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alllio _|:|'|,"|,E|

Director’s Report for the Quarter ended 31st March 2017

DearShareholders,

On behalf of the Board of Directors, | have the pleasure in presenting
the unaudited consolidated financial results of your company for the
first quarter ended March 31, 2017 (Q1 2017).

Company Performance

During Q1, 2017 Port of Salalah has withessed lower volumes at the
Container Terminal (CT) as well as General Cargo Terminal (GCT)
compared to the corresponding period last year. One of the shipping
lines customer reduced their transshipment volumes through the
port, though the management is actively engaging with them to
regain the volumes.

The CT has handled 722k TEUs (Twenty-foot Equivalent Units)
during Q1 2017, which is 8% decrease as compared with
corresponding period last year.

On productivity, the CT
has registered consistent
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The GCT has handled 3.361 million tons of general cargo during Q1
2017, recording a decrease of 3% as compared to Q1 2016. The
major commodities handled are namely limestone, gypsum,
methanol and cement, which are exported from Salalah to nearby
markets, and continue to drive the general cargo business.
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Financial Overview

Due to drop in CT and GCT volumes and changes in Oman Income
Tax Laws requiring the company to provide a higher deferred tax
liability of RO 1.483 million, the Q1 2017 results turned negative.
Consolidated net loss for Q1 2017 was recorded at RO (1.020)
million, as compared to the profit of RO 1567 million in
corresponding period last year.

Consolidated EBITDA was recorded at RO 2.586 million for Q1 2017
atan EBITDA margin of 21%, as compared to Ro 4.169 million (30%)
during same period last year.

Revenues of GCT have decreased 6% compared to the same period
last year whereas the CT revenue has decreased by 14% as

compared to corresponding period last year. The general cargo
volumes handled at Berth 31 have been included in the container
terminal financials, as in the previous year, due to the conversion of
the berth into a container terminal facility.

Direct operating costs comprising direct manpower costs, repairs &
maintenance costs, energy costs and marine costs, have increased
by 9% compared to the corresponding period last year mainly due to
annual salary increases and associated costs, increased power cost
and need based repair and maintenance of ageing equipments.

Administration and General costs have decreased 25% as compared
to the same period last year mainly due to cost improvements
measures initiated by the management.

Financing costs were 31% lower as compared to same period last
year on account of repayment of debts.

Year  Particulars 1Jan2017t0 1Jan2016to

2016 31st Mar 2017 31st Mar 2016
Volume

3,325  Container Terminal (TEUS'000) 722 782

13,037  General Cargo Terminal (Tons'000) 3,361 3,464

54,872  Revenue (RO'000) 12,193 13,768
Profitability (R0’000)

6,501  Net Profit before tax 540 1,844

5,726  Net Profit/ (Loss) after tax (1,020) 1,567
Ratios

1044 Net profit/ (Loss) (%) (8.37%) 11.38

0.032  Eamings per share (RO) (0.006) 0.009

0.300  Book value per share (RO) 0.29 0.276

Employee Development

Port of Salalah is steadfast in developing and enhancing employees’
productivity as people are the primary asset of the company. Various
safety, technical, management and administration trainings are
imparted to the staff.

Safety continues to be maintained as a top priority to ensure that
employees continue to perform and deliver their tasks safely. Raising
the level of safety performance has encouraged corrective behavior
action plans for employees to perform safely at their work place.

Corporate Social Responsibility (CSR)

As part of its ongoing commitment to support and contribute to the
progress and sustainable development of local communities in which
we operate, the company has supported number of CSR initiatives
mainly to support education and community’s services project during
Q1,2017.

Future Outlook

Outlook for the year 2017 for the containerized shipping industry
continues to be tentative with significant rationalization still being
announced by both the Ocean Alliance and The Alliance network.
The weak global demand and consolidations in shipping alliances will
put even more pressure on Terminal Operators to remain competitive
and profitable. Additionally, over capacity in the terminals in the
GCC, Indian Subcontinent, and growing terminal capacity in East
Africa is worrying for the long term prospect of seeing any
improvement in the rates for discretionary transshipment.

