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Vision and Mission
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VISION
To be Papua New Guinea’s premier gateway for
maritime trade.

MISSION

PNG Ports Corporation Limited will be the
leading;

° Trade facilitator,

° Terminal Operator,

° Seaport developer; and

o Seaport administrator

by providing internationally competitive gateway
facilities and services through superior customer
focus.






Service Excellence

To strive to serve our customers efficiently,
competently and courteously. This will be
reflected in our ongoing commitment to provide
the necessary technical and soft skill training
to support our personnel to ensure continuous
improvement in service delivery.

Commercially Astute

We are committed to maximising our
shareholder value and mitigating risks through
an established risk management framework.

Forward Thinking and Improvement
We are dedicated to improving every aspect
of the organisation’s business activities
through a commitment to learning, innovation,
communication and investing in technical and
world class port management practices.

Safety and Security First
Safety and security are our priority in everything
we do.

Teamwork

We are committed to operating on the basis
of teamwork and mutual respect, whilst
maximising professional growth and the
development of our employees.

Zero Tolerance

We have a zero tolerance approach to fraud
and corruption within the organisation. All
employees are expected to act with integrity
and honesty at all times.

Sustainable Outcomes

We are committed to servicing the community
whilst ensuring that appropriate systems and
policies are in place to mitigate any social and
environmental impact of our activities.



ABOUT PNG PORTS CORPORATION LIMITED

Overview




PNG Ports Corporation Limited (‘PNGPCL) prides itself as Papua New
Guinea’s gateway to maritime trade and a key player in providing sea
transport infrastructure throughout our network of 15 ports in the
Maritime Provinces across the country.

Our core services include provisions of wharfage, berthage, berth
reservation and stevedoring access. Other additional services include
the provision of marine pilot and administration of stevedoring licences.

PNGPCL is a fully corporatised State Owned Entity (‘SOE’) with its
el 4 assets and liabilities registered under the PNG Companies Act.
~ PNGPC

Bl L

L’s ownership is vested in trust with the Kumul Consolidated

beh the State. Its main enabling legislation

de rs Act G and the Kumul Consolidated
: T

dings Act 2002 (KCH Act).

Th Lgh.an instru‘n?s:ﬁf‘bf.delegaﬂen by the Wof Transport
(DoT’), PNGPCL is also responsible f_o'r the harbour management and
maritimc;. compliance functions at all land/water interfaces (wharves
and w declared an(i ﬂ]—declared porfs and harbours throughout

... the country. . e

GPCLs ¢ pusiness is regulated under the Independent
Consumer and Competition Commission Act 2002 by the economic
regulator — the Independent Consumer & Competition Commission
El 1 T— . (1cCC) through an enforceable and binding Regulatory Contract (akin

-2 . " to Pricing Orders) between PNGPCL and the ICCC. The regulatory
) contract underpins the price path and the accompanying minimum

service standards to be implemented by PNGPCL for a minimum
period of five (5) years.

Since its corporatisation in 2002, PNGPCL has over the years
invested significant capital outlay on the rehabilitation, development
and modernisation of the port network in order to improve the overall
efficiency and productivity in the supply chain. PNGPCL is also
committed to ensuring that it supports the National Government’s
broader economic and development policy agenda in achieving the
country’s development priorities for maritime infrastructure.






Aitape - Tel (675) 457 2540
Alotau - Tel (675) 641 1266
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% Lorengau - Tel (675) 970 9060
Madang - Tel (675) 422 2351
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[t gives me great pleasure to present
to all our stakeholders, valued clients
and the general public the PNG Ports
Corporation Limited (‘PNGPCL) 2016
Annual Report.

PNG PORTS CORPORATION LIMITED

2016 has been a challenging yet successful year for PNGPCL with
the company earning a Net Profit after-Tax (‘NPAT’) of K41 million.
The 88% decline in NPAT from the 2015 financial year (‘FY’) is due
to the abnormally inflated NPAT resulting from the K298.8 million
gain realised on the Motukea port transaction that year. Overall, the
lower profit margin was largely underpinned by declining revenue
performance.

PNGPCLs balance sheet for the FY 2016 reflected a 12% growth
in total assets (K1.8 billion) from the corresponding period which
recorded K1.6 hillion. The steady growth in the company’s asset
base since 2013 is attributed to the ongoing rehabilitation of the port
infrastructure throughout the port network and fair valuation of the
company’s land, buildings and wharf facilities.

The company’s debt level increased considerably this year by 39%
with total liabilities recorded at K546.9 million due to increased loans
and borrowings. Despite the increase in debts, they were maintained
atamanageable level as financial indicators showed a debt ratio of 30
percent which is below the 50 percent industry benchmark. Owner’s
equity grew by 3 percent recording K1.27 billion. This was largely
attributed to the increase in the company’s retained earnings of K805
million.



YEAR AT A GLANCE | Chairman’s Report

With respect to operating revenue, PNGPCL generated K241 million
from the provision of its services as reflected in the 2016 Income
Statement. This represented a slight drop of 3 percent from the
corresponding period due to the downward turn in revenue lines
resulting from declining volume impacted by the drop in world trade.
The spread in the revenue includes a 65% of revenue generated from
the regulated services while 35% from the non-regulated services.

PNGPCL remains focused on fulfiling its obligation as a state
owned entity in line with the National Government’s medium term
development strategies. Part of this is the company’s commitment to
rehabilitating the core port infrastructure for the entire ports network
in order to improve our port operations and facilitate the country’s
growing economy.

One of the major capital expenditure (‘CAPEX’) projects that PNGPCL
is committed to is the Motukea New Wharf Extension and associated
facility project valued at K269 million. Works for this project have
begun this year and anticipated to be completed within the next 18
months followed by the full transfer of the port operations from POM
port. The other key projects include the Tidal Basin Portion 508 in Lae
which will be funded through a concessional loan of K350 million from
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the China Exim Bank and the new Head Office building valued at over

K25 million of which construction is expected to commence soon.

2016 has certainly been a good year and PNGPCL will continue to
make strategic investments into the core port infrastructure across
the port network.
meeting the nation’s needs for transportation of goods and people

This is to support the National Government in

while primarily serving as PNG’s gateway to trade.

As Chairman | would like to conclude my report by thanking members
of the Board, the Managing Director Mr. Stanley Alphonse, his
dedicated executive management team and staff of PNGPCL for the
company’s achievements this year. | certainly look forward to the same
level of dedication and support in 2017 and beyond.

Sir Nathaniel Poya, Kt., 0BE
Chairman



" Managing Director’s —

The economic downturn over the last 18
months has had a direct impact on our 2016
financial and operational performance. Our
business is a demand driven business hence
the decline in trade especially imports and
exports has impacted our performance. The
aggregate volumes for cargo throughput,
vessel calls and container traffic has
experienced a steady decline.
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PNGPCL recorded an overall cargo throughput of 7.2 revenue
tonnages in 2016 indicating a marginal increase of 1.2 percent
from the previous year while container trade declined by 2.4
percent recording 335, 587 Twenty-foot Equivalent Units
(‘TEUS’) from the previous year. The combined international and
domestic Vessel calls also experienced a drop by 21 percent.
It registered a total of 5,636 vessel calls at all our 15 declared
ports.

Tier 1 ports of Lae, Port Moresby and Kimbe which are also our
biggest ports by volume catered for the majority of the company’s
domestic and international trade. Lae port handled 50 percent of
the ports overall cargo volumes, followed by Port Moresby port
handling 19 percent, and Kimbe port with 9 percent. These three
ports generated 78 percent of the company’s operating revenue.
The operations of the other ports are largely break-even or
loss making whose operations are cross subsidised from the
profitable ports. This therefore enables the continuity and
sustainability of the operations of these small non-profitable
ports.

Cargo volumes and vessel calls for Rabaul, Wewak and Kavieng
ports are predicted to increase within the next 5 year period
as soon as current investments in Oil Palm projects in each of
these provinces reach their full production stage.

In terms of financial performance, PNGPCL earned a Net Profit
after-Tax (‘NPAT’) of K41 million in FY 2016 representing an 88
percent decline from the corresponding period. The net asset
value was K1.8 billion, an improvement of 12 percent from FY
2015 whilst the company’s debt level was well managed at 30
percent which is 20 percent below the industry benchmark.

Revenue levels dropped by 3 percent due to the decline in
volumes through our ports as a result of the continued economic



recession. The management is confident that revenue levels will
normalise and gradually pick up in the coming year after the
completion of all the major port capital expenditure projects that
are aimed at enhancing productivity and efficiency.

A number of port capital expenditure (‘CAPEX’) projects were
undertaken during this period that aimed at upgrading our
core infrastructure. The highest value project in this mix is the
Motukea New Wharf Extension and associated facility project
which accounted for a total of K269 million. Construction work
on the Motukea Port extension has commenced this year after
a formal approval by the National Executive Council (‘NEC’). To
give us a start, we made a drawdown of K150 million from the
K350 million loan obtained from commercial institution, Bank
of South Pacific (‘BSP’). The Motukea project is expected to be
completed within the next 18 months period and the full transfer
of port operations to the new port henceforth. This project and
other planned projects further compliment PNGPCL's continued
drive towards strategically investing in core port infrastructure
under the company’s twenty year corporate strategic plan 2012
- 2032.

The other two key projects that PNGPCL has embarked on during
this period is the Tidal Basin Portion 508 in Lae and the Head
Office Building in Port Moresby. For the Portion 508 we secured
a concessional loan of K350 million from the China Exim Bank
to finance the project. Our plan is to develop approximately 90
hectares of land on the western side of the new tidal basin and
lease out to interested stakeholders on a long term basis. For
the Head Office building PNGPCL entered into an investment
partnership with the China Railway Construction Engineering
Group (PNG) Real Estate Co., Ltd (‘CRCG’) to undertake it.
Construction will soon commence when all conceptual designs
are completed.
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0On the company’s Human Resource front, human capital assets

continue to be vital assets to PNGPCL's success. As such
continued training programs have been rolled out this year
to up-skill and enhance the knowledge of employees so that
they perform their roles diligently and meet the future needs
of the company in an ever changing business environment. |
am pleased to declare that PNGPCL has at present a total staff
strength of 606.

PNGPCL as part of its community service initiatives and
consistent with its corporate social responsibility, continued to
provide sponsorships and donations to various social oriented
activities at a value of over K381, 757. To further reinforce its
company values, the company also joined civil societies and
other corporate bodies throughout the country to observe
important dates in the social calendar such as White Ribbon Day
(Elimination of Violence against Women & Children), Red Ribbon
Day (World HIV/Aids Day) and Pink Ribbon Day (Awareness on
Breast Cancer).

FY 2016 has indeed proven to be a good year for PNGPCL and
I’'m confident that the organisation will continue to perform
beyond expectations in the years to come. To conclude, | would
like to sincerely thank the Board, executive management team
and staff members for their efforts and commitment this year
and look forward to the continued support and cooperation in
2017.

STANLEY ALPHON
Managing Director
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OPERATIONS REVIEW

Human Capital
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The Human Capital Division (‘HCD’) provides vital support to the company through its various
functions of Human Resources (‘HR’) Management, HR Services (Information systems &
Benefits), Recruitment, Organisational Structure, Employee Relations, Policy & Planning, as
well as Training and Development.

PNG PORTS CORPORATION LIMITED




OPERATIONS REVIEW | Human Capital Department

Voluntary Retrenchment Program

The company has a Voluntary Retrenchment Program effected
in 2015 through the HCD. Under this program, staff who have
served the organisation for 15 years and more are given the
option to voluntary retrench themselves from their employment.
In acknowledgement of their invaluable contribution to the
organisation, PNGPCL ensures that the retrenching staff are
paid their full entitlements. In 2016, only one long serving
employee exited the company under this program bringing the
total number of retrenched long serving staff to 44 since 2015.
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Policy & Procedures Awareness

The internal HR Policies and Procedures provide guidelines for
PNGPCL to manage its staff as well as a framework within which
consistent decisions are made and promote equity in the way
staff are treated. Annually, the organisation through the HCD
conducts the HR policy awareness throughout its 15 network of
ports including the Head Office in Port Moresby to ensure that
staff are reminded of their obligation to adhere to the existing
policies during the term of their employment with the company.

In 2016 HCD team conducted the policy awareness programme
from 5th of April to the 19th of May at 110f the 15 ports.




OPERATIONS REVIEW | Human Capital Department

Man Power Summary & Distribution

PNGPCL had a total staff strength of 607 as at 31st December
2016. This represents a steady decline of 8 percent from the
preceding year. From the total staff, 532 were permanent
employees (86%), 74 were employed on fixed- term contracts
(12%), while at the executive management level, 6 nationals
(1%) and 4 expatriates (1%) were employed.

Man Power Summary 2016

1%

1%

Fixed Term Contract
= Non-Contract
= EM - Nationals

® EM - Expatriates

Fig 1

In terms of gender distribution, the male population dominated
the workforce with a total of 456 while there were 150 female
employees. Despite this imbalance, a handful of women
occupied middle level supervisory roles with one in the executive
management level team. PNGPCL continued to promote gender
equality through its recruitment drives to reduce the current gap.
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Gender Distribution

= Male Female

Fig 2

Graduate Development Program

Skills enhancement and capacity building programs remain an
important key deliverable for HCD. The Graduate Development
Program is one such program that aims to attract young, vibrant
and energetic University graduates to be part of PNGPCL's
dynamic workforce. Under the program, the graduates undergo
an 18 months on-the-job training that is targeted at enhancing
their skills and knowledge in their respective field of study.

The program is carried out biannually and is spearheaded by
the internal Learning and Development team within the HCD. In
2016, 6 university graduates were recruited under this program
after meeting the necessary requirements and successfully
going through the recruitment process.

Since its inception in 2010, PNGPCL has seen quite a number of
graduates progressing to senior and managerial positions after
the completion of the program.



OPERATIONS REVIEW | Human Capital Department

Annual Health Checks Health checks conducted this year included, physical
examination, electrocardiogram, chest X-ray, Blood sugar,

Health Checks are organised annually by the company for staff ~ Hepatitis B, Liver Function Test, mammogram and Tuberculosis

as part of a proactive approach in promoting a healthy lifestyle  (‘TB’) tests. Employees diagnosed with health issues of concern

and encouraging work life balance. were referred by the medical practitioners to seek further
investigation and treatment.
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OPERATIONS REVIEW

Major Projects | s

Port infrastructure is vital for PNGPCL to function as a port facility and service provider. The growing demand for port services within
the country and Asia Pacific Region positions PNGPCL's main ports of POM and Lae as the key transhipment hub in the region.

