DearSharsholders,
On behall of ihe Board of Direclars, | have the pleasure in presantng the annual repon of your
company along with the audied financial stalements for the year ended 318t December 2018,

Despite uncenain glabal ecanamic circumstances and cyclone catastropha, the year2018 has ended
on a posiive nole with both the Container terminal and the General Cargo leminal showing a
CONEON ParOIMANGE GVer e [Evious years.

Campany Performance
The campany sullered its firsl of kind natural calamity on 258 of May 2018 when Cyclone Mekunu
made its landiall on Asabian Peninsula Joint Typhoon Warming Cenler estimated peak wind loads up
i 185 kmhour which were equivalent to category (3) Cyclone. Over a perod of four days Cydone
Makinu battarad tha ragion recording an astounding 615 mm of raintall aquivalent ko five Smes the
armual rainkall recorded for the entire Sultanale of Oman

The Port was an lockdown from 241h to 28th May 2018 for General Carge Traffic and until 2nd June
2018 for Cantainar Traftic. The unpracedentad wave heights, ferocous wind speads and incessant
rainfal brought wida spread dovastation to Par's Infra and superstructure bringng Port cperatians to
comphete halt
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During yeas 2018 pedanmancs (s expeclid 1o withess a parfial sblect of cyclons, as the sale operating
capacity of Conlainer lerminal would be resioned o the pre cyclone levels only ater e ongaing

uired works an th affacted assets are complete Hcaly in €2 /
03 201%, The timely receipt of insurance claims is required 1o mest the cyclone related costs

The Port has repald all the loans taken for the expansion of the Port during 2008/ fully and as on
Dacermbar 31, 2018 the Part has becoma dal Ires.

During 2018, your company dstributed 15% annual dividend partaining o year 2017 Taking inio
account the proposed capital expenditure plans 1o meet the equipment life cycle management &
Improvement neads, emenging market cond®ons for intematanal trade the Board of Directors ane
ploased to recommend the distribution of dividend of 15% on the pald-up squity share caphial of tha
company. This squales 1o 15 baiza per shane resuling in a Iotal cash disbursal of RO 2 698 million

Dividend histary for the last 5 years

[ 2013 | 2014 | oams | 2016 |
[ Divicand® 25% 18 [ 2% | 0%
| Cashoutiay(RO000) 4,495 | 2s08 3597 3,587

With an aim to get back fo operations at the earliest, no sflors were spared by the In
restoration works. Limping back o essentiall aid operations from 8th day onwards and partial
commarcial cperations from the 10th day onwards, Porl of Salalah had multiple challenges ahead,
tram sunken dnows. b0 sedmentation deposits in basin, 1 eracks in quay cranes, 1o waled in critical
plant ard aquipment, the list of damages from the afermath of Cyclone Mekuny continues ¥ be
unaarthad wntil reporting date.

The road b recavery continues b b long drawn aftair foe Port of Salaksh beam who have bsen working
tirelosaly with insurance agencies, contractons, consultants, vendors and olher service providers for
chaims satfiamant and racovary warks

The Pert mcently concluded A fist ever maintenance dredging works fo restors harbors designed
depths aflected from e posits from wads. | ligative warks continues to
ftake pace on supersinuchure and crifical breawwater infrastnucture, the lafier now led by the
Govemmant of Oman who are tha ol southem which suffarad
significant damagas from Cyclana Mekunu, The Port has patitioned the Govemmant af Oman for its
suppeet in recovery works and also requesting the Govarnment 1o initiate the much needed food
protaction system 1o peotact tha Fort rom nelghtaring wads

Operational Overview

This year the conlaines baiminal handled 3.385 mil TELs, companed 1o 3,848 md TEUS in 2018, & drop
of 14% in TEU teems. Compary has retained all our major customers while & major customear
continues i offer consstent suppart.

The Poet of Salalan Genaral Carga had handied 16 201 miliontons during 2018, a growth of 19% ovar
2017 despite & year of challenges due 10 Cyclona. The revenue oul of general cargo volumes handied
at Bedth 31 have bean included in tha container termenal nancials, as intha previaus year, dus 1o the
convarskan of tha barth into a cantainar terminal factity

The Campany's lop priorty is ensuring the safety of it h contractars and and o
this end, the company continues ko invest in lechnology and infrastructure to minimize the risk The
Camgany confinues 1o focus improvements through vadous iniflatives to maintain operations of a
warld-ciass tarminal

