
Enhancing Safety, Security and Sustainability of Apia Port Project (RRP SAM 47358) 
 

FINANCIAL ANALYSIS  
 

I. Introduction 
 

1. Apia Port is a critical lifeline asset for Samoa. The existing breakwater was found to be 
physically damaged by storm waves and ill-equipped for future, severe storm waves. The project 
aims to rehabilitate it to provide sufficient protection for the port both during routine operations 
and when receiving ships carrying physical aid and support materials after a natural disaster. 
Operating inefficiencies are also experienced onshore, where some port zones are unsafe 
because they were originally designed for lighter cargo or because wear and tear deteriorated 
them. The project will help solve these issues by bringing the terminal up to safe operating 
standards. To tackle noncompliance in customs declarations, and ensure that Samoa Customs 
can adhere to all its international agreements to secure and facilitate global trade and prevent 
illegal arms imports, the project will procure a container x-ray scanner as part of a risk-based 
approach to customs inspections in Apia Port, and provide the necessary scanner and manual 
inspection areas. The older of the two existing tugboats needs to be replaced immediately by a 
more powerful tug to ensure continued safe port operations, and the younger will require 
replacement within 5 years. 
 
2. The port-related components will be implemented by the Samoa Ports Authority (SPA), 
the state-owned port owner, and the x-ray scanner component will be implemented by the Ministry 
for Revenue (MFR), the government ministry responsible for revenue collection.  
 
II. Methodology and Major Assumptions 

 
3. Financial analysis was carried out in accordance with Financial Management and Analysis 
of Projects of the Asian Development Bank (ADB).1 Separate financial analyses were carried out 
for breakwater repair, port landside improvements, customs x-ray scanner, and the tugboat.  
 
4. All financial costs and benefits were expressed in mid-2019 price levels. Project cash flows 
were prepared over its economic lifetime, assumed to last until 2050, for all project components, 
except for the customs x-ray scanner, which is assumed to have a 10-year economic lifetime. The 
projected incremental annual cash flow was discounted to its present value, and the financial 
internal rate of return and financial net present value are estimated to gauge the net benefit that 
will be derived from the project.  

 
5. The following assumptions were made in preparing SPA’s financial projections: 

(i) The increase in cargo volume is based on the average volume increase of the past 
3 years; 

(ii) The tariff increased by 5% in 2018 and in 2019 as part of the 25% increase agreed 
by the Government of Samoa. No tariff increases are assumed thereafter. 

(iii) Benefits, and operation and maintenance (O&M) costs of the port infrastructure 
component were incorporated in addition to the O&M of the breakwater and tug 
components. 

(iv) The costs of the breakwater rehabilitation, tugboat, and port infrastructure was 
capitalized and depreciated, and at the same time accounted for as a grant on the 
SPA balance sheet and amortized to profit and loss in accordance with international 
financial reporting standards. 
 

                                                
1 ADB. 2005. Financial Management and Analysis of Projects. Manila. 

http://www.adb.org/Documents/RRPs/?id=47358-002-2
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III. Financial Evaluation 
 

6. A financial evaluation was initially conducted for each component. A weighted average 
cost of capital of 10.4% was calculated in real terms for the project. Table 2 presents the results 
for the various components. Since the financial evaluation results indicate that the project 
components are not financially viable, further financial sustainability analyses were conducted. 
  

Table 1: Summary of Project Financial Internal Rate of Return and Net Present Value 
FIRR/FNPV Project 

Total 
Breakwater 

Repairs 
Port Landside 
Improvements 

X-ray Scanner 
Including Scanner 

Facility 

Tugboat 

FIRR (%) NA NA (5.4) NA NA 

FNPV 
($ million) 

(49.0) (26.0) (16.0) (7.4) (7.9) 
 

( ) = negative, FIRR = financial internal rate of return, FNPV = financial net present value, NA = not applicable. 
Note:  In mid-2019 United States dollars. 
Source: Asian Development Bank consultants. 

 
IV. Financial Sustainability Analysis of Samoa Ports Authority 

 
7. A financial sustainability analysis of SPA was conducted to confirm that the income from 
port tariffs and other sources is sufficient to cover recurring expenses, including O&M of existing 
and new infrastructure.  
 
8. The audited financial statements for fiscal year 2018 are being revised and resubmitted 
for audit, to appropriately account for divestment of assets and the related loans. This is described 
in detail in the financial management assessment. 
 

Table 2: Samoa Ports Authority – Financial Performance  
(ST‘000) 

Year Ending 30 June 2014 2015 2016 2017 2018  
Total revenue 11,192 12,358 14,401 16,395 14,483  

Total expenditure 7,475 6,304 7,378 6,614 6,392  

EBITDA 3,717 6,054 7,023 9,781 8,091  

Net profit / (loss) (545) (10,059) 2,525 6,985 5,672  

Current assets 2,812 4,450 7,091 9,615 10,791  

Non-current assets 218,398 200,824 196,156 193,224 189,960  

Total Assets 221,210 205,275 203,247 202,839 200,751  

Current liabilities 6,818 6,429 6,101 7,502 8,037  

Non-current liabilities 73,493 70,574 64,915 57,126 49,331  

Equity and reserves 140,899 128,272 132,231 138,211 143,383  

Total liabilities 221,210 205,275 203,247 202,839 200,751  

Net change in cash & cash equivalents 2,721 845 1,518 2,109 668  
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Year Ending 30 June 2014 2015 2016 2017 2018  
Return on equity Negative Negative 1.9% 5.1% 4.0%  

Return on assets Negative Negative 1.2% 3.4% 2.8%  

Current ratio 0.4:1 0.7:1 1.2:1 1.3:1 1.3:1  

Debt service coverage ratio 1.6:1 2.4:1 2.0:1 2.7:1 1.6:1  
EBITDA = earnings before interest, tax, depreciation, and amortization; ST = tala. 
Source: Asian Development Bank consultants. 
 