In order to cater for this demand and create efficiency within the port network, PNGPCL has invested K 421 million this year into the
port modernisation exercise. This included the upgrade and expansion of existing port facilities throughout the country as well as the
construction of new port facilities such as the Motukea wharf and Lae Tidal Basin.

Motukea New Wharf

Following an extensive asset conditional audit of the Port  lengthy deliberation of the agenda. The move is also essential for
Moresby Main wharf and Container Terminal Infrastructure, ~PNGPCL as a port facility provider to cater for the demands of the
while also taking into account the future expansion plan for ~ country’s growing economy.

the Port Moresby CBD and the current government’s decision

to relocate the port area, PNGPCL opted for Motukea as a  The official relocation of the Port Moresby port to the new
preferred relocation site for the new Port Moresby Port after a ~ Motukea port commenced on July 29th 2014.



OPERATIONS REVIEW | Major Projects

In March 2016, the National Executive Council (‘NEC’)
formally approved for further expansion and construction of
the international berth at the Motukea port to cater for the
relocation of the International wharf from the existing Port
Moresby port.

Following the NEC decision, PNGPCL successfully made a
drawdown of K150 million from the K300 million loan acquired
from the Bank of South Pacific Bank (‘BSP’).

Upon the drawdown the project contractor Curtain Bros PNG
Ltd commenced the actual construction work in May 2016.
The construction will include the reclamation of approximately
60 hectares of underwater lease in order to extend the wharf
by 500 metres, mounted tracks at the storage facilities and a
new port access route.
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As part of the strategic arrangement going forward, PNGPCL
plans to establish a Special Purpose Vehicle (‘SPV’) to operate
the Motukea port and most preferably an international operator.
The SPV will own Motukea Port and operate the port through
a Public Private Partnership (‘PPP’) including any future capital
investment on the extension. The existing assets and liabilities
of Port Moresby Port will be transferred to the new SPV.

The two Port Moresby coastal wharves (Main Wharf and APC
wharf) and the port Administration office were transferred over
to Motukea port towards the end of this year. The international
wharf will follow suit upon completion of the new international
wharf at Motukea potentially in 2018.




Lae Tidal Basin — Portion 508

The first phase of the Lae Tidal Basin was successfully
completed by China Harbour Engineering Company Limited and
commissioned on the 17th of December 2014. On the 2nd of
April 2015 the Tidal Basin was formally handed over to PNGPCL
by Kumul Consolidated Holdings (‘KCH).

PNGPCL entered into a temporary arrangement with Consort
Express Lines to undertake coastal operations at Phase 1.

In March 2016, the NEC approved for PNGPCL to commence
with the development and commercialization of the western
side of Lae Tidal Basin. Following the approval, PNGPCL secured
a concessional loan of K350 million from the China Exim Bank
to finance the proposed development. A formal agreement was
signed in July 2016. Approximately 90 hectares of land on the
western side of the new tidal basin will be developed and leased
out to stakeholders on a long term basis.

The project developer, China Jiangsu International has
commenced with the conceptual designs with actual
construction works to commence before the end of this
year. In the meantime, PNGPCL has commenced pre-leasing
negotiations with a number of interested clients and potential
long term lessees for sections of the Phase 3 land which is the
western side of the new Tidal Basin.

Port Moresby Head Office Building
The relocation of the Port Moresby port and the proposed
waterfront development along the Stanley Esplanade has forced

PNGPCL to look for an alternative location to relocate its Head
Office from the current port precinct.
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PNGPCL entered into an investment partnership with the China
Railway Construction Engineering Group (PNG) Real Estate Co.,
Ltd (‘CRCG’) to develop PNGPCL's vacant land portion adjacent
to the Internal Revenue Commission (‘IRC’) Building to house its
head office staff. The project is valued at over K25 million.

The project is currently in the final design stage. PNGPCL's
building permit application to the National Capital District
Commission (‘NCDC’) Physical Planning Building Board was
approved in September 2016 by the NCDC Physical Planning
and is pending signoff by the Building Board. Negotiations
regarding contract execution and supervision agreements
between CRCG and PNGPCL will be finalised soon and followed
by the commencement of the construction.



Internation
Accredijafian

International Accreditation - Port Safety
& Management

The PNGPCL Harbours Management Services (The Regulatory
Division of PNGPCL) continues to ensure that business practices
within the declared ports are in compliance with the safety
and environmental management requirements pursuant
to the Environment Act 2003, Contaminants Act 1978 and
Environmental Contaminants (Pesticides) Act 1978 including
relevant international conventions and protocols to protect and
enhance the environment, the welfare of the employees and the
surrounding community.
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The company has further implemented the Health Safety
& Environment Safety Management System for the Head
office, Port Moresby port and Lae port. The system is
consistent with requirements of the 1SO 9000 group of
standards and the company is especially proud to be
certified in the following categories;

e IS0 14001:2004 — International Standard —
Environmental Management Systems;

e (OHSE 18001:2007 — International Standard — Safety
Management Systems ; and

e AS/NZS 4801:2001 — Australia and New Zealand
Standard — Safety Management Systems.
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OPERATIONS REVIEW

Community
Engagements

Highlights

PNGPCL has demonstrated this year that it is a
good corporate citizen by providing assistance
to communities through sponsorships and
donations. The company facilitated about
30 sponsorships and donation requests at
the value of K381, 757.92 towards various
areas including Education, Sports, Health and
others.

Education

PNGPCL allocated approximately K31, 000.00 in total for
Education. This assistance was given to 5 schools in the country
to help fund their school activities and projects. Apart from
the financial support the organisation also donated computers
and other IT equipment to the Limana Vocational School in Port
Moresby.
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Sports

PNGPCL also allocated K50, 730.00 in total for Sports which is
an integral part of the community structure as it reduces social
tension, crime and provides young people with opportunities to
become disciplined and learn good moral values.

Health

Another area that PNGPCL prioritized this year is Health. A
sponsorship value of K160, 520.00 was allocated to hospitals,
clinics and medical appeals. This included the assistance given
for the purchase of the multi-purpose scanner worth K150,
000.00 for the Port Moresby General Hospital and K5, 000.00
for the Daru General Hospital maintenance.

Other causes that received financial assistance from PNGPCL
included;

. NGOs - K32, 500.00;
o Religion — K61,007.92;
o National Events — K35,000.00; &

e Others - K11,000.00



OPERATIONS REVIEW | Community Engagements

Community Engagements

Other
12%

Health
42%

Fig 3

Apart from direct financial assistance, PNGPCL also took a
proactive approach this year in promoting a cleaner, healthier
and safer environment by organising corporate clean-a-thon
exercises within the nation’s capital.The program involved half
a day’s clean-up of the Ela Beach and Konebada beachfront.
PNGPCL also participated in various campaigns against major
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Sports
13%

Education

8%
<NGO

9%

Churches
16%

issues that have a negative impact on the country’s socio-
economic development. These included the Fight against HIV
and Aids and Fight against Corruption aimed at eradicating bad
practices within the organisation and the nation as a whole.
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OPERATIONS REVIEW

Trade
Performance

Cargo Throughput

In 2016, PNGPCL handled an overall cargo throughput of 7,
245,710 Revenue Tonnages representing a slight increase
by 1.02 percent from the corresponding period. The cargo
volumes was stabilised despite the slower economic growth
on both the domestic and international fronts including the low
commodity prices.

The cargo throughput analysis for the last 5 years (Fig 4)
indicates an 8.24 percent downward drop in the overall cargo
volumes from 2012 to 2013. This was contributed by the
scaling down of the Liquefied Natural Gas (‘LNG’) construction
phase and the drop in export commodities. There was an
improvement in 2014 by 3 percent with a total of 7.5 million
Revenue Tonnages driven by a substantial 9 percent growth
in coastal cargo trade, as well as the commencement of the
production and export of the LNG and strong activity in the non-
mineral private sector. The 5.6 percent downward decline from
2014 to 2015 in the overall cargo throughput is a reflection of
the continued recession in the international and local economy.

Cargo Revenue

8.50 5.00

8.00

750 ——— —/— =
7.00 ' ¥ (.00
6.50 | I B D (10.00)

2012 2013 2014 2015 2016

RT (Millions)

5 Year Trend
= Revenue Tonnages Growth (%)
Fig 4
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ANALYSIS

Coastal & Overseas Cargo

The 2016 port statistics indicated a slight drop in the coastal
cargo trade from the previous year by 1.6 percent recording
a throughput of 2, 459,176 Revenue Tonnages. Despite the
decline the graph in fig 5 indicates an increase in the growth
rate.

The Coastal cargo analysis for the last 5 years (Fig 5) indicated a
steady decline by nearly 2 percent in Coastal Cargo throughput
from 2012 to 2013. Coastal cargo picked up significantly in
2014 by 9.4 percent recording 2,789,824 Revenue Tonnages
however declined dramatically again by 10.4 percent in 2015
recording 2, 499, 689 Revenue Tonnages.

There was a slight improvement in the Overseas Cargo in 2016
compared to the previous year. The port statistics recorded a
throughput of 4, 786,533 Revenue Tonnages indicating an
increase of 2.5 percent. (Fig 6). The highest overseas cargo
throughput in the last 5 years was recorded in 2012 with a total
of 5, 403, 063 Revenue Tonnages.

In relation to the international trade there was a significant
imbalance in trade with import constituting about 68 percent
and export about 32 percent of the total 7, 245,710 Revenue
Tonnages. The trade is mainly for containers, break bulk, palm
oil and bulk fuel.

Lae, Port Moresby and Kimbe handled the majority of the cargo
volumes (Fig 7). Lae port handled 3,579,224 Revenue Tonnages
(1.94 percent slight increase from the previous year) which
accounted for 50 percent of total cargo throughput; Port Moresby
port handled 1, 473, 805 Revenue Tonnages (5.71 percent
decrease) which constituted 19 percent of cargo throughput,
while Kimbe port’s cargo volumes increased by 14.55 percent
from the previous year handling 613, 652 Revenue Tonnages,
making up 9 percent of cargo throughput.



Coastal Cargo Cargo Throughput by Ports
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Containerised trade

Overseas Cargo 2016 Port statistics recorded a container throughput of 335, 587
Twenty-Foot Equivalent Units (‘TEU’) indicating a 2.3 percent
slump from the previous year (Fig 8). Despite the decline there

5,600,000.00 was a marginal increase in the growth rate from 2015 which
5,400,000.00 - recorded a considerable drop of 3.6 percent from the preceding
’g 5,200,000.00 - year. The highest recorded TEUs within the last 5 years was
= 5,000,000.00 - = recorded in 2014 with 356, 918 TEUs (Fig 8).
E 4,800,000.00 - .
= 4,600,000.00 - In terms of percentage gromh,_contalnerl throughput reached
& 4400,00000- — — — — - the highest growth of 7 percent in 2012 with a total of 338,160
TEUs. Container volumes climbed steadily in 2013 (1%) and

4'200’000'00% N 2014 (4%). (Fig 8).
N A A AN N
S S S

5 Year Trend

Revenue Tonnages -« Growth (%)

Fig 6
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Coastal and Overseas Trade

The coastal container throughput accounted for a total of Total Container Throughput 2016
125, 082 TEUs making up 37.3 % while overseas containers
accounted for 210, 505 TEUs which is 62.7% of the total of the
containerised trade (Fig 9). In relation to the overseas trade in
the container volume, imports accounted for 51 % while exports
accounted for 49%.

The two busiest ports of Lae and Port Moresby dominated the
overall container trade by accounting for more than half of the
container volumes that passed through the port network. Lae
port alone contributed 56 % of containerised cargo (187, 256
TEUs), Port Moresby port accounted for 20% (68, 475 TEUs).
The three ports of Kimbe, Rabaul and Madang also accounted
for 4% each of the total container volumes. (Fig 10).

Lae - 56%

Port Moresby
- 20%

Fig 10
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Vessel Calls

A total of 5,636 vessel calls was recorded in 2016 throughout
the port network as compared to 5,974 vessel calls in the
previous year. This indicated a decline by 5.6 percent. Despite
the decline there was an increase in the growth as shown in the
graph (Fig 11).

The highest number of vessel calls totalling 7,331 was recorded
in 2012. Since then, there has been a modest decline in vessel
throughput as per the 5 year comparative analysis (Fig 11).
2013 results reflected a 6.6% decrease, followed by another
slight decline of 1.9 % in 2014 and a noticeable 11% drop in
2015. 2016 vessel throughput was the lowest recorded number
of vessel calls in the last 5 years.

Coastal and Overseas Calls

There has been a steady decline in the overall vessel calls over
the last 5 years. In 2016 vessel movement within the domestic
waters recorded total vessel calls of 2, 967 while overseas
vessel calls recorded 2,668 (Fig 12). This indicated a drop by
5.3 percent in the combined vessel calls recorded at all the
declared ports in the country. Coastal vessel calls accounted
for 53 percent of total vessel calls and consisted mainly of
general vessels, tanker and barge vessels, as well as passenger
and fishing vessels. Overseas calls made up 47 percent and
consisted of container vessels, tankers, cruise vessels, logging
vessels, fishing vessels as well as roll-on roll-off vessels.
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Port Moresby, Lae and Rabaul ports recorded a majority of vessel
calls (Fig 13) in 2016. Port Moreshy accounted for 25% of total
vessel calls recording 1, 423 calls which indicated a 3.3 percent
drop from the previous year. Lae port had the second highest
number of vessel calls recording 977 and accounted for 17
percent of total vessel calls. This was a noticeable 5.9 percent
decline as well from the corresponding period while Rabaul port
had the third highest number of vessel calls recording 823 calls
and accounting for 15 percent of total vessel throughput, a 14
percent growth from the previous year.

