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China’s logistics future is about looking for new ideas to
continuously help reduce the supply chain costs without

impacting on service levels.
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What options do we have to cater for domestic & overseas

demand?
KD E R RIS FEK, Bl TH T AEFE?

Seek new and/or tweak further the existing processes;
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More investment in IT and training to further enhance service quality
and productivity;
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Relocate to another site...go further inland;
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Change modal choice;
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Business friendly government policies to reduce bureaucracy
nightmare;
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China’s logistics and shipping scenario is more than

just the big coastal ports, Pearl River & Yangtze River
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e Moving and connecting the vast China hinterland requires
more than just the traditional time tested mode of
transport such roads, rails and rivers.
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e Reducing your inland transport costs for domestic and
international customers may require YOU to look for NON
traditional mode such as the Grand Canal.
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e It may not suit everyone but with sufficient planning time
to cater for the slower steaming time, it is still a doable
solution to catch the mother vessels.
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The Grand Canal Alternative - Background Information
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The Grand Canal of China also known as the
Beijing-Hangzhou Grand Canal (simplified Chinese:
HHUKIZT) is the longest ancient canal or artificial
river in the world.

It passes through the cities of Beijing and Tianjin and
the provinces of Hebei, Shandong, Jiangsu and
Zhejiang.

The oldest parts of the canal date back to the 5th
century BC, although the various sections were finally
combined into one during the Sui dynasty (581-618
AD).

The total length of the Grand Canal is approx. 1,770
km (1,100 miles). Only the section from Hangzhou to
Jining is navigable.

From the Tang to Qing dynasties, the Grand Canal
served as the main artery between northern and
southern China and was essential for the transport of
grain to Beijing.

Since the founding of the People's Republic of China
in 1949, the canal has been used primarily to
transport vast amounts of bulk goods such as bricks,
gravel, sand, diesel and coal.
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According to the 11" FYP, the watercourse of the canal will be

upgraded section by section continuing into the 12t FYP.
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Canal Development Plan 2010 onwards
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Jining Ports mainly serve as outbound ports to transport goods
from Jining & its hinterland area to the more economically

developed regions in the South.
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Major outbound
cargo transported
to the YZD:

=Coal

= Coke

= Steel

= Fiberboard

=Grain

|

Major inbound
cargo transported
to Jining

=QOre

» Paper products

= Chemicals

Laden Southbound traffic is about 5X more than
Northbound, thus presenting great opportunity for
shippers to negotiate for competitive tariffs going
northbound with containers & other general cargoes.
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Main population centres &

cargo base along the Canal.
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Key Ports Main Cargo Types

Jining Sime Darby Coal & general cargo
Yuejinggou Port

Jining Sime Darby Containers & general cargo
Guozhuang Port

Jining Sime Darby Coal, chemicals & general cargo
Longgonghe Port

Jining Sime Darby Coal & general cargo

Taiping Port

Xuzhou Port Coal, container & general cargo

Sugian Port Coal, mining & construction
materials

Huai’yin Port Coal, construction materials,
steel

Baoying Port Construction materials, metals,
petroleum

Gaoyou Port Coal, steel, timber.

Yangzhou Port Timber, containers, minerals

Zhenjiang Port Coal, metal ore

Distribution of consumer goods using
containers is expected to increase

significantly in the 12t FYP. oacloping
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Jining as the Distribution Hub
BF TAE R Sl A O

* With the greater shift of
manufacturing activities & the
general population growth in the
interior, Jining Ports, is currently
the ONLY northern-most port
provides containers handling
facilities.

» Services started in October 2010,
mostly from customers who deliver
in large quantity or consignment.

* Planning is underway to increase
the handling capacity, capability
and other land based infrastructure
which is line with the 12t FYP.

» Take advantage of the competitive
tariffs especially for northbound.

* Increased transit time from road
congestion, weather, high fuel
costs & tolls are key
considerations to SWITCH.
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For local movements, canal transportation appears to be highly

competitive versus other modes of transportation.

TR RBEYEE, Kt THeEsmiE.