9. SPA’s fixed asset base will increase by 45% as a result of the project. While these assets 
are financed by a grant, it is important to ensure that sufficient funding is allocated through the 
SPA budget or funds for the annual maintenance of these newly created assets. The financial 
projection model demonstrated that SPA has the ability to do so. In 2022, when the assets are 
ready to use, the estimated annual O&M is ST0.5 million which is about 16% of SPA’s projected 
operational expenditure projected for that year. It is recommended that SPA create a separate 
reserve or provision for the estimated O&M each year, and ensure that this reserve has restricted 
use, i.e., only for O&M of the newly created project investments.  

 
Table 3: Samoa Ports Authority – Projected Summarized Financial Statements  

(ST‘000) 
Year ending 30 June 2019 2020 2021 2025 2027 
Income Statement      
Operational revenue 12,424 12,529 12,635 13,069 13,292 

Total revenue 16,883 16.989 17,095 17,923 18,244 

Operating expenses 7,634 7.845 8,048 10,400 9.968 

EBITDA 9,249 9,143 9,046 7,523 8,276 

Net profit 8,159 8,004 8,118 6,151 6,845 

Cash Flow Statement      
Cash flow from operating activities 9,281 9,132 9,035 7,512 8,264 

Cash flow from investing activities (3,714) (45,471) (61,704) (4,550) (4,550) 

          Includes: dividend payment (1,500) (1.500) (2,000) (2,500) (2,500) 

Cash flow from financing activities (4,725) 41,921 57,654 - - 

Balance Sheet      

Cash and equivalents 3,072 8,655 13,640 29,569 37,090 

Current assets 11,601 17,194 22,191 38,165 45,709 

Property plant and equipment 267,827 306,704 360,563 383,218 373,257 

Total assets 279,428 323,898 382,754 421,383 418,967 

Current liabilities 4,645 5,344 6,304 7,002 7,002 

Non-current liabilities (deferred revenue) 124,741 162,008 213,785 232,557 221,329 

Equity and reserves 150,042 156,546 162,664 181,823 190,635 
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Total liabilities / equity 279,428 323,898 382,754 421,383 418,967 

( ) = negative, EBITDA = earnings before interest, tax, depreciation, and amortization; ST = tala. 
Source: Asian Development Bank consultants. 

 
Table 4: Samoa Ports Authority – Financial Projections Key Indicators 

Year ending 30 June 2019 2020 2021 2025 2027 
Net profit margin 48% 47% 47% 34% 38%% 
Return on equity 5.4% 5.1% 5.0% 3.4% 3.6% 
Return on assets 2.9% 2.5% 2.1% 1.5% 1.6% 
Current ratio 2.5:1 3.2:1 3.5:1 5.5:1 6.5:1 
Debt–equity ratio - - - - - 
Debt service coverage ratio 2.5:1 - - - - 
Source: Asian Development Bank consultants. 

 
V. Financial Sustainability Analysis of Ministry for Revenue 

 
10. The MFR is the government ministry in charge of revenue collection through taxes and 
duties in Samoa. It is one of the largest government agencies in the country employing close to 
200 people. Unlike SPA, the MFR does not generate revenue but is the central revenue collection 
agency for the government and is part of the government budget.  
 
11. The annual maintenance cost of the x-ray scanner was estimated at $300,000, which the 
MFR will incur from 2023, assuming that the scanner is installed in 2020 and the first 2 years’ 
maintenance is borne by the vendor during the warranty period.  

 
12. The MFR proposed that a cost recovery mechanism be implemented to recover the 
maintenance costs of the scanner from the third year of its operations. 2 It proposed ST50 per 
entry for all types of classifications, excluding personal items for which it proposes ST5 per entry. 
In 2018, the MFR had 32,760 entries, of which 14,066 related to personal items. The consultants 
confirmed that the cost recovery charge will recover the O&M costs of the scanner. However, it is 
recommended that the MFR adjust the cost recovery rates periodically to take into consideration 
any increases in maintenance costs, for example, as a result of inflation.  

 
VI. Assurances from Samoa Ports Authority and Ministry for Revenue on Financial 

Sustainability of Project Assets 
 
13. Reserve Fund. SPA shall ensure a board of directors resolution establishing the SPA 
Reserve Fund; and approval of operational rules for the SPA Reserve Fund that are acceptable 
to ADB, specifying the annual appropriations from earnings, the investment policy for the SPA 
Reserve Fund, and restriction on the use of the proceeds of the SPA Reserve Fund. 

 
14. SPA shall ensure, for the duration of the project and thereafter, that (i) funds are allocated 
to the Reserve Fund and invested in accordance with the investment policy approved by SPA’s 
board of directors; and (ii) the amount allocated to the Reserve Fund is periodically adjusted to 
account for increases in SPA’s maintenance expenses.  

 
15. Cost recovery charge—Samoa Ports Authority. The MFR shall ensure a cabinet 
resolution to institute the cost recovery charge as proposed by the MFR. The MFR shall, for the 

                                                
2  Ministry for Revenue. 2019. Cost Recovery of Container X-ray Implementation. Apia (6 March 2019). 
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duration of the project and thereafter, (i) levy the cost recovery charge on all commercial and 
personal items imported into the port; (ii) apply the proceeds of the cost recovery charge for the 
maintenance of the project facilities, including the x-ray scanner; and (iii) periodically adjust the 
cost recovery charge to account for increases in the port’s maintenance expenses.  
 