Wewak port recorded 502 vessel calls which was the fourth
highest and accounted for 9 percent of total calls. Kimbe and
Madang ports had the fifth and sixth highest calls recording
450 and 332 vessel calls respectively (both accounted for 8
percent and 6 percent respectively). The rest of the other 9 ports
including Oro, Alotau, Kavieng, Daru, Vanimo, Buka, Lorengau,
Kieta and Aitape recorded less than 300 vessel calls in the year
and accounted for less than 4 percent of total calls respectively.
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Vessel Calls by Port 2016

All Others

Port Moresby
-25%
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Wewak
-9%

Fig 13
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Corporate Governance Practice

PNGPCL is highly committed to developing,
adopting and practising high corporate
governance standards and practices in its
day-to-day operations and management. The
Board and Management of PNGPCL genuinely
recognises this as one of the pillars for
corporate success — and with this recognition,
continuously endeavours to uphold and
practice high corporate governance standards
in all commercial decisions.

Role of the Board

The operations of the board is governed by the Companies’ Act
1997 (‘Companies Act) and the Kumul Consolidated Holdings
Act 2002 (‘KCH Act). The Board of PNGPCL is responsible for the
broad policy and corporate governance of the company. The
Board executes this responsibility by setting the company’s
strategic direction, establishing targets for management,
providing direction towards meeting these targets and
monitoring performance of the management.

The Board is also responsible for appointing the Managing
Director to oversee and direct the day to day operations of
the company. The Managing Director is accountable for the
operational performance of PNGPCL and is the first point of
contact when the board interacts with the Management.

Board Composition

PNGPCL is a State Owned Entity, Corporatized under the
Privatisation Act 2002. The KCH is the sole shareholder holding
shares in trust on behalf of the State and as such the KCH Act
sets forth the underlying provisions by which the company is
governed and the appointment of its Board. In turn the KCH
reports to the KCH Board and the Ministry of Public Enterprise
and State Investment and National Executive Council.
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In accordance with the provisions of the KCH Act, the Board
members are appointed by the KCH subject to the approval of
the National Executive Council. The KCH as the sole shareholder
of PNGPCL under the KCH Act appoints directors, the Chairman
and deputy chairman. PNGPCL as of the 31st of December 2016
had seven (7) Board members, inclusive of the Chairman, which
were appointed by the KCH through the due process stipulated
by the KCH Act 2002.

Ethical Standards

The Directors strive to uphold exceptional ethical standards
when conducting themselves in the capacity as Directors of
the PNGPCL Board. This also encompasses complying with all
relevant legislations and codes of conduct of the State of Papua
New Guinea and the Company’s Act 1997.

Directors Interest

As at the end of 31st December 2016 none of the Directors were
a shareholder to the Company and did not have any material
interest in PNGPCL or any related entity that undertook business
with the company.

Remuneration of Board

In accordance with Section 212 (f) and (g) of the Companies’
Act, the shareholder of the company, through ordinary resolution
has resolved that the company will not disclose details of the
Directors remuneration in the 2016 annual report.

Board Meetings

Each year there are periodically scheduled Board Meetings to
deliberate on agendas pertaining to the operations of PNGPCL.
The management provides Board information papers to
inform the Board on progress of certain projects or to propose
recommendation for the Board’s approval. In accordance with
Schedule 4 of the Company’s Act 1997 two days’ notice are
given to all directors for a meeting and the meeting will proceed
if there is a quorum of majority of the directors. All Board
resolutions are passed through a majority vote.



Corporate Governance Practice

Indemnity

As prescribed by the KCH Act, the KCH has the discretion to
indemnify any director of his/her actions as director of PNGPCL.
Breaches of the law and criminal acts are specifically exempted
from this provision.

Financial Results

The Directors and the Shareholder are provided monthly and
quarterly financial reports in an acceptable format required by
Board and Management. The annual financial statements are
prepared in accordance with the generally accepted International
Financial Reporting Standards (“IFRS”). The financial statements
also adhere to the requirements of the Companies’ Act 1997
which explicitly states that this is the responsibility of the Board.
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Auditors

The Auditor of the company is the Auditor General of PNG. The
Auditor General conducts the audit or appoints an agent to
conduct audits of the company’s accounts on its behalf at the
end of each reporting period. The Audit Report is then provided
by Auditor General to the KCH, which is then forwarded to the
Public Enterprise and State Investment Minister to be presented
in parliament.
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Financial Review

Financial | Summary

Year ended 31st December 2016 2014 As 2013 As
restated restated

K'm K’'m K'm

Operating Result
241 249 242 242 2225 255.9
173.6 174 188.2 188.2 234.8 165.2
73.9 371.6 25.9 25.9 (16.6) 100.2
12.6 8.2 8.2 6.5 9.7 2.1
61.8 364.3 20.2 20.2 (25.8) 98.8
41 346.6 15.6 8 (18.3) 75.9

Financial Position

1,821.60 1,626.40 | 1,311.80 | 1,311.80 | 1,291.90 | 1,332.1

546.9 392.7 500.6 5214 509.5 497.5
469 473 620 620 640.3 650.0
805 760 191 170.5 1421 184.6

1,821.60 1,626.40 | 1,311.80 | 1,311.80 | 1,291.90 | 1,332.1

Cash Flows

96.3 131 71.8 71.8 423 137.2

(174.9) (155.6) (65.6) (65.6) (88.5) (98.8)

150 (23.9) 49.8 49.8 (26) 342

146.7 75.2 123.7 123.7 67.7 140
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Financial Performance | Analysis

This is a comparative analysis of PNGPCL's
financial performance over a 5 year period with
a particular focus on 2016 and 2015’s resullts.

Financial position

PNGPCL's balance sheet indicated a good financial position with
total assets recorded at K1.8 billion for the year ended 31st
December 2016. This indicated a significant increase of K195.2
million and a 12% growth from the corresponding period. Cash,
cash equivalents, trade and other receivables formed a large
component of this growth.

The steady growth in the company’s asset base (Fig 14) since
2013 is also attributed to the ongoing upgrade of the port
infrastructure and fair valuation of property, plant and equipment
giving rise to the value of the company’s fixed assets.

PNGPCL's debt level increased considerably by 39% with total
liabilities recorded at K546.9 million as compared to K392.7
million recorded in the previous year’s balance sheet. An
increase in total loans and borrowings was a contributing factor.
Despite the increase in liabilities they have been maintained at
a manageable level resulting in a solid net asset position over
this period.

Earnings before Interest and Tax

PNGPCL generated an operating revenue of K241 million
in 2016 from the provision of its services reflecting a slight
drop of 3% from the previous year (Fig 15). This was due to a
downward turn in revenue lines. On average, 65% of revenue
was generated from the regulated services and 35% from the
non-regulated services. In terms of port revenue contribution,
Lae port contributed the highest with an average of 43% of
total revenue, followed by POM port with 31%, Rabaul port with
8%, Kimbe port with 5 % and the other ports contributing 13%.
Operating revenue had climbed steadily from 2013 to 2015
due to the strong business growth in that period and eventually
dropped this year by 3%.
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Financial Performance | Analysis

The total expenditure in 2016 declined slightly by 0.2 % recording
K173.6 million on the Statement of Comprehensive Income.
Expenditure was below budget as a result of management cost
control. This is also reflected in the EBIT graph (Fig 15) where
expenditure has gradually decreased since 2013.

The earnings before interest and tax dropped significantly by
80% in 2016 (Fig 15) recording K73.9 million compared to
K371.6 million recorded in the previous financial year. This was
largely attributed to the decline in revenue.

Net Operating Result

PNGPCL recorded a Net Profit- after-tax (‘NPAT’) of K41 million
in the 2016 Statement of Comprehensive Income (Fig 16). This
reflected a substantial decline by 88% and a difference of
K305.6 million from the corresponding period that recorded a
NPAT of K346.6 million. The large negative variance between
the NPAT for YTD 2015 and YTD 2016 is due to the abnormally
inflated NPAT for YTD 2015 resulting from the K298.8 million
gain realised on the Motukea port transaction in 2015. Overall
the lower profit margin is largely underpinned by lower revenue
performance.

Owner’s Equity

Total equity improved by 3 percent in 2016 amounting to
K1.27 billion. This reflected an increase of K40 million from the
corresponding period which recorded K1.23 billion. This growth
was largely attributed to the company’s retained earnings of
K805. Total reserves amounted to K461 million and consisted of
asset revaluation reserve and stockholder fund reserve.
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SUMMARY OF NET OPERATING RESULT
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Performance Indicators

The benchmark ratios were developed by Mari Trade PNG Ltd and NKA Chartered Accountants in 2010. The benchmark for PNGPCL
is an average compared to various Australian and NZ Port benchmarks for financial results.

Financial 2016 2015 Bench Remarks
Ratios mark
Net Profit Margin | 17% 139.2% 30% The NPM for this year was 17%, 13% below the industry

benchmark and also a decline of 122.2% from the previous financial
year. This attributes to the drop in net profit by 88% and
increase in depreciation charges.

Return on 4% 24% 10% The ROCE for this year dropped considerably by 20% from the previous
Capital period and is also 6% below the industry benchmark. This indicates that
Employed that the company did not deploy its capital as efficiently as the previous

financial year.

Asset 13% 15% 50% The Asset turnover ratio dropped by 2% from the corresponding period
Turnover as a result of the proportionate increase in total assets by 12%.
Revenue generated from asset utilization is yet to be realized as the
infrastructure improvement program is still in progress.

Current ratio 2.2:1 1.2:1 2:1 The current ratio for the year improved by 1 from the previous period.
This improvement is underpinned by the decrease in current liabilities
by 4% and the 75% growth in current assets. The company is in
good financial health with a higher proportion of asset value relative
to the value of liabilities hence PNGPCL is able to pay back its

short term debts.
Debt to 43% 31.8% 50% The debt to equity ratio grew by 11.2% compared to the corresponding
Equity period. This was a result of the 3% increase in equity attributed to more

retained earnings and also an increase in debts by 39%.

Debt Ratio 30% 24% 50% This year, the debt ratio increased by 6% compared to the previous
year indicating that PNGPCL increased its leverage but maintained
the debt level below the 50 percent benchmark.

Equity Ratio 70% 76% 50% The equity ratio in 2016 declined by 6% however
remained above the industry’s benchmark due to
an increase in retained earnings by 6%.
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The directors present their financial
statements on the affairs of PNG

Ports Corporation Limited (“the
Company “or “PNGPCL”) for the year
ended 31st December 2016.

Activities

The principle activities of the Company during
the course of the financial year were, as
promulgated by the Harbours Act (Chapter
240) is the provision of management services,
operations and control of all activities governing
the movement of ships and cargo handling
within its declared ports strategically located
throughout Papua New Guinea.

Results

The net profit after taxation for the year was
K41,017, 695 (2015: K346, 585, 219).

Dividends

No dividends were declared in 2016 and 2015.
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Directors

The directors at the date of the report of the
company are listed below. No director was a
shareholder of the Company at 31st December
2016 and none had any material interests in any
contract or arrangement with the company or
any related entity during the year. The directors
during the year ended 31st December 2016
were as follows:

° Sir Nathaniel Poya, OBE
Chairman

° Fabian C Chow
Deputy Chairman
(appointed 14 July 2016)

° Stanley Alphonse
Managing Director

° Patrick K Amini
Director



° Harvey Nii
Director

° Luke K Niap
Director

° Eddie W Hesingut
Director

o Job Suat
(resigned effective 14th July 2016)

° John Pumwa
(resigned effective 14th July 2016)

° Igo Oala
(resigned effective 14th July 2016)
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Remuneration of Directors and Employees

In accordance with the provisions of the
Companies Act 1997 (Section 212(3), the
shareholders of PNG Ports Corporation Limited
have resolved that the Company does not
need to disclose directors and employees
remuneration in its annual report.

For and on behalf of the board of directors;
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OFFICE OF THE
MuHAE..IE_ﬂ]HEE‘L_’DiI__
¢ RECEIVED| %
JRHIT  pare: [ BT by
Fhone: («675) 3012200 Fac [+675) 125 2872  Email agopng@ago gov.pg  Webale: wiww ago.gav.pg

The Managing Director Date: 15® November, 2017
PNG Ports Corporation Limited Our Reference; 31-61-4
PO Box 671 Action Officer: U Torbiss
PORT MORESBY Designation wAAG
Mational CI:IFH'III District Your Beforence
Dear Sir,

AUDIT REPORT ON

PNG PORTS CORPORATION LIMITED
FOR THE YEAR ENDED 31 DECEMBER 2016

1 attach a copy of the Auditor-General’s Report together with a copy of the certified financial
statemments of thie above named Company for the year ended 31 December, 2016,

Please ensure that these are tabled by you at the Company’s Annual General Meeting,

Yours faithfully,

L Me

LEMERKI ILA
Deputy Auditor-General
fSranerary Bodies Audit Division)
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pr
. 7 i 7 ik
FAPUA WEW GUINEL A vgw 6™
Phone: (+675) 301200 Fax: (+675) 125 2872 Ensail: agopag@ago pov.pp  Websile: weww.agn gov i

INDEPENDENT AUDIT REPORT ON THE ACCOUNTS OF
PNG PORTS CORPORATION LIMITED
FORTHE YEAR ENDED 31 DECEMBER 216
To the Sharcholders

I have sudifesd the accompanying financial statements of PNG Parts Corporation Limited
for the year ended 31 December, 2016, The financial stalements comprise:

- Sistement of Financial Position;

. 5 it af Comprehensive Income;

. Sitement of Changes In Equity;

*  Stement of Cash Flows; amd

*  Summary of Significant Accounting Policies and Other Explanatory Notes,

Responsibility for the Financial Statements

The Directors of the Company are responsable for prepanng financial statements that give &
trse and fair presemtation of the fnanclal position and performance of the Company, The
financial sistements should comply with the Companies Act. /997 and other mandatory
financial reponing requirements in Papua New Guinea in accordance with the fefermatium!
Financial Reporting Standierds, which have boen approved by the dccouning Surdards
Hoard as the financial reporting standands for wse in Papua New Cuinea. The Directors anc
ilsor responsible for the maintenance of adeguate sccounting records and internal controls that
are designed o prevent and detect fraud and error, and for the accounting polictes and
aceaunting estimates inherent in the financial stafements.

Responsibility of the Auditor-General

| have conducted an independent sudit in order 1o express an opanion io the sharcholders. My
audst has been planned and performed in acoondance with fwersational Stoadords on
Auditing as promulgated by the frfemational Federarion of Accouniants 1o obtain reasonabile
msurance whether the financial staiements are free of material misstatement. The audit
involved performing procedurcs to obtain sudit evidence about the amounts and disclosures
in the financial sistements.