Economics of Modal choice and estimated delivery costs & transit times

lllustrative

\ .
\ Railways

.Y Shanghai

*Quotations from small sample of logistic companies

Rates in General Cargo & Coal (per [ 2y G Ay Sdidgle J
RMB ton) trip)

Road Rail Canal Road Rail Canal
Jining — Yangzhou 160 90 40 5000/ 4000/ 3000/
(est.580km3 6500 5200 3900
Transit Time: 6-8 hrs 6-8 hrs | 8days | 6-8 hrs | 6-8 hrs | 8 days
Jining — Shanghai 190 120 50 6000/ 5000/ 4000/
(est. 830km9 7800 6500 | 5200
Transit Time: 10-12 hrs 10-12 10 10-12 10-12 10

hrs days hrs hrs days

Notes: Rate for 40’ container is estimated at 1.3x of 20’ container. Transit time
excludes marshalling time at terminals (just point to point). Rates sourced from
forwarders & transporters.

+ In addition to cost, capacity and availability give the canal additional

advantages over other modes:
— Road is only suitable for low volume - each truck can carry 30-45
tonnes (assuming no overloading)

— Rail carriages can carry 60 tonnes, but availability is highly

limited and advance planning is required

— Canal barging can carry up to 2,000 tonnes and can be utilized
at short notice. The greatest limitation is that the journey time can
be longer than alternative methods, but it has the LOWEST per
ton costs. Advanced planning is crucial to reduce supply chain

costs.

There are 12 locks to regulate the water level from Jining to Yangzhou port.
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J i ni oom@ested waterway sector in 2007 before consolidation.
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J i ni waaywsay sector from 2009 onwards...orderly & world class.
Tr 72009 K LAEHINUIE, BFHF
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Jining Port Case Study. Guozhuang P o r t di scharged

containers for the first time.
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Gr and Cashdadicated &lenvironmental friendly coal port with

an annual 10 mil ton handling capacity.
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Loaded ferry train heading towards Shanghai from Jining coal

terminal.
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_ad . \\,,/’ Key ports within the Bohali

B Bay region. New Options?
’ WSS EEW O, HEE?

Many ports located within the Bay to
give shippers and liners choices.

New shipping options are available to
cater for new production centres
identified within the Bay areas,
especially in the Shandong Province.

Larger ports such as Tianjin, Dalian,
Qingdao & Yantai continue to play
similar role but up and coming Weifang
Port is the one to watch. Why and
how?

» Closer to the Province’s
manufacturing hinterland than
other ports.

* Cheaper land based logistics
costs & competitive port tariffs to
attract shipping lines & shippers.

» Vast logistics land bank easily
available for future development.
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Weifang will also be able to tap further into the transnational freight
flow within its national hinterlands due to the strategic Weifang-

Yingkou connection
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Shippers currently shipping via Yantai-Dalian would rather
ship via Weifang-Yingkou due to substantial savings in
overland transportation cost
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Chi nabds LFougtiusiGelébaration
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Social and Economic Benefits

Weifang Port is 240 nautical miles away from Yingkou.
Yingkou to Dalian is 170km and Weifang to Yantai is 270km.
Passenger and freight transportation in Yantai-Dalian is very
busy. Its traffic flow is estimated to be at 640,000 vehicles
and 5mil travelers. In Weifang and the west region account
for approximately 10% of the vehicles, which are more than
64,000 vehicles, or about 200 vehicles a day.
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Exi sting Weifang Port Master Pl an i
Breakwater s, One Gatewayo concept,
development space within the breakwaters.
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Opportunities for ALL to consider as China has to seek alternatives to
remain logistically competitive within the global supply chain trading

community.
HEh THEESRMNET S EREREFMBMAR/AT KRR, SRFRMET REFE.

* New industries and growing population ™\ & A A K

« 12t Five Year Plan’s focus on upgrading the Grand Canal to handle
larger barges/ships  “+=#” #HRIToes k@i, k5 kg ATar Ll

 New investment in additional port capacity along the waterway to
cater for increased traffic 7 W AF Ao i A W7 35 W 42 e v il 1 i i

* No issue with labour supply and logistics infrastructure in place
SN IR 57 ) 3 R0 56 35 (R B At v i

« Abundant land for logistics park, distribution centres and
manufacturing activities

F 1 MR SRR IR T X L T O ST AT )
* Important consideration: Overland transport costs can range from 70
to 90% of all other delivery costs and will overshadow other
dimensions of competitiveness ~ port costs, handling efficiency.
TR BN BB A T BT 38T T0%200%, s 1 1) SE 4 H 34 @ i
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