Directors' report to the Shareholders

For the year ended December 31, 2012

Dear Shareholders,

Assalmu-alaykum and very good morning.

The Board of Directors of Summit Alliance Port Limited (SAPL) welcomes you all to the
09th Annual General Meeting of the company. We are pleased to submit before you the
operational activities and audited financial statements of the company for the year that
ended on December 31, 2012.

The Directors’ Report is prepared in compliance with section 184 of the Companies Act
1994, Securities & Exchange Commission’s notification no- SEC/CMRRCD/2006-158/134/
Admin/44 dated 7th August 2012 and other applicable laws and regulations.
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Business Activities

Established in December 2003 the Company is located in Patenga
Industrial Area on International Airport Road Chittagong. The
principal activity of the Company is to provide Off-Dock services as
Inland Container Depot with facility for Empty Container Storage and
Container Freight Station for handling of both Import and Export Cargo.

SAPL is listed with Dhaka/Chittagong Stock Exchange effective from
16th October 2008. The company acquired its subsidiary, Ocean
Containers Limited (OCL) by amalgamation in terms of Section
228 read with Section 229 of the Companies Act 1994 and after
observing all regulatory/statutory requirements, as applicable, OCL
stands merged with SAPL effective from the acquisition/appointed
date of 1st October 2012. The company (SAPL) has three depots
(including one depot belonging to erstwhile OCL) and all the depots
have the certification from Global Security Verification (GSV) which
is the leading international network for supporting the development
and implementation of measures for enhancing global supply chain
security. This GSV certificate has established the fact that the company
has the appropriate security measures, as published by the US Bureau
of Customs and Border Protection, in place and that these measures
are implemented and maintained throughout the facility. Company’s
valued clientele includes Maersk, APL, Hapag-Lloyd, Kuehne+Nagel
Limited, Shipping Corporation of India, Yang Ming Line, China Shipping,
Norasia, DAMCO, DSV, Danzas etc as well as several prestigious Main
Line Operators and Freight Forwarders operating in the country.

Principal activity of the company is to provide Off-Dock services to its
valued clients and includes as under:

Financial Performance and Results

1. Inland Container Depot comprising transportation and storage of
empty containers in the Yard and redelivery of the containers to
various locations as per client’s advice.

2. Container freight Station: Comprising activities related to Export
cargo handling as well as Import cargo handling and the services
include:

e Receiving of export cargo, storage of the same in bonded
warehouse, documentation to complete formalities related to
export, stuffing of the cargo in the container and transportation
of the same after due customs formalities to the Port Container
Yard or Vessel Hook as per Client’s advice.

e Receiving import cargo from port yard, documentation,
unstuffing of the same after due customs formalities and
handing over to clients.

e Company also provides some customized services to its clients,
such as Container condition survey, its repair and maintenance;
Fumigation; etc.

SAPL acquired almost 100% shares of Cemcor Limited, a public limited
company, on 24th August 2009. Cemcor, in turn, owns100% shares
of Wahid Spinning Mills Limited (WSML) which was purchased from
its promoters on 19th September 1999. WSML was incorporated in
Bangladesh as private limited company on 6th September 1999 under
the Companies’ Act 1994. Neither Cemcor nor its subsidiary (WSML)
is operative. Cemcor and its subsidiary (WSML) together own around
14 acres of Land on the bank of river Dhaleshwari in Mukterpur under
Munshigonj district. SAPL has already taken up a project to build
River port and the work for development of the required facilities is in
progress.

Segment wise performance compared with last year is detailed below:

2012 (Company Position)

Particulars

Revenue 356,890 76,444
Cost of Services 234,291 45,928
Gross Profit 122,599 30,516

Operating Expenses including Finance Cost

Net Operating Profit

TAKA IN THOUSAND

2011(Consolidated Position)
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229,282 662,616 379,340 82,703 249,567 711,610
140,398 420,617 206,807 35497 121,777 364,081
88,884 241999 172,533 47,206 127,790 347,529
133,899 117,680

108,100 229,849

Net operating profit for the year declined to only 16.3% of the revenue compared to 32.3% of 2011. As a matter of fact with 18 operators,
off-dock industry in Bangladesh today is operating in a highly competitive environment faced with more competition and challenges than ever.
Due to very low import volumes now being allowed to be handled outside Chittagong Port, the private off-docks are currently operating at far
below capacity. Besides increased operating expenses due mainly to substantial rise in fuel price with consequential impact on transportation
cost, electricity as well as increased labor charge and effect of inflation on fixed expenses resulted in fall of Net Operating Profit for the year.
However, company earned a substantial amount of capital gain from disposal of its ‘available for sale financial assets’ and that have reduced
the shortfall gap of net profit after tax compared to last year.
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Taking into consideration balance of profit available for distribution, Dividend
Directors of the Company would like to report the company’s
financial results for the year ended 31st December 2012 with the
recommendations for appropriation as follows: Board of Directors of the Company recommended10% Stock
Dividend (i.e. 1 share for 10 shares held on the record date)
and 10% Cash Dividend for 2012 subject to approval of the

Appropriation of Profit shareholders in the 09th Annual General Meeting.