In the Port of Salalah, the outlook remains neutral. Developing more
gate cargo remains the essential priority to anchor new and
additional business in the Port. Gate cargo development is directly
tied to economic growth and activity in the Dhofar region. New
projects in the free zone have an immediate positive impact on the
gate volumes, and more encouragement of growth in the free zone
and investment in industry will increase gate cargo.

There continues to be strong focus on increasing the diversity of
shipping lines in the Port of Salalah Discussions ongoing with
existing customers for improving value by offering trucking services
and therefore a differentiated product for the Yemen transit cargo.

On the General Cargo side, the sudden announcement of additional
custom duty and surcharges without any prior notice resulted in the
complete stoppage of exports for almost a week and has questioned
the confidence from potential investors and users of the port about
the possibility of such charges being levied without notices in the
future. Damage mitigation exercise is underway.

With the Government actions to mitigate the fall in revenue due to low
oil prices, the cost of doing business in Oman is rising with limited
options for the Port to pass on the costs to customers.

Conclusion

On behalf of the Board of Directors and the Shareholders of the
company, we record the sincere appreciation and gratitude to His
Majesty Sultan Qaboos Bin Said, for his strategic vision, leadership,
and his continued support, without which it would not have been
possible to establish and maintain this world-class port.

We also thank our customers, investors, and partners at the Salalah
Hub and Ministry of Transport and Communications, and members of
the Government bodies we work together with.

We place on record our appreciation for the contributions of all our
employees, who continue to perform with high distinction.

On behalf of the Board of Directors,

Braik Musallam Al Amri
Chairman of the Meeting
Salalah Port Services Co. SAOG
May 11, 2017
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UNAUDITED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2017

ASSETS

Non Current Assets
Property and equipment
Intangible assets
Available-for-sale investments
Term deposits

Current Assets

Inventories

Trade and other receivables
Short term deposits

Cash and cash equivalents

TOTAL ASSETS

EQUITY

Share capital
Share premium
Legal reserve
Hedging deficit
Fair value reserve
Retained earnings

Equity attributable to equity holders

of the parent company
Non controlling interests

TOTAL EQUITY

LIABILITIES

Non Current Liabilities
Loans and borrowings
Deferred tax

Employees’ end of service benefits

Derivative financial instruments

Current Liabilities

Trade and other payables
Loans and borrowings
Derivative financial instruments

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES
Net assets per share (US $ /RO)

Revenue

Direct operating costs

Other operating expenses
Administration and general exp

Other income

Profit from operations
Finance costs

Profit for the period before tax

Income tax

Profit for the year
Other comprehensive income

31-Mar-17 ~ 31-Mar-16
RO’000 RO’000

105,766

17,984

105,766
" 0296

UNAUDITED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE QUARTER ENDED 31 MARCH 2017

31-Mar-17  31-Mar-16
RO’000 RO’000

12,193 13768
(8699)  (7.998)
(1205 (1.701)
(esy  22s9)

2 315
738 2,129
(198) (585)
540 1,844
(1,560) 77)
(1,020) 1,567

Items that will be never reclassifed to profit or loss

Revaluation of property, plant and equipment

Items that are or may be reclassifed to profit or loss

Fair value change of investments
Net movement in cash flow hedges

Other comprehensive income for the period, net of tax

Total comprehensive income for the period, net of tax

Profit attributable to :
Equity holders of the parent
Non-controlling interests

Total comprehensive income attributable to :

Equity holders of the parent
Non-controlling interests

Basic earnings per share (US $/RO )

The complete accounts of the company will be delivered or sent by mail to any shareholder who requests them, in either Arabic or English as requested, within seven days of receipt of the request.