The nature of an swdit is influenced by factors such as the use of profeasionad judgment,
including the assessment of the nsks of matenal missaternents of the financial statements,
whether due to fraud oe ermor, | have consdidered the risks, based on those assessments, on the
intermal controls rebevant 1o the preparation and [air presentation of the financial satements in
designing audst procedires that are considered appropriate i the circumstances.
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Procedures were performed 1o assess whether, in all material respects, the financial
statements present fairly, in accordance with the Companies det [997, the [nternational
Financial Reporting Accounting Standards and other mandatory financial reporting
requirements, @ view which is consistent with my understanding of the Company’s financial
position, and of its performance as represented by the results of their operations and cash
flows,

I believe that the audit evidence obtained is sufficient and appropriate to provide a basis for
this report,

AUDIT OPINION
In my opinion:

(a)  the financial statements of PNG  Ports Corporation Limited for the vear ended 31
December, 2016:

(i} give a true and fair view of the financial position and the results of its
operation and cash flows for the vear ended on that date; and

(i)  the financial statements have been presented in accordance with the
Companies Act 1997, International Financiol Reporting Standards and other
generally accepted accounting practice in Papua New Guinea:

(b)  Proper accounting records have been kept by the Company as far as appears from my
examination of those records; and

(¢) [ have obtained all the information and explanations required.

i

HILIP NAUGA
Anditor-General

15 November, 2007
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PNG Ports Corporation Limited is a registered company under the Papua New Guinea Companies Act 1997
and is incorporated and domiciled in Papua New Guinea.

Registered Office

Directors

Managing Director
Secretary

Auditor

Bankers
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Section 53, Lot 8, Stanley Esplanade, Port Maresby, National
Capital District

Nathaniel Poya, OBE - Chairman

Fabian C Chow - Deputy Chairman (appointed 14 July 2018)
Stanley Alphonse -~ Managing Director

Patrick K Amini

Harvey Nii

Luke K Niap

Eddie W Hesingut

Job Suat (resigned effective 14 July 2016)

John Pumwa (resigned effective 14 July 2016)

Igo Oala (resigned effective 14 July 2016)

Mr. Stanley Alphonse

Mr. Joseph E Aisa

Auditor General of Papua New Guinea
PO Box 423 Waigani National Capital District

Bank South Pacific Limited
ANZ Banking Group {PNG) Limited
Westpac Bank (PNG) Limited
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58

The desclors present thesr financial statermants on the sMais of PNG Pors Corporation Lireled (e Company” o
*PRGPCLY) for the yeae ended 31 December 2016

Activities

The principal acthifies of the Company during $he course of the financial year were, &5 promulgated by the Harbours Adl
(Chapier 240) ks the provision of management seneces. cpenstons and coniml of al actvites goweming (he moverent of
ships and cargo handlng waihin i5 declaned ports stralegically located Broughou! Papua New Gunoa

Results

Tha nat prost aftr taxatian for the year was 41,017 605 (2015 K348,585 218},
Dividends

Mo dvidends ware declared i 2016 and 2015,

Directors

Thie dveciors al the dirle of the report ol the company are ksied on Page | No ditecior was a shaeeholder of ihe Company
at 31 Decambar 2016 Bnd none had any malerial intenes! in a7y confract of arangemant with the Company or any related
enility dunng the yenr  The deecions during the year ended 31 Deceenber 2016 wern 85 folows:

Fablan C Chow - Doputy Chaimman (appoinied 14 July 2016)
Starkey Alphonse - Managing Deecior

Painick K Amini

Hareey Hi

Lk K Ning

Eddee W Hesngut

Joib Bust {resigred afective 14 July 2016)

John Purmswa (resigned eflectve 14 July 2016)

gt Dala {resigned ofective 14 July 2016)

Remuneration of Directors and Employees

In accordance with the peovesions of the Companies Act 1997 (section 212(3]), the sharshokders of PNG Pers Coperabion
Limnited have rescived that the company doss nol need 10 discloss deectors and employes: remunaralion in s arnupl
reguat

For and on behalf of the board of desclors

P AL

D.ﬂl. cqfllfl'r {ﬁ! !i__
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as at 31 December, 2016
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6,508,000 6,574 635
152510 1535184
84,012 993 E7 487,383
14,452 857 12,395 941
1125755 1,425,755
78,554 BBY 115,068,138
101,645,000 106,357 147
67,136,167 67243748
462,514,538 305,183,387
545,027 531 302 590.710
7,830,000 7,830,000
451,247,805 465,411,834
805,628,535 760445211
1274, 704,740 1,233,687 (M5
1,801 632,271 1,626,377 755

T sislomend of financial posfion i b be read i conjunction wilfs e nofes fo avd kaming part of the fnancal sisfements

For and on behat! of the board of dinections

Diate o [N [ F
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Reveniss from rondering of service
Direct cosis
Gress profit

Other revenue - nal

Pemsanngl expenses
Doapursciation
Adminisirative Bapenses
Oter oparaling axpersey
Total pxpenses

Results from operating activities

Finance mcome

Finance costs

N#t finance expense

Prafit befors tax
Income thx exponse
Profit for the year

Dther comprehentlve income
Revalsation inciemant
Income tax sflect

Other comprehensive incoma for the year
Total comprehensive income for the year

PNG PORTS CORPORATION LIMITED

o)

B1,884.028
(20,666,333)

il wms
K K
241012381 240,082 B30
{10,044, 156) {0.992.082)
210,966,185 238 000 778
16,661,125 306, 760,550
(58,374, 748) (16,987 264
(5%, 780, 048) (45,822 151)
29.853,862) 28.712.015)
_ (ReASAMEY)  {M739E07)
(173,663,121] (T2
73,866,393 31 550,060
604,575 955,361

_ (agenae  (SM638%)
_ (apoe  (126003d)

354 200,036
(17,704 B17)

41,017 595

b 585018

.

41,017 685

et
1,765,950

61,791 M8
408,376 467

The statement of comprehensive ncome i o be mad i conuncion with the noles o and foming pad of the finaecial
suamends



FINANCIAL STATEMENTS | Statement of Changes in Equity
for the year ended 31 December, 2016

Share Rutained
Capital Resurves Eamings Tl
K K K K
Balance at 1 January 2015 7,530,000 612,142 413 191,265,165 BT 578
Presit for the yew - - MESE5ZE 36,565 218
thes comprehenave incame - 61,791,248 - 61,781,248
Total comprehenshve Income - 61,791,248 148,585,219 408 376 467
Dioprecaaton Iranaler for revalued
assely (Note 14) - (2 564 BIT) 222,504 83T -
Tranaacton wih sharehalder (Nole
1 - 14.073.000 - 14,073,000
Balance at 31 December 2015 1,530,000 455,411,834 760445211 1233 987,045
Proide o the year = = 41,007,855 41,017,685
Ottt comprshansive incams - - - -
Total comprehensive income - - 41,017 655 #1,017 555
Deprociation ransler for revalued
assats (Mot 14) 2 154,028 4164029 -
Balance at 31 Decamber 2016 7,830,000 461247805  BOSEIGEIS 1374704740

Thet stadaments of changes in equily & fo be read & conjuncien with the fodes I and forming pard of the Bnancial
salarments
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Cash Bows from operating activities
Cash receipds from customers

Cash paid lo supphemn and employses
Ciash geneabed from oparalieg acimling
Incours tanes paid

Ingeres! pusd

Net canh from oparsting aciivities

Cash News from investing activities

Furchase of property, plant and equipmant
Recaipts froen setilernant of related party ticanvables
Inbenis reces

Froceed bom sale of property, plant and equipment
et cash used In investing activities

Canh flows from financing activities
Procesds ol bormmwings
Payment of relaled parfy sdvances

Drvidend paymants
Repaymeni of bormvangs

Procend (payment of) from lease kabiibes
Trust fund and related inlnoest IEceipts

Met cash from (wsed bn] financing activities

Mot increasad{decreasa) in cash

and cash eguivalonts
Cash and cash squivalents 3l beginning of (he year
Cash and cash equivalents st end of the year

018 aME
Mot K K
M2 22580 332,300,007
24,1 (167 B53.821)
21() 18,132,188 164 445 186
() (8,079 538) {25,201 384§
{12.557,240) {8.245.385)
_963SSAS 13096843
1@ {190,986,114) (180,767 424)
12,000,000 1545329
BO4ETS 656 351
1,463,850 20307
[74997,548) (155,504 417)
15 288977180
£10,000,000) =
16,194 - 1, 500,005
185iz) {129,454 043) (15,275,580}
(199.554) 0BT T4
 BS4A {1.078.181)
04T [ZAEER0ET)
71,568,357 {48,458 007)
15.15,551 12160 558
H(a} 145,781 838 75,215,551

The Slafements of cash flows iy 1 bo read im conjunclion with i notes 1o and formeng part of the financial shifwmenty

PNG PORTS CORPORATION LIMITED
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i

GEMERAL INFORMATION

PNG Ports Carpacation Limited {"Company” of “PRGPCL’) Is 8 company domciled in Papua New Gunea. s a
Staly Owned Entily "S0E7) whose owrsrship is vesbed in tnst with the Kumul Consolidaled Heldings [HEHT) on
betiall of Me Government of PNG

The Company & pnmanly mvolved m the peovision of managament sendces. oparations and control of activibes
govarming the mavement of ships and cargos within its declared ports. 1t in the sole authoeily over o decianed ports
it coundry and manages 16 .of the 23 doclared ports in PNG. Thesa are Laa. Porl Moresty, Fimbe, Madang,
Alplsu, Rabaul, Kawong, Oro Bay, Kiets, Buka, Vanimo, Losengas, Wewak, Dary and Ailspe. The Company i
vestid with 8 delegated suthority by the Departiment of Transport (DoT) in provide harkour management and mariiime
complance responibillies o o lendfwalsr ntertaces {wharves and jties) decksed and non-declared posts and
harbows throughoul the coundry.

The registorod address of the Company is localed o Section 53, Lot 8, Staniey Esplanads, Pon Moresby, National
Capital District

The finarcial stafemants have been pufonsed fof issue by the Board of Direciors on 7.
BASES OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PREPARATION

The financial statoments of B Compary hive been prepared i acoordance with indenational Financial Reporing
Standards (IFRS) izsoed by f infemational 4ccounting Standards Boand (IASE) and fe requisemenits of the Pagua
Hew Guinea Companies Acl 1997

Thee financial stalamenis hive been prepaced prmanly on e hisloncsl cost basa, mcept for cerain prapeny, plant
and equigmant iwhich ane measuned at fair valve. AN amounts are munded o tha nesrest PGE, except as offwnise
indiciled

The financial statemants ae presecied n Papua Hew Gunea Wine PGK). which s the Company's lunclional e
presantabon comency.

SIGHIFICANT ACCOUNTIMG POLICEES
The acoounting policies sed oul below have boen Bppled consisiently fo o pefiods presenied o ese fnancial
slalements, and have boen appled consstently by S Company.

4. Changes in Accounling Policies and Disclosures
The accounting pobicies adapled are consisiand with those of the previous financial year, sxcept in the current
yer, fhe Comgany adopted all new and rovised RS, amendments 1o susing Inlamalional Accounfing
Standprds (5] and Imemational Financial Reporiing Interpretations Commithes (IFRIC) Intarpretation that are
efective lor annusl peniods beginning cn or afir 1 January 2018 The adoption of these skandis did nat have
any effect on the fneccipl pedomance o position of the Company

Effective for annusl
periods beginning
Description o or afisr
IFRS 14 Ropuiatory Deferal Accounts 1 January 2018
Amandments fo 145 16 and 45 41 Agricuture: Biarer Plants 1 Jansry 2016
Amendmants b (A5 16 and (A5 38 Claicaton of Acceplable bathods of
Deprociation and Amoditalon 1 Jamunry 2018
Amandments to IFRS 11 Joind Arangemends. Accounting for Acgursifions of ieenss! 1 Jamuary 2016
Amendments ko 185 27 Equlty Mathod in Separate Financial Stalemants 1 Januasy 218

Ammrdmants b A5 1 Discleswo intiatie 1 danuary 318
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Effecthve for annual

periods beginning
Description on or ahar
Amendments to IFRS 10, IFRS 12 and 145 28 investmend Enfifies: Appiang
tha Consnidatin Excapton 1 Jamsanry 2016
Annisal Improverents lo FRSS (20122014 Cycle) 1 January 2016
FRE 7 Financial Insfruments: Discloaunes 1 Jaewary 016
145 19 Employes Banefly 1 Janary 2016
1FRS 5 Man-curren! Astels Helt lor Sale sed Discontinued Opermtions 1 danugey ANE
145 3 Inforim Fnancal Raportng 1 Jaruary 2018

Futisre Changes in Accounting Policles

The Company wil adopt, whers appficabls, the following tandards, amendments t0 eaiting standards end
interpretations when ihese become sMectwe. Excepl s cifenese indicated, the Company doas nol expect the
adoplion of hese new standards and interpretabons (o have a significant impoct on il financial salemants

Effective for annual
pericds beginning
Deseription on of after
Amendmants to IFRS 10 and 1AS 28 Sake or Contributon of Assels betwoan an
Irnesstor and its Atsociate or Joinl Verdure 1 Jarmary 2017
1A% 7 Disclosun indiadive — Amendments fo M5 7 1 January 2017
A5 12 Rocognibon of Defared Tas Azsets fof Unmalbsed Lossos - Amendrnnts
Iy IAS 12 1 Sanuary 2017
FRS 15 Revenue fram Contracts with Cusiomens 1 January 2HE
IFRE B Fimancia! kstruments 1 danuary 2018
IFRS 2 Classification and Moasurement of Share-based Paymont Transachons -
Amencments fo IFRS 2 1 Janwsary 2018
IFRS 18 Leases 1 January 2016

The Comparny continues io ssess the impact of the fosegemg new and amended accounting standams. and
inierpretatons sfectve subsequent ko 2015 on Ihe Company's fnancial statements in the pesiod of insal
Bpplication. Additicrl desclosires requined by these amendmints wil be incuded in the Company's Insncial
atatpments when lhese arendments ane adopled

. Forelgn currency transsctions

Transacions in pesign curences ane me-measuned 1 the hinctional cumency of the Company # eachange rtes
# the dates of the iensactions, Monetary assels and abilies dencminated in foreign curencies o the reporing
date are re-measied o the (unctional curmency al he eschange rale of that date. Tha foreign cumency gan o
loss on monetsry fems that ere recogesed in profil of loss is (he difiirence betweon amorised cost in the
funchonal currency a the begrsing of the paried, adusted lor efectve inlernest and payments Suring the period,
and the amorised cosd in foreign cufrency re-measured o the oxchange tabe ol the end of the reporing panod
Nor-monetary Bssets and Rabiles denominaled in foneign curmences thal ane measured ot fair valug am e~
messured io the funclional cumency Bl I ecchange rale of he dals that the far valos was determined. Non-
manetary Borms that are measund in terms of hisioeical ot in @ kareign cuttency ae re-measwred using the
exchange raby at the date of the ansachon, Foseign curmency gasns and losses an recorded on a net basis

PNG PORTS CORPORATION LIMITED
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d  Financial Instruments

Financial assels
AN francial gssety s recognised istially on he irade dale &l which (e Company becomes a pary io the
conraciunl provesions of (he ingirument.