Fieurs nTHousanoTAA  \anagement Discussions and Analysis

Net Operating Profit before Tax 108100 o Industry outlook and possible future development

Cap|ta! Gains on sale.of A.va|.l<.31k.)|e for sgle ﬁnan.ual aslsets 111657 After experiencing a rush of new entrants the Off-Dock industry
Othgr income (including liabilities provided earlier written back 1366 showed signs of stabilizing in 2012. Being the market leader
Profit for the year 221123 SAPL endeavored to set an example for fellow industry members
Less: Provision for Tax (41279) by retaining market share without compromising on rates.
Net Profit after Tax 179844 Under the leadership of the Bangladesh Inland Container Depot
Less: Tax holiday Reserve (available for distribution in 2012) 156222 A_ssooa‘uon ,(BK:DA,) attempts are on to set sustainable rates in

. ; : o view of the increasing fuel and labor related costs.

Controlling Interest Share in Profit of Subsidiary -

Un-appropriated Profit brought forward from last year (after There has also been an encouraging realization on part of the
dividend payment): Government of Bangladesh that the Off-Docks are currently

operating at far below capacity. Aside from not issuing any new
licenses in 2012 there has also been an active effort to allow
further import items to be handled at the Off-Docks.

= Summit Alliance Port 215,138
= QOcean Containers (erstwhile) on merger 14,829 © 229967
Liabilities provided earlier written back -

Minority interest of erstwhile Ocean Containers in Retained In addition future developments in the industry will be towards

Earnings dealt separately on amalgamation as on Acquisition . (16101) higher value add!tlon and spec!allzed SErvIces such as Quality
date (01-10-12) Coqtrol I.nspectllon whereby mspecnon processes .that were
Amount Available for distribution 549932 earlier being carried out at various far-flung factone; will be
- o : completed at one central location by the Buyers. There is also an
Appropriation recommended: by the Board in its meeting held increasing trend towards “just in time shipment” where Buyers
on 8th April 2013 will look at avoiding high storage costs at destination countries
> Dividend for the year 2012: and instead having the goods ready at the Off-Dock which can be
*  Cash Dividend: 10% (2011:10%) 148712 sent at short notice.
*  Stock Dividend:10% (2011:10%) 148711 Another potential new development could be in the area of
Transferred to Retained Earnings 252509 Airfreight. With Shahjalal International Airport (Dhaka) struggling

to handle export cargo due to infrastructure limitations there is

_ o a good possibility that focus will shift on Shah Amanat
* Paid up capital increased to Tk.1,487,119,750 from 26th Airport (Chittagong) and in turn the nearby Off-

February 2013 due to issuance of shares in exchange of Docks. With round the clock presence of
Ocean Containers (erstwhile) held by minority owners and Custom officials and spacious
appropriation has been recommended on the enhanced warehouses,  the

capital.




Off-Docks can play an important role in encouraging the use of
Chittagong as an option for Airfreight export.

Business Performance: Detail under ‘Business Activities’
Risks and Concerns

Off-Dock operation is highly dependent on the efficiency of
handling exports and imports by Chittagong Port that generate
from International trade of the Country. Therefore any disruption
in Chittagong Port operation will have adverse impact on the
trade volume of the Country and have consequential effect on
the business of the Company. However given the importance of
Chittagong Port as the gateway for over 90% of the country’s

containerized export and import

.

cargo  we
do not foresee the

Government allowing such
a situation arising. Besides the
dependency on Chittagong Port, the project is close
to the Bay of Bengal and thereby risking the possibility of being
affected by sea driven natural calamities. However the recently
constructed protection embankment by the Bangladesh Water
Development Board has reduced this risk greatly. Furthermore the
same embankment has been earmarked to be part of the Asian
Super Highway which should lead to further strengthening of
the structure and thereby minimizing any potential risk from sea
driven calamities. Finally, all Off-Dock Companies are dependent
on renewing permission / clearance from Chittagong Custom
House (NBR), Chittagong Port Authority and various other
relevant Government Agencies. Delay at any stage can have
consequential effect in smooth continuation of the operation.