Financial Overview

The conscildated revenues ara recorded at RO 56.330 millon during the financial year endsd 31
Dwcembar, 2018 a5 companed 1o AO 57,028 milion in the comesponding pariod last year. The athar
income includes an account payment of AO 14 807 milion recaived from Insurars tawards cyclone
reatind property damages and business i subject ia final The isof
the opinion thal the tolal claim amourt will be higher tan the on-account payments, The claim
assessment and setbement process with inswers wil coninue Mo 2019 and the progress will be
roportad periodically

Canzaldated EBITDA was recorded al RD 18.078 millicn lof Year 2018 4l an EBITDA margin of 20%,
a8 companed b AD 16,057 milkon (a1 margn 27%) during same perod 1851 year

Cansoldated Met Profit was recorded at RO 5,303 milion for Yaar 2018, as compared to RO 5211
during same pariod last year Tolal sxpenses include cycions related costs amounting o OMR 10.212
milkon. Costs thal would be incurred io deal with damaged assebs would be accounied in the perdod in
which thess would In anditian to costs that Proft
& Loss Account, the Port has incwmed | commithed 1o a capital expenditure of OMA 7 85 million uplo
Decemnbaer 31, 2018 to replace damaged assets. as per claim filed with insurance which is awaiting
their final assesamenl The Por is in receipl of cargo claims from cusiomers. These are being
detanded with the assistance from legal advisors and have been natified to insurers.

Our peaple canbibule ko the success of the company. In arder for the company 1o slay compeditve i
nigads to ramain a1 the cuting sdga of the Industry with continued education on procedires,
technologias and best practices. Thi company continuas % invest in training and devalepmant of &s
warkars, with & locus on enharcng the Omanization and skilis development of local taient.

Carparate Social

Port of Salalah slrongly belisves ma{SR peogram thal is aligned wilh the pilars of sustainability and
valuniesrism and it Is fundamental 1o cur business. The company has invested RO 72K in CSR
initiatives during 2018 cantributing to the local Dhafar ragion in which we cparate as well as segmants
ol communities requiring suppor. impacting the local DHotar region and benetiing the [arger segments
of communities raquiring suppoet are e guiding posts of the compary’s CSR program.

Future Outlook
Grawing concems for the gicbal acencmy, with regards 1o g In tha EU and
Chinese growth am epected ta hawe a direct urpan on demand for Gcean freight  intamational

Monetary Fund has reduced giobal gross domesti Tor 20190 3.5%. Thi ior
In grawth is expectad to negatively Impact the Ocean Trelght between China and tha EL, which is the
primary roule near e Port of Salalah shipping business
and il teir veesels as overcapacily, unstable st rales, and globl economic woss continue alang
‘with 8 5pdog in political instability which could worsen the gvarall econarmic outiool. A we proceed it
2015, we wil noad 10 da sa causiously and continua to monitor the situation. Tha Port of Salalah
Container Tenminal remains very relant on Transshipment b ly from 2
Maintaining and strengthening our sirategic parinarships with our customens will remain Iw priorty.

In the General Cargo Temninal, he oullcok remaing oplimistic dus o The ureque postion ol Sakalah
being the largast single global axporter of Gypsum. Aacantly, the local axporters Nave taken Steps o
standardize the markst and loverage their market leading position, which may result in a short term
drop but long 1eem improvemant in the overall business as the market adjusts 10 the new realifies.

Cwverall, the Port of Salakah enjoys sorme diversity in s partiolio of activilies fhat mifigates calastraphic
impact dus to ary single area. Historically, the Port of Salalsh has wealhered past fimes of economic
uncartainty rathar wel and is expacted to do so moving forward. The focus continues ta strangthen
relationships with exisiing customers 1o lewerage more business, oparational excedance, depiaying
new and solutions for cur and ensure the su v of e business.

Conclusion

On behall of the Board of Directors and the shareholders of the company, | record the sincers
appreciation and gratitude 1o His Majesty Sultan Oaboos Bin Said, for his strategic vision, madership
and his corfinued suppost withoul which # would nat have been possible ta establish and maintain this
warkd class port

1 als0 Hhank our CUSKOMArs, Insurers, invastars, Landses and the meembars of thi govammeant wa work
togethes wilh daiy

Lastty, but cartainy not loast, | placa on recard our appreciation for the contributions made: by our
amployaes in athieving the level of parsrmancs in 2018, Our consistent growih was pessibla by their
ard work, salidarity, coopedation and support

On behalf of the Board of Directors,

Ahmed Bin Nasser Al Mahrizi

Chairman of Board of Directors.

Salalah Port Services Co. SAQG

February 14, 2018
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The complete accounts of the company will be deiivensd or senk by mal 1o any shareholder wha requests them, in sither Arabic or Engish s requested, within seven days of receipl of the request