The Company derecognises a inancial sset when the contractual rights io the cash flows ko e atset axpee,
of It iransters the rights fo receive the contractual cash fiows on e Ensncial assed in B fransatiion in which
substnntially all (he risks and revards of ownesship of (e fnancial 2ssel am translermed, Any inlerest in
yrarsieined fnancial assats that is created of redained by the Company is recognised a8 & separale assel of
fihisty.

The Company has the foiowing financial Bssets: knans and recenvaties and cash and cash aguivalents,

& Loans and receivables
Long and receivables are Srancial assets with fued of determinabla payments that an not quoted in an
aclve markal Such asssls are recognised mbialy af fair valus plus any drectly attibutable Bansaction
cosls. Subseguent Io inittal recognition. loans and receivables are measured ol amortised cost using the
eflacive interest mathod, less any impairment loyses

b Cash and cash squivalents
Cash and cash equvelents comprise cash balances and call deposts with oagnal malurities of e
rrcriths of less. Bank ovesdrafts thal ane repayable on demand and kerm an inegral par of the Company's
cash management ane included & @ componesd of cash and cash squivalants for B purpose of B
simamant of cash Bows

Financial abilites

The Cospany inifially recogreses al Aabwlies oo the dale that By o odginsted. AN offer financal iabiites
a'e recognised inifially an the irade date &l which i Company becomes & party i he confractusl provisions
©f e irstrument.

The Company desncognises 2 firpncial abiity when s conbractus! abligations are discharged of cancelied or
expired

The Gampany has the folowing inancal labiles: trus! payables, koans and bormsngs and frade and other
paysbies. Such financial kablites ove recognised indialy st fair value plus any diesctly aliréutabls transaction
costs. Subsequent to nlal mcogniion these inancial lishilies ae measured al amarised cost usng the
efflective inbe st mathod.

Offsetting of financial inatraments

Finnncial assabs and Rabilies are offsel and the nel amourd presended in e statement ol fnancial position
whin, and coly when, the Comgany has a isgal tght to offest the amounts and inlonds eier b saltie on 2 nel
biassls el mabse the assed and seftie the kabley simultarsousiy.

Impairmeat of Financial Assels

The Company sssesses ol each Snancial reperting daln whather there 5 objectve @ndence that a fimancal
aswed of gpoup of francial pesels is impared. A fnancial assat o a group of financisl assets is deemed io be
imgaiired if, and el il there ks obyective miidence ol impairmend a5 & resull of one o mon evants Tl has
oocured aftes i inSial recopnaion of the sssel (an ncuemed Toss evenl”) and that koss event or avenis has an
impact on e estimabed futune cash fows of the financal assel of the growp of financial assets that can be
rebably nsimated. Otyactve evidence of impairment may inclade indicafions thal the contracted paries of &
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group of coniracied parfes s expadiencing significant fnancial diificulty. detsul or delinquency in inferest or
peincipal paymenis, i probabdity that they will enber bankupdcy o other financial meceganization, and whane
obssnabin data indicirdn that there s measurabie decraase in Bw estmatad future cash fiove, such as changes
In arrears or economic conditions that comalate wih difaults.

Assoly carind & anorkzed cost

If there is objectve evadence that an snpainment kass on financisl essets camied st amorired cost has bepn
Inzurred, B amourd of Ioss s messured as (e diference between Bhe ssel’s caerying amourd and the present
walie of estimated Riure cash fiows (secloding lulen cred losses that have nol been incuimed) discounded o
the finamcial asset’s ceiginal effectve inlerest rate {1 e Bhe efiective interest rats compuited al inlial recognition].
The carmying amount of e #ssol shall be reduced thraugh the use of an allosance account. The amount of
loss b recognized in proft or loss

The Company frst sssesses whather objsctn avidence of enpairmant axsts ndividunlly for finpncinl assels
thal are indddually significant, and indhidually or collsctivaly foe Snancial mssets Ihat are ol lndsadually
signficanl. Il @ s debsreinsd thial no objective avidence of impaiment xists for on individaaly assbised
francial assed, whetier sgnificand o not. the assel is included in the group of financial sssets with similar cred
fisk and charachristics and that group of financial essels i colectively sssessed for impainment. Assets St
e indwidually assessed for impairment and for which an impainmaond foss bs of confinuss ko b recognired ana
ot inchaded in 3 collecive assessment ol imparmant

It, in & subsequent period, e amount of B impairment koss decreases and the decrease can be relaled
pigectvely In an everd occurring afler the impairnent was recogrized, any prevously recognized impsirment
loss is reversed. Any subssqquent revirsal of an impairment kods & recognized n prost o lozs, jo the Extenl
thaa The canrying vales of B assel does not exceed i amodized cost of the reversal date

De-recognition of Fnanciel Assels and Financial Liabiiities

Financia' assets

A Srancial assel (o whem applicable. a part of a financial assed oe part ol & groeg of simiar financial assets)
i despcognized when:

+ [ nights o seceive cash fows from fe asset have expined,

*  Ihe Company redmins the rights i recaive cash fiows from e assel. bof has assumed an obbgalion
o pay e in ull without matesal delay o a thind party under & "pes-through” amangement. o
e Company has transfermed ils night o recedve cash flows lrom Sw assel and eithar {a) hes
transfemed substantinly & the risks and rewards of the assel, o (] has naither iramdermed nor

redmined substantialty of the risks and rewards of thi assed, but has transfermed contiol of T assst

W= the Company has bansferred s ighis fo recerve cash fows from an assed and has neither fransfered
nor retained substanaly ol B fisks and rewards of the iset nor franafered confeol of the ssel. he asset s
tocogrized to B extent of ihe Company's canbioung imvebmment in the sisel. ConBnuing ivalvement that
takas the form of  guataniee over the ransiened asset is measized of fe lower of e coginal canyng amount
of P assed and (he maximum amount af condideration that the Company could be requined 1o repay

Financial Kabdfres

A& fnancial lishsity i derecognized when the obSgation is discharged, cancelied or has expined. Where an
westing francial abdéy = replaced by arother fom the same lender on mbsiandally differsnl terms, of the
flerms of &n existing labdty ace substantially modified, such an exchibnge or modhcaton is ealed a5 a de-
recogniion of the criging! llabiity and the recogriticn of & new liabilty, and the dffesance in the respocive
camyng amounts |8 necognied in profi or loss

PNG PORTS CORPORATION LIMITED
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#.  Fair value messurement
Fair vk is B price that would be mosfved 1o sall an assel of paid to trenafer o kabity m an orderly iransaction
between marked partiopands af the measuwrament date, The far value measwrement s based on the presumption
[l e ransachion & sel the assel o trangtor the Rabilty takes place either

& In it principal market for B assel or kabilidy, or
o lnthe ahsence of & principal market. in i most advartngoous marke! lor the assal o ety

The principal ar the most advantageous marked must be accessitie Jo the Company:

Thee fair vatoe of an aseed oo & fabiity s meatured 1ming the assumplices that marke! participants would e
when pricing B asset or kebily, assuming thaf maekel parcipants act in hair econcic best inlenest.

A o vaiop measuremenl of & non-firancisl peset takes inle account a markel partiopant's abdity 1o genarate
econamic benefils by wsing the mset in its highest and best e or by seling @ o another market parficipand that
would usae the assed in s highest and bes! uso

The Cosngany uses valuation echnigues that ane appropriafe » e croumsiances and for which sufficiont data
are avalable lo measure iax valoe, maximizing the use of mievan] observable inpuls and minimizing e use of
umabsorvable inputs.

Al mssnts and Eabdibies o whech fair valu 18 mossured of decicssd i the financial siatements s calegorized
weithin e (ni value hisrarchy, described as Tollows, basad on Mie lowes! leved of input that 1 significant o the
fair value messurement as a whole:

o Leval 1. Quoled (unadiusted] markel pices in sctive markets for idenbcal assets or labiltes
o Level 2 - Vahution inchniques: Tor which the lowest leved of input that is signiicant fo the fnir value

measuremeil is dieectly of indinectfy abservatble
o Level 3 Visustion technigues for which th lowest level ol npul thal is significant i e iar value
meanremen 5 unobsenable

For assets ang liatslites hat are mecognized in e financial stalements on a recurring basis, i Company
determines whather translers have occuried belwepn levels in Ihe hisrachy by re-assossing calegonzation
[based on the lowest level inpul tfud = significant o ihe fair value messstement a3 a whode) & B end of each
feporting pesiod

For the purpose of {ait value dscoseres, the Company has detarmined classes of assats and kabities on the
basis of the nalure, characietisics and risks of the assets or Eablity and he level of ihe lair valus hiradhy

f. Share capital
The share cacdtal is classified a3 oquity Incramental costs directly aftibutable 1o B izzue of crdinary shares
and shane cplicns ale recognised & a deduciion roen adguity, net of any fax sfects. Share capital s measured
ot tha value of the shares ssued

g Borrowing cosl
Berowing costs dmclly atiibutable fo the acquesiton, consiruchion o pinduction of an assal thal necessariy
{akes & substanbal penod of e 1o gel neady for fis infended use oo sale ae capdalsed as part of ihe cosl o
the Esset. Al other barowing costs am expensed in the penod in which they ocewr. Bormowing costs consist of
inferest nnd pher costs Bl an ety incurs. in connecion with this birowing of fungs,

Capitalaion of boowing costs commences whe the actvites lo propam the 2ssels am n progress and

xpandaves and bommawing costs ine baing incumed. Capitaisation of bomawing cost camses when subsiantally
Ihmwhmmaﬂhhm s o sake ﬂm
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b, Assel heid for sale

The Comgany classifies non-coment assals as held for nale Il heir carying amounts will be recoverad principally
{heough a sale or distribution rather than Mecugh conbnuing use. Such non-curant zssets classified as held for
sale ere measued & the lower of thelr camying amount and fak value lss costs to sell Proparty, plant and
equipment and intangible assts aro not depresiadnd or amorised ance classfied as heid dor sale. Asced held
fos nale 5o peosenbod separabely a5 cumenl llems in the statement of fnancial posfion

Praparty, plant and equipment

Recognition and measunsmernd

Ihgrms af preperty, pland and equipmant ate measwed o coslrevalund amount less accumuliled deprecaton
o accurruliied impaimant lnstes

st inchudes expenditure that i ditectly attributatde o the acquisiion of the sssel. The cost of seifconstrucied
magits includes the cost of materiss ang diracd labour, any other costs denclly atrbutable to binging the assets
to & working condiion for their inlended use, the costy ol dismaniing and removing the items and resiatng the
site on which Bey e located, snd capRaksed bairowing costs. Purchased soltwane thal is inlegral b the
lunclionaiity of the relsed sqguipment is captaliped & por of that equipment

Cortain gasets have been revahied  Vashuslions are perlormed frequently 1o enture ihal the lar value of a
evailed sset does nol diffor maleriatly from s camying value. Any revalustion surphs & credilad i equly
euzepl jo i extend that i reverses & revaluabion decrease of Te same assel previously necogrised in B
statemant of comprehenave income, in which case the increese is necognized in siatemen! of comprehensie
hcome.

A revaluabon deficit A recognised i atatemant ol comprehansive income excegd 1o fhe extent fa & offsels an
uiisbing surplus on the same esset recogniied n equity

‘Whan paris of an #em of property, plant and equipment have different usehul fves, oy am sccourded fof as
separabs lema (major componesnts| of peaperty, plant and equipment.

Gains and losses on dsposal of an fem of proparty, plant and equipment am determined by companng [ha
proceeds from desposal with the camying amound of propety, plant and equipmen, and ar rocognised wittn
offsr incoma in the stalemend of comprehenshe moome.

&n amnual ransfor from the assel revaliation resenve 10 refsined samings s mada for fe diffacgnce beteaen
depreciation based on the revaksed carmying amounl of the assets and dupreciston based on ihe sssel's odginal
oos. Upon disposal, any revalugton msene redsteg io ihe paricular assel being sold is rerslemed bo etarsd
BamngE

Subrequand costy

Thee cooed of replacing & part of Bn dem of propory. plant &nd equipment i recognised in B cammying emount of
the em il & is probable tha the futue econormic benefits embodied within fhe part wil fiow 10 the Company, and
its coul can be measared telably. The camying amount of the replaced pent is derecognised. Th costs of e
day-fo-day senvicing of propey, plant and equipmen are recognised in profil of ks as incured.