Financial Performance

Operating Revenue of the company for the year 2012 amounting
to Tk.662.6m compared to Tk.711.6m of last year was due to
reasons as under:

Low volume performance in all the major activities of the
company

Reduction of tariff mainly for export and empty container storage
to match with the competition.

Both Operating and Administrative Expenses for the year also

increased resulting sharp decrease in Gross/Net Operating Profit.
Main reasons are:

Due to price hike of petroleum products by the Government at
frequent regular intervals, fuel expense has increased substantially.
This in turn, also contributed to rise in transportation cost and
electricity charges as well.

There was sharp increase in labor cost.

Besides, due to impact of inflation fixed costs including employee
cost due to annual appraisal also increased.

Thus fall of revenue coupled with high cost compared to last
year resulted in sharp decrease in Gross/Net

operating
Profit for the year.

. Extra-Ordinary Gain or loss

There was no extra-ordinary gain or loss during the year under
report. However the financial result of the year includes capital
gain of Tk.111.6m from disposal of ‘available for sale financial
assets’.

Related Party Transaction

Refer to Note-31 on Financial Statements.
Utilization of proceeds from IPO

Not applicable

Explanation of financial results after IPO
Not applicable

Significant variance between Quarterly and Annual
Financial Statements

There is no significant variance between Quarterly and Annual
financial statements.

Remuneration of Directors

Remuneration, performance and other related perquisites/
benefits of Executive Directors are reviewed annually and
approved by the Chairman. Non Executive Directors including
Independent Directors are paid attendance fee per meeting.

Financial Reporting Framework

i.  The Financial Statement prepared by the management of
the Company present fairly its State of Affairs, the result of
its Operations, Cash Flows and Changes in Equity.

ii.  Proper Books of Accounts have been maintained.




Vi.

Vil.

Xi.

Xii.

Appropriate Accounting Policies have been consistently
applied in preparation of the Financial Statements and that
the Accounting estimates are based on reasonable and
prudent judgment.

International Financial Reporting Standards (IFRS), as
applicable in Bangladesh have been followed in preparation
of the Financial Statements.

The Company maintains a sound Internal Control System
which gives reasonable assurance against any material
misstatement. The internal control system is regularly
reviewed by the Company’s Internal Audit Team.

There are no significant doubts upon the Company’s ability
to continue as a going concern.

Significant deviations from the last year's operating results
of the Company, if any, have been highlighted herein before
in this Report with reasons given as appropriate.

Key operating and financial data of immediately preceding
5(five) years has been summarized in Annexure-2;

Significant plans and decisions, such as corporate
restructuring, business expansion and discontinuance
of operations as appropriate, future prospects, risks and
uncertainties surrounding the company has been outlined
under the related captions of this report;

The number of Board meetings held during the year and
attendance by each director has been disclosed;

The pattern of shareholding has been reported to disclose
the aggregate number of shares in Annexure-3.

Directors
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e Directors’ meeting & attendance

During the year ended December 31, 2012, the Board of
Directors held 10 (Ten) meetings. Name of the Directors and
the number of meetings attended by each are given below:

Name of Directors

Attended

Mr. Muhammed Aziz Khan
Mrs. Anjuman Aziz Khan
Mr. Syed Ali Jowher Rizvi
Mrs. Sobera Ahmed Rizvi

Mr. Abdul-Muyeed Chowdhury

Mr. Md. Latif Khan

Ms. Ayesha Aziz Khan

Ms. Azeeza Aziz Khan

Mr. Faisal Karim Khan

Mr. Syed Yasser Haider Rizvi
Mr. Syed Nasser Haider Rizvi
Mr. Syed Fazlul Haque
Captain Asif Mahmood

10

Appointed as
Independent
Director on 14t
March 2012

leave of absence.

them for

Ayub,

The Directors who could not attend the meetings were granted

¢ Directors’ Election & re-appointment

As per Article 42 of the Articles of Association
Mr. Syed Yasser Haider Rizvi, Ms. Ayesha
Aziz Khan, Mr. Syed Fazlul Haque and
Mr. Captain Asif Mahmood shall retire
in the 09th Annual General Meeting
by rotation and being eligible, offer

re-election.

Besides, Mr. Lutfe Mawla
was appointed as the

Independent Director in the Board
meeting dated 8th April 2013
in terms of Article-41 and in
compliance with the Notification
of Bangladesh Securities and
Exchange Commission. Mr. Ayub

is a seasoned business leader with

track record of 20 years of proven success in managing group
of companies in the Garment & Textile sector. Mr. Ayub shall
retire in the next AGM and being eligible, offers him for

election.



