — The aggrieved party may within ten (10) calendar days from receipt of the
decision, appeal the said decision, by filing a Notice of Appeal and a Memorandum of Appeal specifying the
grounds relied upon. If no appeal is perfected during the said period, the decision shall be final and executory. A
Motion for Reconsideration shall be treated as appeal in accordance with these Rules.

SECTION 24. Where to File — The Motion for Reconsideration or Appeal shall be filed with the SHIPPERCON
Director. The Director shall, within five (5) working days from receipt of the Motion or Appeal, transmit the
same, together with the entire records of the case to the Secretary of Trade and Industry.

SECTION 25. Grounds for Appeal — The aggrieved party may appeal a decision on any of the following grounds:

1. Grave abuse of discretion;

2. Pure questions of law;

3. If serious error in the findings of facts is raised, which would cause grave and irreparable damage or injury to
appellant; and

4. Error of fact and law.

SECTION 26. Release of Cargo Pending Appeal — The cargo which is the subject matter of the appeal, may be
released by filing a bond equivalent to the amount of fine. The bond shall answer for the amount of the fine in
case the appeal is affirmed by the Secretary of the Department of Trade and Industry.

SECTION 27. Repealing Clause — All orders, issuances, rules and regulations or parts thereof inconsistent with
these Rules are hereby repealed or modified accordingly.

SECTION 28. Effectivity — These rules and regulations shall take effect fifteen (15) days following the
completion of their publication in the newspaper of several circulation.

Adopted: 27 Nov. 1992

(SGD.) ALFONSO C. VILLAVERDE
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Acting Director
Philippine Shippers’ Bureau
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