Degpeuciation

Depreciation i caltuiated over the depreciable amounl, which I8 the cosl of an ausel, or ofe amount
substiuted for cost, less its medusl valos. Daprecistion i recognaed in profit or loss on a siraight-ne basis
gt B eslimated] usehal fves of esch part of an fem of property, plard and squipmen, since this mast closely
refiecty the expecied pafism of consumption of the Rilure Bconomic benefes embodied in the assel. Leased
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assets fre depreciated over the shorer of B lease leem and thelr usaful lives unless & 1 repsonably certain
il the Company will nblan cwnenship by the end of the lease term. Land ts net dopreciatad
The-astimaled wsefl bves kot S current pnd price penods are as ollows:

Whar ipcilibos 30-50 years
Bukdngs 1523 yoars
Machingry and equipmen § years
Molor vetecies Iyoan
salion methods, useld bves and residual values seo reviewsd at gach Bnarcial year-erd and achusted i
Apgeuprate.
i tmpairment of nonfinancisl sxsets

Tre Company assesses, al eoch mporiing dole, whegher Share is an indicalion had an assel may be mpeined.
1f aoy indication xists, or when annual impairmend lesting lor an assed is requined, the Company esfimates Me
assel’s rcoverable amount. An sesef's recoveratie amaunt (s the highes of an assets of cash-gentraling unit's
[CGU) kv value less costs of disposal and s value in 58 The recoversble amount s determined for an
Indhvdual assel, unless the essed does nol penerats cash infiows Ml are fangely independant of thase fom
ofher 853408 Of groups of #sets. Wheen the camyng amound of an asset or CGU excoeds s recovernble amount,
the assel i considered impained and o wrifien down (o i ecovanable amoyrd

In assessng value in use, the estmaled luluce cash flows ae dacoured fo fhey presen value wing a pre-ta
discourd raba that sefects curend madket assessmants of the Sme value of money and B risks specific o fhe
mssel. in detarmining far value bess costs of disposal, recerd markat irensactons ane taken inlo account. if no
such iansactions can be ideniified, an appeopeiale valuation model is used. These calculshons am comoboraied
oy valuston muliplas of oihér avalable e value indicalors

Impuserant lnsses of confinuing operations, mcluding impasrnant on mveniones, e recognized in the stalemen
of comprehensive income im expense calegories consisiant wih the lunction of fhe Impeered assel. ecept loe
propeing previously revaiad with the revalusion taken b olher comprehensive income. For sach propariies,
thee impairment is recogrased in oihed comprehensive income up ko the amount of any prewous revaluation

An assessment [ made af sach reporing date 1o delerming whothes these & an indication that previously
fecognised impaimnent kesses no longer exist or have decrepsed. 1 such indicaicn ewsts, the Company
estimates (e assel’s or COUS recovernble amonl. A proviously recogrised srparment koss is reversed only
H there fas been 8 change in e assumplions used ia debérming the assal’s recovitable armount since the Last
impaimmand loas was recognised. The reversal i imited so that the canrying amount of the assef does nat eveesd
s tecovarable smount. ror exceed the camyng amoun! Bt would have been determined, rel of depreciation.
Fusd s fmpsivmend feesa been recognised for T assed in prcr years. Such reversal ls recognised in the slatemnent
of proff of losa unless the assel is camied Bl & fevakied amound, in which case, fhe reversal is Yealed as a
nevaluston increase

k. Emplayes beoefits
A Rotslity s mas for benedis accruing o employees bn tespect of annual lesve and ong serace ledvo when i
s probable that seSlement will B reguired and By ane capble of being mossured reltably.

Defined conbrbution plns
Contribufions io defined confritution superanmuation plans are expanued whsn ntuned
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Oxter dong-tarm amployes benalifs

Liskifes recognised in respact of employee benedis whh s not expecied 1o be sefed within 12 months ane
mesured as tha presend value of th esimated fulure cash sutfiows b be made by the company in respec of
senices provided by employess up to mponing dale

Short-dern employment benafily
Lishikties recogrised in respect ol employne benelits expecied o be sattied wifen 12 months. am measuned at
fhilr pominal valees iming the remunenaton rale sxpected in apply at fe time of satisment

Provisions

A provision i recogaisad . as a resuill of & past event, e Company has 8 presan! legal or consinactive
obligation that can be esfimated relisbly, and & & probable thal #n outfiow of economaz henedts will be requinsd
1o setile the cibgation

. Revenus Recogrition

Reverus is recognised 1o the sxend hal i i probable frat the econcerc bunafits wil fiow i the Company and
e rovenue can be relably measuned, regandiess of when the payment s being made. Revenue s méaseed
at the fair vakas of the consideration eoahve of recoivable, taking info accound contrackually definid larms of
payrent and excluding Lanes of duty. The Company ki concluded that It is the principal in sl of its evere
amangements since & is the primany obiger in @l the revesue amangements. has pricng laSlude and i also
exposed o credi risks

The specific recogniion criena described below must also be met bafooe evenue is recogrised

Operatonal revenue

Revanua related 1o the peovaion of managemenl serices. oparations and conbrol of all activilies goveming the
movomant of ships and cango handing e beoughl ko acoount when the service has been rendesed by of on
behatl of the Company

Dihar incoms

Ot mncoeme Includes intevest on shart 1erm deposits and imvestments and gains from ke sals of non-cumant
sty

Finance income

Finance income comprises interes! incodme on Lnds invesied. Inberes! mooma is recognised &6 @ acorues n
profi o loss, using the effocive inlerest method

Governmant grants

Grants provided by the naticnal povemimend aee recognised as dedered revenoe (defered income) 1 is than
recognined in profit or kes on @ systemsbe basis {somised over B usehul e of the complsted and
coenimissioned peoject) in accordance with IAS 20, Accounting fr Govemmend Grants and Disclosore of
Gevammenl Assmlance

Incoma tax

Incam tax axpense comphises curnent and defemed tax. Currend (ax and deleried tax ane moognised in profil
of ks peoopl (o the eateni thal il relales o & buseess combination, o @ems recognised directly in equily o in
oither camprehinsse income

Cument tax is the nxpected tan payable cf receivable on the ixsbie ntome of loss for he yaar, using tax raes
enacied o substantively snacled st the reporting date. and any sduatment fo tax payabie in respect of prevous
YOArE
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Dwlerrad tax i recognised in respest of imporary difivences batween the camying amounts of assels and
RabilSes for finsncial reporting purposes and the amounts used for taxation purposes, Defemed tax = messursd
! the lax rales that are axpectad to be applied 1o lemporary diffarences whee they reverse, based on B laws
itst hiave boan enacted or subwtantively enacted by tha reporing tate. Delened tax assots and liablites sre
ftsel if Bhare is 8 legaly enforoeable nght to olissl curtond tax lablities and assets, and Bhoy refats 1o income
tices hvied bry e same tax authoity on the sarme taxable enfity, or on different tax enfities, bt they intend 1o
setile currond fax Esbilifes nd sssels on B nel boss or their tax pssels and kobiSes wil be malised

simullaromgsly.

A delerred tax assel is rcognised for Lnused L losses, taa credits and deducsible emporary diffarences. i
Ihe exent that & s probable thal kure (axable peofits Wil be avlable against which (hey can be uiised.
Mﬂhmnmﬂ!mwmm“mtlaﬁhﬂﬂﬂtmm
prohabie (Fal the mleled tax bonafit wil be malised

P lvestment in subsidisries
Invesiments in subsidiaties are recorded o cosl which is the fair value of considerstion ranslensd less

impairment lcds.

1. Determination of fakr values
A rumbes of the Company's aceounting pofices and disclosunes roquine the delermination of i value, for both
finarcal and non-financial assets and kabiltes. Fair values have boen determines for measurmant andlos
discioause purposes based on the fofiwing methods. Whon applcable, farher inlormation sbeu!
BSSUMpLons Mads in determining fair values is disclosed in the nales specific to that asset of liabiity

Trade and cher recanabins

The fa value of rade aod cther receivables, axckading construction wark in progress, bud inchuding senvice
concession recntvaties., is estimated as the pressnt value of lulure cash flows, dscounted ol he maset rao of
inteees! # he reporting date. This fai value i determined lor disclosure purposes.

Nan-derivalive finpncial knbilties
Fair vatlue, which is dedenmined for disclosure punposes, is caiculated based on the present value of flum
principal and infarest cash fows, discoorod af tho market rale of inferes! of tha reporting date.

4, Financial risk management

T Campany has exposune 1 the iollwing fisks from & wse of financial imstrumants.

(Cresdit risk

Uiy ik

Markai rish

Opeational risk

Thie note presents information about the Company's exposufe 10 sach of the above risks, the Company's

cipoctives. poicies and proceases for meaiuring and managing risk, and the Campany's management of captsl
Further quantiaive deciosures ane nciuded throughout these financial statements.

o ooQa

Risk managemen! framework
The Boord of Dieclors has oweral respansitldly for e establsbmant and oversight of the Company's itk
manageme franowod

The Company’s risk managemant polices: ae establshed 1o dentify and analyso the ngks faced by the
mm.huwmmﬁm.mbwmmmnmim
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managemeni poiices and sysiems ane teviewed regulary bo reflect changes in madked condions and the
Camparny's activiies. The Company, through its iraiting and management standards and procedires, sms 10
develop & dacipiend and comtruchive coniral environment in which af employees understand thew roles and
obligations.

The Board of Dwectors oversess how managsment moniions complance with the Company's sk mansgamant
policies and peocecures, and reviews e adequacy of e rish managemant frameweek in relation fo ihe risks
taced by the Company, infemal Audil undestakas both reguiar and ad oo mviews of fsk management condrols
and procedures. the results of which am epored % the Board

Credit risk

Corwdit risk i fhoe risk af finarcial kst to he Comgany if B customes of counbitparty to & fnancial nstnemen| (ails
1o maut s contraciunl cbigations, aed anses prircipally from fhe Company's recaivabdes from cusiomens. and
rvesiment securbies.

A Trage and other moervabdes
The Company's exposure 10 caedd risk is influenced mainly by the ndhidusl characlanstics: of each
cusiomer, Howeved, managemen| slso considers he demagraphics of the Company's cusiomer base,
including the defeut risk of the induslry and country in which customers cpsrate, as [fege faclors maly have
A indumnce On chedil sk, particulacy in the cumently delerionting stonomic croumstances. However,
peographically there s no concentration of credil isk,

The Management has established & credd policy urder which sach new customad is analysed individually
ket conditworiness belone tha Company's slandard payment and delvery lams and condiiors ane ofered
Customars that tal fo mes! the Company’s benchmark cditworthiness may transact with ®e Campany
only on & propayment basi

More than 85 percent of the Company's cuslomers have been traneacting with the Company fos cver fr
years, and losses have oocued infrequenty, In monilonng cusiome oodit risk, cussomars are growpod
pcoording 1o thedr cradil charsciernfics. incuding wheiher they are on indhadual or legal enbily, whethe:
thay are a wholesaie, retai or end-uses customer, gaogeaghic location, industry, aging profl, maturity and
existonce of previous franceal difficues. Trade and tfher mceivabies relste masnly ko the Company's
cradit cusiomers.

The Comgany establishes an afowance ke inpamment thil represends iis estimate of incurmed losses in
respecd of irade and ofhar recoivebles and ivestments. The main components of this alowande am &
spachic knss component ihat relates Yo indnedually significant exposanes.

b Envesiments
Tha Compsany lmits its exposure fo credd risk by investing only i liquid securifes. Managemend aciivedy
manitces credit rtings and given Sl the Company oaly has imeatid i socurities with high crodit ratings,
managemant does. mol expect any coaniemparty o fl o meet its cbligatons.

Liguidity risk

Lty risk fs the risk that the Company wil encouner dificuly in mesling the obigaions associaled with its
Enarcial Babiifies that are seffed by delvering cash of pnofher financial assel. The Coepany's approsch fo
maanaging bouadity i to eneute. 85 lac as possible tha it will atways hive sufficient leusdey o mesd s kabiftes
whan due; under bath normal and siressad conditions, without incurming unacoeptable losses o fisking demage

o the Company’s reputation.
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Typcally B Company enmunes thad if has sufficiest cash on demand 1o mee! axpecied operatonsl expenses
for @ period of 60 days, including B servcing of financa! cbligations, this excludes the poieniial mpact of
erirame circemstances (hal canncd reasonably be prodicted, such as naturel disasiors

Marke! risk

Iitarked risk is the risk thad changes in mavkel price, such af forsign exchange rales and inberest rates wil aflect
i Company's income of the value of s holdngs of financial instruments. The objective of markel sk
managimeni iz 1o mansge and conbol marked risk expesires wilhin accepiable patamidars, whils oplimesing
Ihe nirhsm

Operational risk

Operational risk fs tha risk of direct or indirect loes ansing from @ wide vanety of causes associaled with the
Compary's processes, persanned, bechnology end infrastiuciune, and bom extermal factors ofher fan credi,
mireed and bgudity nsks such g those ansng from legal and regulatony requinements and generally socepled
standards of comporate behavicar. Operational isks anes from all of the Compan)’s operations.

The Company's chjective is fo manage opersbional rmk 50 as ko balance the pvoadance of fnancial losses and
damage (o the Company's reputation with cversll cost efectiveness and 1o Bvold control procedures (it restrict
il Bnd CrEEIVEY

Capital Management

The Board's policy is bo maintain A strong caplal hase 50 as in mantan invesior, cedilor &rd matket confidence
ared |0 sustain hfure dovelopment of the busingsa. The Beard of Direciors monitors fhe capial using a gearing
ratia. The Comgany policy is 10 keap e gearing fafic bedow B0%.

The Compary's debi 1o capdal ralio o the end of the reporting petiod was as fohows:

e 215

K K

Tolal kabilbes 548,927 531 382,580,710
Leas: eash and cash equivaients 146,781,636 75,215,551
et deshi 400,145,693 37 AT 150
Totsl equty 1,374,704,740 1,233 687045
Dbt i capital ratio at 31 Decemnber % 2%

Thesa wene no changss in e Company’s appeoach fo captal management during the year. The Company is
nol subject o axdemally impesed capital nequirements.

5. Managemeni's Use of Significant Accounting Judgments, Estimales and Assumpiions

The preparabion of the Company's financial stalemants in accordance with IFRS mquires managsment 1o maks
judgments, estmates and assumplions fhat sflect the emounls reparied in the financial statements and nodes io the
fnancial slalements. |n preparing the Company's financial satements, management has made 21 bes! esfimates

and futigrmants relating 1o eaftin amounts, giving due eoedidaraion lo materialiy.

I the egenion of management, (s Snancal statemants reflec ol adustments necessasy to present faidy Ihe resulls
fee the periods peasenied. Actual results could differ from hese estimales, and the eflact of sy changes in extimates

will b2 refectad in it Company's inancinl statemants when they becoms reasonably delanminabla
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dudgment
I the process of spplying e Company's accouniing policies. managemant has made the foliowng judgment, apart
from #iose invohing estimations, which have the most sigrdicant eflact on amopnts recognized in the financial
statamants.