¢ Audit Committee

There is no change in the committee since it was formed by
the Board in its meeting held on 14th March 2012 and the
members of the committee are:

1. i Mr. Abdul-Muyeed Chowdhury gifgftir:dent Chairman
2. Mr. Syed Yasser Haider Rizvi Director Member
3. Ms. Ayesha Aziz Khan Director Member
4.  Captain Asif Mahmood Director Member

During the year under report three meetings of the Audit
Committee was held and all the members were present in all
three meetings.

e Auditors

S F Ahmed & Co, Chartered Accountants will retire and being
eligible, has offered themselves for re-appointment for the
year 2013. Your Board also recommended S F Ahmed &
CO, Chartered Accountants for re-appointment as Statutory
Auditors of the Company for the year 2013 at a fee to be
decided by the Shareholders in the forthcoming Annual
General Meeting.

Business Expansion

The merged company is the first Off-Dock company in the private
sector that commenced its commercial operation in April 1986.
Your Board has been continuously striving to expand facilities and
improve performance standard to accommodate the increased
demand that arose from the confidence and trust our valued
customers reposed on our high standard services. The company
today has around 60.5 acres of freehold land, developed with
Warehouse facility of 400,100sft and import shed of 19,500sft
besides having other related facilities to provide necessary services
to our valued clients, viz, Maersk Bangladesh, DAMCO, Hapag-
Lloyds, Shipping Corporation of India, DSV, Danzas, Kuehne+Nagel,
APL Bangladesh Limited and so on.

Going concern

While approving the financial

statements, Directors have made appropriate enquiries and
analyzed the significant financial, operating as well as other
indicators for enabling them to understand the ability of the
company to continue its operations for a foreseeable period.
Directors are convinced and have a reasonable expectation that
the company has adequate resources to continue its operation
consistently for the foreseeable future. Therefore the company
adopted the going concern basis in preparing these financial
statements.

Corporate Governance

Corporate Governance is the system through which companies
are directed, guided and controlled by the Board, keeping in view
its accountability to the shareholders. Your company strives to
maintain full compliance with the laws, rules and regulations that
govern the business and to uphold the highest standards.

Since corporate governance is not a static process, we always
continue to improve our practices. A separate chapter on corporate
governance has been reported before.

Corporate Social Responsibility

As part of the ongoing commitment to the society and environment
in which the Company conducts its business, SAPL remains
promise bound to perform its obligation. We shall continue our
drive to further promote social and environmental improvements
whenever opportunity arises.

Status of Compliance

International Financial Reporting Standards (IFRS) as adopted
by Institute of Chartered Accountants of Bangladesh and other
applicable laws and regulations require presenting fairly the
financial position of the company and its performance for the
period. To adhere to the requirements, the following

salient issues have been considered in

preparing the financial statements

of the Company:-
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a. Selection of suitable accounting policies and then applying Securities & Exchange Commission, Registrar of Joint Stock

them consistently Companies & Firms, Central Depository of Bangladesh Limited,
Dhaka/Chittagong ~ Stock  Exchanges, various Government
Authorities and agencies as well as Individuals who have helped us
achieve what we are today.

b. Making judgments and estimates that are reasonable and
prudent

¢.  Ensure that the financial statements have been prepared in
accordance with Bangladesh Financial Reporting Standards
and comply with applicable regulations.

Your Directors would like to put on record its deep appreciation
of the efforts made by the employees of the Company. Their
commitment and passion, both individually and through
d.  Preparation of financial statements on going concern basis teamwork, have helped achieve SAPL that it is today. The Board
also recognizes and appreciates the critical support provided by
the families of the employees which enables them to focus on their

Human Resources Management work in SAPL.
We look forward to seeing you at our 09th Annual General

Meeting. /

Your company recognizes that People are the most important On behalf of the Board of Directors /
resource and key to the success of any organization. To develop '
and equip the employees with key skills, the company places great . /
emphasis on the development of its people and hence we strive .
to send our people to various courses and workshop as well as we /
also arrange in house workshops for updating knowledge on the e
respective functional areas. Syed Ali Jowher Rizvi ) =

Managing Director P
Acknowledgement
The trust and confidence that our valued customers bestow in -
us is our main driving force. We accept this trust in all humility o

and shall continue to strive to live up to the expectations.

Board expresses its heartfelt thanks and gratitude -
to all the stakeholders including Investors,

Clients, Suppliers, Banks & Financial T
Institutions, Insurance i
Companies,  Service

Providers, the
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