Dedurmination of the Company's luscliohal camency
Based on the economic subsiance of the vaderying cirtumdtances relevant to tha Company, the functional cumency
has been deterrmined Io be PGH. 11 iz the cutrency that mainly influsnces the Company's aperations

Cperaling kase commtments - Company as lsses
Managemenl assesses al the inceplian of ihe lease aheter P amangement & finance ot operating lease based on
who bears substardially all ihe risks and rewards incigental (o cwnership of the leased tam. The Company has
entoned info proparty leases whare & has delermined Tl the risks and revards telsind i the propery an rofained
by the lossors. As such. the agredments are sccoonted for as oparafing leses

Extimades frd assurpdons

The key sasumplions concerming the fufuse and ofher key saures of estimation uncedainty al the reporing date, tat
have a wonificant nsk of causing & materal adusiment o e carrying amaants of assals and babilfies witn the
i financial year, ane described balow. The Comparny Based s assumplions and estimales on parseedens available
whin the financial stalemants wese prepared. Existing circumnstances and sssumplions about future developments,
however, may changa due b3 markef changes of croumsiances arising thal st beyoed the contrl of the Comparny
Euch changes & refleciad in the assurmplions when they occur

8 Revakston of propery, plant and equipment

The Company massuee [and and buldings and ofher facuities &l revalued amounts with changes in the lair
vislue being mcopnised in olher comprehensive income. An analysis and sssessmant of B company’s land
and bulldings was perlormed intemally to defarmineg (he fair vahie of he land and bulidngs a2 o 31 Decermber
2015 Fak value of the proparis wes delevmined using the income appioach specifically the discounted cash
flow methed, The discounled cash fiow method considers the pesend value of the cash fiows expecied fo be
grnesaiad by the Company, The cash flows projections inciude specific astimales for § yoars. The expectad
cash fows ane dacounted sng @ risk adjusted discount e (Nede 10} Thae is na revaluation perfommed in
2016,

b Estmafion of usahd bves of propedy. plant and sguipment
This has been based on e esimated useful Bves a5 dotermined by management. in addibon, e condfion of
the aasets i assessed o Maast ancs poc yaar and considered agans| e remaiming usel Me. The reviaion i
made whish considersd necessary

€ impasmont of non-cument assols
The Company assessas impaiment & each reporting dale by svaluating conditons specific o e Company
hal may ead jo impaimmend. Whens an impaimen| Ingger exists, e recoverable value i determined using
viakyan-use (VL) calculations. Wo essets ane considered impaned 2 yaar end,

o Alowance for douteby accounis
Thie Company maintans provisions lorimpaired acoounts af a level considerad adequale io provde for poteniial
uncoflectivle recefvabies.  The leved of this provision s evilealed by management based on collection
anpenence and ofher faciors Bl affect Bhe collectabdity of the accounts. These laclons inchde, Bl @ nol
fimited fa, e langth of the Company's nelatonship with Bhe cusiomens, B customer's paryment bathaiour and
otfsar krgwn mackel faciors.
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@ Recogalion of defered mcomw fax assels

The Campany reviews the carnying amound of delerred income tax assels 8l each reporiing dale ard reduces
deferred income tax masels lo M extent (hat @ i no longer probable that sufficient futus taxsbls prfits wil be
avmilable ko aflow all o part of the daberred mcome tax assets i be ulikoed

t Amodtizabon of defemed Fcome

Granis providad by the national povamment ane recognised a4 deformed revenus (doterred mecene). & m then
recognised in the income Stabement on @ systematic basis {amortised over the uselul Be of the compiated and
commissaaned propect] in accondance with 1A5 20, Accounting kv Govemmen! Granls and Disclosue of
Gewevrvman Assisfanse

6. Other revenue - net

2018 25
K i B
Gan (loss) on diapasal of fued agsets (Nole 10) (23,200} 98417,363
Rienlsad loreign exchangs ks - ned (206,508) (17,083}
Oihor ncome 16,894,937 8,360,280
16,661,328 306,760,558
7. Other operating expenses
Operating profit for fhe year is staled after chasging the following Bems:
e 205
K K
Prolessional and consulancy fees 13,227,308 14,450 338
Insurance 7725885 751
Randal 2471530 2493533
Bad and doubitfil debes (Mate 1) 624,018 5,096,222
Danations and sponsorship 177088 1,332 582
Adverising and premotion 4T 484 BE0,201
ICCC foes BEY 220 537 000
Publication and subseriplions 230,884 T TE
Bark chavges Fara ] 157,767
AudFtors remuneration 435,937 622548
Dthar expenses 1,814,586 15,083
8654 463 34,736,807
B Personnel sxpanses
2ME W5
K K
Wiges and saaes 49,147,184 57108737
Defirad coniripubion plans Fd P 2552208
Othar stall cosls 5,804 541 ThaEme
58,374,748 66,507 284
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8. Income tax

. Income tax expense (benedit)

Profit o the year

Taux rade

o tax on Fe peolil

Under {owar] provision in por yeans
Ta afect of permarent diffesnces

brcoma tae eapenss (benefi) compnses:
Cusrerd income tax

Deterred incoma tax
Owerpreisadn in pricd years

b, lncoms tax payable

Bafance & buginning of fhe year
Currenl Income kax
Crverproviamn in poos years.
Tax paid
Balance at end of the yes

. Delerred tax pasels

Balance & beginning of ihe year
Charge ko income Ina sxpense
Reversal of iming dflsrence
Balance of tha end of the year

d.  Deberred tax lisbEity

Balance &t beginning of the year
Chavge to come M xpanss
Redating fo revaluation msene
Owee (urder) provision in priat yia
Balance al the end of the yoar

PNG PORTS CORPORATION LIMITED

e i H]
K K
61,854,028 364,200,036
0% %
18,565,205 109, 287 011
1,959 850 (12.683,254)
NS [TE.688.940)
20,666,333 17,704 B17
2016 205
K K
16,421,268 TN
2515 2,250,660
1,980,850 (13,883, 254)
20,885 313 17,704 817
2016 015
 — K
{17.581,840) (27,2082 208}
{16,421,268) (28,347 411
11,163,327) 12746 A0S
8,078 528 25,204,364

mm il?ﬂilﬂli

2018 18
K K
24953786 26,025 840
{2,788,287) i1.672.044)
22164508 24,553,706
2016 2018
K K
[57.242,746) EA5TT 5
Ha0M {578,615
- 1,765 550
B " L.
{67,136,187) [67.243.748)
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@ Net deferred ta liakility

Emgiloyes benells

Prenisions
Capitaized cost - whad amorized
Deferred tax assets

Prepasd insurance

Acorued intorest
Prepey, plant and equipmant
Deferred tax Rabifity

Mot deferned tax llability

10, Propery, plant and equipment

018 s

K [
6435379 5812373
218,230 431423

15510000 18210000
22,184,508 24953796

(2h,707) (562160}
25.282) (#1.548)
[B6.871,228) (66.670,008)
167,138, 157) {7, 243,748
[44.971,885) {42.280,950)

8 Ananalysis 20 sssesamen) of the Company's land snd buildings was periamed mnlemally ko delermine the tmr
value of fha land and buildings as at 31 December 2016, Farr valun of the properies was defermined using the
mcome approach specificaly the discoonted cash flow method . The income appeoach comverts fulare amounts
{e.g cash Sows of inoome and expenses] to 8 singhy currend dscounted amowd. When the income approach is
used. the fasr value messurement refiacts curment markel sxpectatons aboul Mose filure amounls.
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1, lnvestment in subsidiaries

Ownership 2018 2015

Inerest K K

Diyiup Estate Holfings Limitad 100% = 1
Meeth Const Agn Senvices Limied 10k - 1
Tetsl cost = ?
Provision lor impairment = i)

The company (Dyhup Estale Hokdings Limited) ware mncorporated o purchase the land and infrastruciure of Dylup
Cocoa and Copda plantafion. In May 2016, Dylup which owns Allotmenl 2. Parsion 6, Portian 488, Porion 458, Pordion
376, Pomion 47 and Poron 1 Wilinch Matas, Fousmil Karker, Madang was soid to Kumyl Consclidated Holdings for

& otal considerabion of K12 mllian (see Note 27)

I eciition, Horth Coast Agri Senvice Limited (Nodh Coaat) was 2 senice company crealed 1o take camage of e
cocoa and coconul cparation of Dylup. This on Dylup's Sssposal, Nedh Cosst has na olter purposs (o ssive but had

o wind g,
12. Tratde and ofher recebvabies

2018 015
K K
Trade deblors 28, 2Th 43 24 474 465
Privvision lor doubthul dedis (280,767) [2.554,743)
Trade debitors AHTET FIEIEE]
Arounts owed by related antities (Noss 18) - 25,833 765
Provizon for doobithl debils (Nole 152 and 18] - 1!3.!!3.?@‘5.]_
Amaunts owed by related entities - 12 000,000
Storage fee rmceivables 3,485,325 & 075651
G387 receivabies 1,800,382 -
PHEG Harbour Mansgement Sorvices 1,337.550 BETTST
Prepayments 789,018 1903054
Riendal bonds J66 54 351,11
Siall detacrs 08,201 189,006
Irderes and withiholding tax B43DE 347
Cithar deblors - 958 857
Other doblors and propaymants 0,962,450 5,382 pe0
Trade and other receivahies 0 960,122 42,301,782
Trade recerables are non-intesest Beaning and e genetally on et of 30 days
Movimien in provison for doubtfid sccounts iolow:
8 215
K L
Begineng balance 16,488,508 8,770,256
Prendsions (ieverssi) dunng the year (Noles 15 and 20) (16,207,741} 6718242
280,767 16 4R8.508
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Prasanted in the stalement ol financial position:

016 s
K K
Cureent 708012 e
Maon-Curmeri - 12,000,000
37 560,122 200 782

Share capital
Fil s
Issied ordinary share capitsl K K
Hs ut | January 7,630,000 7.830,000
Ispuad during s year = —
Ax at 31 December 7,830,000 730,000

Tha capital of B PNG Forls Coiporsbon Limited & detmed i be B iniial capital g2 staled under thi Harbors Acl,
Chaplar 240 Section 11. This is supporied by Legilation, Seclion 27 and 28 of B Harbors A=l requiring the Minisior
1o grant spocial purpose leases ovar the following ports- - Porl Moresby, Rabaul, Las, Madang, Kevieng, Samansl,

Wirwak, Fiets and Kimba

. Reserves
W16 2018
K K
Assy] revaLEion fetenv 439 BE4 B30 £43.828 BgE
Sipekholdor fund reserve 21,562,968 21,562 966
451,247,808 [
2016 o015
Asgat revaluation reserve N . S K
Balance al 1 January 443 k36 bG8 B4 632447
5 A = 61,791 248
Teansfar o retained pamings —(hAsh03S)  @ISMEN)
Balance at 31 Decamber 438,664 839 4430878 BES
e 2015
Stockhelder reserve K K
Balance al 1 Jaruary 1580066 7509565
Addisons = 4073000
Balarce af 31 Dacernber 1,582,545 1 562.965
Asset rovabuation reserve

The assat rvakiation resenve nalales 1o the revalusson of property, plent and equipment. |n 2015, revalusbon suphs
amounting lo KE1. T8 miion, ned of tax, was mcognised in telafion o Bie revaluaton of and and buildings. An annual
transdar fom e assed mevaluation resenve (o retsined samings is made for ®w difierence botween depreciation
basod on the revalusd camying amcunt of the assels and depreciation based on the sssel’s orignal cost. Upon
daposal, any revelustion mserve relatng o the panicular Eisel being soid i franslemed ko relaned eamings
Trareter of asse! tevaluation lo retained samings amounied to K4.18 millon in 2016 (215 K222 58 miion)
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b. Stockholder fund reserve

1%

Stockholcer fund resesve s the State coninbutions as shersholder o kend the port nstaliabons projects. These funds
oo reflecisd s the shavehokder capdtal conbribution Io the Company. These funds were iniialy reflecled as tst
Hunds bald on behall ol the State for the port instalston projects. fn 2015, an addibonal contribution amaunting bo
K407 million wes recognioed in nelation to Mokukea Yransaction (nil i 2048)

Loars and borrowings
e s
K K
BSP Loan (Nobe 156) 88921 ,189 -
ANZ Finance Lesss [Mate 22) 2,174,661 23 s
Wesipac Loan (Nole 15a) - 126,454 043
Loans om shareholders (Note 16a) - 10,000,000
201,101,850 141,528,258
Custrent pestion 12,547,184 162120
Nescurtent portion 278,554 589 115,088,138
291,101,850 141 528258

4 In August 2013, e Company refinanced its exisiing loan taciity of K100,000.000 & had wih Bank of South

Pacific Limibsd with Westpac Bark (PNG) Limitod The loan i secured by a fued and Soafing charge over all of
the Company's astets. The foan (s on & 3 yeat fined intenes) of 5 96% with principal repaements of K2 5 millon
o @ bi-anmual basis. I 2014, the Company made adddional drmwdown amounting o K50 milion, The loan is
on @ 5 year fxed inlerest of §.25% with | repayments of KI8T millice on @ monifily hass.  This ioan was lully

paid on 15 April 2016,

. Bank of Seuth Packic has dewn down (e Company’s ksan in twa porions: one on the 15 of Apdl 2018 snd

the oiier on the 20% of May 2016, Yea 1o date funding claim fof he project is K138,627, 180,

Facdty A" of ¥ 150,000,000 was fully funded ta 15 of Aptl 2016. The facibty is for a torm of four and hall year
with repaymerss commancing 11 Decemissr 2047 and to eocur guartery fereof undl matunty on 30* Septembor
2020 at which point e mmaining balance s 1o be repaid in Rl simuitanecusly with the remaining balancs of
Faciity ‘8"

Facility "B" of K 150,000,000 was partinly funded for K40 914 775 on 20% o May 2018 Fundeg of the remaining
balance of Faclity *8° wil ocew on request fom PNG Pors for Custasin Brother's progress clasms relaing by
Malikea wharl exparaion works. The tacility is foe & leem of four and o half pears wilth repayments commencing
an 31 of December 2017 and to oocur quanery thanso! unsl maturity of 30 of Seplember 2020 ot which point
fhe remaining balance is b be repad in Al simultaneously with the remaiing balance of Faciity *A"

Intsrest expenss recogrized irom Mbss baimwings amousted i K 12,687 240 (2015K8 246 385) and recosded
under finance costs in Bw stalement of compeehinshve income:
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15

1.

£ The mavemen! in kans payable is as lolows

2016 015
L K
Beginning balance 129,454,041 142509524
Proceeds fom ksans 8927 188 =
Repaymeni of loars (129,454,042} {13.475,581)
2BB9IT 106 128 454 043
Trade and other payables
016 2015
M 3
Trade coadiloes 4,408,588 6,040,829
Fletirton 10.487,535 3065120
G&T payabie - 534,541
Othar crodiors and pecrued Bapensss 6,756,504 11,305,269
Balance al 31 December 1553447 20,846,168
Teams and condiions of tha abowe Bnancial Eatilifies follow:
«  Trade credilors ane non-nbesms| bearing and are nasmaly settiod oo 30 day terms
*  Ower credifors ane non-inteees] bearng and have an average fam of six months
«  Felention payable s normally seitied throughoul the financial year afte: he ro delects pencd
»  For berng and conditions with related parties. nedar to Mole 19
Trust paysbles and defered income
& Trust paysbles
06 25
K K
Caego Lavy B.462.51 7,607 596
National Projec! Fund 1,426,756 1,125,755
P 8733451
The trust payable is presentsd in the statement of fmancial posilion &% foflows:
s s
K K
Currerd BAEZSH 7,607 fo6
Nancuirrerd 1,125,758 1125755
9,568,178 8733451

b, Trust funds - Wharl projects

The Govetnmen! has jwowded the Company with specisl purpase funds fo tacilitale whar infrastructurs
development af vancus ports. The above special purpose funds (exciudng Camo Levy) regresend exising bnds
received and ane to b used ko spocic whar projects. The Compuny would assist snd faciltate with the projct
implemerdation and construction. & separale Trusl Account is masiained fo receive all fonds provided by the
Stale for e projects. Excess funds are curmently being invesled in intéses] baaring deposits with commerncial

Bnnks.
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Trust funds - Carge lovies

This fund s ullised f0 provide for the sfon I8 in Guarsnleed Minimum Wages and Allsndance Manay o
regitered Walerside Workers in Pod Moresby and is financed by 2 levy on cargo handled as per Sechion 24

and 25 of the Harbors Act, Chagsler o 240,
Delerred Incoma

Compinted projects

Canrying value of completed projects
In-progress projects

Maovement in the accumilated amorization loliows:

Begrrng balance
Amorlizsfion dusng the year
Erding balance

Curesnl portion

18. Emplayes provision

Provvisicn Jor annusl eave
Provizion fof long sendce lave
Staft layaity

Currend portice
Noncurment partaon
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it 015

K K

AN An 17BN
252,055

108,413,328 118,146,072
T36.785 136,709
109,170,125 118,887 471
2018 2015

K K
21,252,085 13835574
7,112,746 7,455 481
29,004,801 21,262 055
018 205

K K

7525435 753514
10 108,357,747
108,170,125 116,882,871
2016 2015

K K

[RIVETT] 5 BT 162
14,452,857 12,368 941
1,255,782 1317473
21,450,830 16,374 578

2016 b

K K

90800 6O74835
14,452 857 12388841
450,830 18,374 578
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18, Related Party Transaction

84

Relatod party setalianship exists when one party has the abdity 1o conbal, dirsctly o indirectly, Shrough ona ar more
inlerrnadiangs. the ofer pady or exercisr sgnificant nfuence cver the other paty making m thie Enancisl and
oparating decisions. Such nelationship also exists betwesn sndior amang entities which ane under comnnon contol
with repariing ardermeise, or between and/or among e mporing entirpise snd their key management personnsl,
deaciors, of its oficars

A1 tronsactions pre commersial transactions made on an arm's lengih basis. The following ame thie relaled party
transachions thal occuned duning the year,

Kumul Consolidated Holdings Limited (KCH)

KCH is the govemmend busingss am fal coninds govemenent busness which includes the stsle owned
entarprises (S0E). The Company & & government cwned business snderprise involved in providing essantial
poris sonices ond & regisianed ender the PRG Compasses Act  The Company does nol pay any kind of e
fo KCH but & expected 1o mako dvidend payments & the govermmant as the ol sharsholder through KCH
from sny deciasd profts

Transactions and outstending balances with KCH ate as follover

2016 20158
K K
Transaction during the year:
Loans from KCH M = 10,000,000
Sl of Dyiup Extate Holdings Lid and Horh
Coast Agri Senvices Lid 1 12,100,000 =
Outsianding balances:
Loans'advances payable M - 10,000,004

| i 2014, the Company recetved K10 milion advances lom KCH lor e saismer of he Mawgs clasms
{sea Mobs 16). This has no faed repayment lerms and therslon classifiod as current in fhe statemant
of financisl posifion. This amount was setfied in May 2018 dudng sefiement on sale of Dylup

] On 1 Aprdl 2015, KICH handed cver operations of the Lae Tidal Whar! b PNGPCL. The iotal consinsction
it amcanied b approodmatedy K734 millian and was fnanca by the Govemmenl [GoPNG) snd B an
fom the Azian Development Bank (ADS) At the physical hand ower of ihe assel. the ADB debt of
seproumalaly K434 million wes not teeadsmed and remains with KCH as the implementng agency in
the inderim. The reladed kabiity attached to the whar still remains with KTH ol such fime s GoPHG,
HCH ard PNGPCL fnalise discussions on (his mafs
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k. Amounts owed by wholly cwned subsidiaries

2018 2015
K K
Outstanding balances:
Gross receivables:
Drvlup Estate Holdings Limiled - 19,53 812
Maoth Coast Agr Secvice Limiled - 474783
- 24,329 555
Provisions for doubtfil debds {Male 12) - {12.339.555)
Net recelvabiles - 12,008 030

Trwt Company's outsianding rocevaiies bom wholly cwned subsidianies are inlenest fee The cash advances
wene repayable on demand, Fowever, the Company does nof exped] 10 coliect Paese within 17 months alter 31
December 2015 and therelors they are classifisd as non-curmend assels (ees Nobe 20). 1n 2016, the mmounts
e by the wholly subsidianes were fully seled

Indepandent Consumar & Compatition Commbssion ICCC)

ICCG s fhe govemmend price reguistor which includes NG Ports reguiated tanfts Sko ploiage. bedhing snd
besithing resarvabon. BCCC charges an annual foe of KBE3, 220 (2015:K537,000) which the Company pays in
quarery instaliments during the year.

. Key Mansgement Personnel
Cempansation of kiry managemand personnel af ieparting date s
016 218
K L3
Skt tarm benefi 5457017 TE05.57T
Pogt- employment benafil [FERET 436741
5,890,264 7042318

0. Financial rivk managemant
a.  Crodit risk

The carrying ammount ol fnancial assets epresents the macimum oredt expesurn. The maximum eigoses io
red rick o B reporing dale was:

015 208
K [
Trade recetvubles (ole 12} 7,997 672 7818722
Amoeis owed by related partes (Notes 12 and 15) - 12.000,000
(e recohvables (Mol 12) 5563045 647G 028
Cash ond cash equivaionis 146,781,838 75215 551
180,342 555 115,514,299

The maimurn expossre ko crodil sk lod trade recahvatiey of the reporing date by geographic region was

2016 s
K K

Papua New Guinga 7 88T 8T pab AR
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The age snalyss of gross irnde receivebles af reporing date was

2016 2015
K K
Past due 0-30 cays 10,781 484 15057 415
Past due 31180 days 10,735,452 7680684
Past due 184350 days 2510554 858,355
Fail dun more than 1 year 4,661,750 S47 827
Teal 28,117,340 24474 455
Impalrment losses
Tha movemont in the allowance far impaimment in respect of tade receivables was as loBows:
Fill ] 15
K K
Batance al 1 January g4 861235
Impairmant secognised during P year (Nofe 17) - 1,663,508
Impairman| revesrsbd during he year (2A73.97E) -
Balance i 31 Decembr 280,767 2554, 743
b, Liguidity risk
The foflowng ame ife contractual maturities of fnencial kabiitas, including esbmalzd intorest payments and
xchuding the impact of nefiing agresments
Contraciual cash figws
Kon-derivative fapacial Labilites Camying  Laws Buan oo Mare than §
amaht _yew  Gdgers  25yen __yeans
3 December 2006:
Ligans. mewd borowings (Node 15} 21,901,550 12,547,161 AT MATSM 33706460
Tty i | paymanm 821E8T =  MMEIN  2aMas -
Trade and ofhef pyables (hoke: 15) 1,653,045 21,800,048 - - =
Employns provasons [Nots 15) 450500 5,996,051 = R 1 775
83T 106 I3RE1 MTMIN  SRBMATST 25015751
1 Decamber 2015
Loans and bompwrys (hole 18) 41 B2 258 WIELIH WMMIKE  ALNEITIE SPEMET
Futu inferesd payments 1350 50 ERET 2408407 3,080,746 4342500
Trace ir'ed ot paryaties (Motg 16) 0,546 768 20,545,188 - ~ -
Employes provisions (Hote 18] 19,374 878 G574 608 - - 12360541
186,663,547 57805810 BEABE N2 45714 467 74,758 058
€. Carfency risk
The Compasy does nal hive signaieant foneign curnency nsk al reporsing cate,
d.  inderest rate risk

Inberesd rate risk b the risk St i fair vales or future cagh Sows ol 8 francial meturent vwill ucsoats becauss
of changes in marked inferest rates. The Company's expoture 10 e risk of changes in marke! nlorest roes
redstes prmardy to the Company's long-term detd obligatons wih RaaSing interest rates.  Howover, the
Company's loans paysble baars fxed inferest roles from dade of miepse of loan wlil maturity date.  The
Compary eleciivaly locked its inlares)-beanng obligabons to keed inlerest in reduce it expesure io injeres! e
Buctuation

86 PNG PORTS CORPORATION LIMITED



FINANCIAL STATEMENTS | Notes - 31 December, 2016

e Falr value versus carrying valoe

The lair viues of financial sssats and kabdes approvimate their fair vahie & reporting dale

1. Sestenant of cash flows notes

& Forthe porpose of the stalement of cash flows, cash includes cash o hand and &t bank and shor-leem doposits
it cad, ned of cutstancing bank overdrafts is reconcied fo the relatod fems in the stalement of fnancial posion

s foflows:
208 2018
K K
Cash and bank balances 104, 223473 &4318,775
Sherl tsrm deposits 42,559,365 20856 778
145,781,838 75,215,551
b Reconcliation of profd after incoma tax i ret cash provided by opersing actvilies
2016 205
K K
Prafid for the year 41,017 605 345,585,210
Add | (dodisct) items clasaified as inveating | financing activities:
Interest icome {E04.475) [S58.381)
Irlerest expense 12,687,240 248,385
Add | [deduct] non-cash Hems:
[Profif) / ioss on disposal of non-cummen) assels 23,400 (288,417.352)
Amorisation of defered ncome r712,748) (7456, 451)
Depraciation 56,780,048 45822991
Income tas axpense 20,866,333 17,704 817
Write-off capital work In progriss - 5,535,476)
Cash penerated befors working capiinl changes 123,035 855 105,962 832
(Increase)Decrease in trade detdors ad other deblon [7.758,341) 06,365,640
[Docreassyincrease in irade credions and eiher credion 4TI (39.595,655)
Increass n omployes provisons 2076354 1,683,008
Cash generated from operations 116,122,188 T4 448,185
£ Non-cash dems

»  Additen b propedty, plant and equipment amounting fo KT51.25 millon was pad by KGH on behatl of the
Compary at setiiament date and therslone considemd as nancash mvesling acivity in the 2015 statement
of cash fiws. Thiz amount includes the H72.50 milion advance paymant made by KCH in 2014 &s a depoait
i mlation B the purchass of IMotukea For and therelom this ameunt s considenad non-cash Enancing

actily in the 2015 stasemen of cash fows

= Disposals as p resull of the sade of Faires Harbour Port fo KCH amounsing to k710,93 millon was chamed
againyd KCHs receivable from fhe sbove fransacion and fherefore ths is considoned noncash investing

acthvly in the 2015 statement of cash flawe.
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2. Leases
The Company entened inlo a lease faciy anangement with the ANZ Bank 10 purchase molor vehicles under bath

88

operaling and finance lease arangements.
& Operafing leates
018 2015
K K
Leas than one yesr - -
Botwesn one and fee years - -
Move than fve years - -
b. Finance laases (Nate 15)
F1 2015
K K
Liess fhan ore year 1,242 824 1471 640
Brtwoen ong and fve years #3101 1202575
Mo than fre yearm = -
2,174 661 2ATENS
23. Commitmants
At 31 Decomber 2006, fhe Company had capital commitments of K153 mélon (2015 K37 million) nelating i e
PIUEEES in progress

v relabion 1o this purchase of Motukes port and consequential sales of the Faidas Htbowr Port, the Company wil
incist cost {o relacate o irerddar the assets fom the exising port bo the rew part

4, Contingent sssets and Mabdlities

b

The Company had conlingeni kabiities iotaing o k1,152,000 a8 at 31 Decerber 2016 (2005 K1,152. 000
relating 1o Egabon cams

O 4 fpnil 2015, KCH handed ower opermions of fhe Lae Tidel Whar o PNGPCL. The fotal consirucion costs
amounbed lo approoamately K734 milion and was financed by the Govemment (GoPNG) and a loan fom the
Asian Developmend Bank (A08). At the physical hand cver of ihe 2sset, the ADB debit of approximately K434
million was not iransferred snd remains with KCH as the implemanting ageney in Ba blenim The related
lisblity atinchid f0 the wharl sill remaing wih KCH undl such time a8 GoPNG, KCH and PNGPEL Tnalise
discussons on this maied

GoPNG bomowed & swm of YT71,.750,0000 (PGEIS2.542 141 from the Expo and fmpant {Exm) Bank of
Ching. Tha purpose of ioan i ko the implamentation of the construction of Lae Tidsl Basn indusinal
Developmant Projec]. The contract documents wene signed by the Company snd Ching Jangsu infemational
Economic & Technical Comporation Group Lid on 23 Novermber 2015, The Company wil b the bereficiary or
the end user in the whole scheme of things. The loan wil bo ssraced by GoPNG as per the agreemant
Howaver, shoukd GoPNG does not lulil is chlgasion, then the Comppny may aess! in some capacity a3 an
abliger (o the loan n senvicing 1 as and whan mouined,

25 Employses
The rumber of employees &t ihe and of the year was 807 {2015 860
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26. Events Submequent fo the Reposting Date

& A specidl board meefing nomber 1832017, the Board resalved to pay deadend of K5 milion o Kemal
Cansobdated Hoidags
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