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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF wwawgeloittescomisg

MERCATOR LINES (SINGAPORE) LIMITED

Report on the Financial Statements

We have audited the accompanying financial statements of Mercator Lines (Singapore) Limited
(the “Company”) and its subsidiaries (the “Group”) which comprise the consolidated statements of financial
position of the Group and the statement of financial position of the Company as at March 31, 2015, and the
consolidated statement of profit or loss and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows of the Group and the statement of changes in equity of
the Company for the year then ended, and a summary of significant accounting policies and other
explanatory information, as set out on pages 9 to 72.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of the Singapore Companies Act (the “Act”) and Singapore Financial
Reporting Standards, and for devising and maintaining a system of internal accounting controls sufficient to
provide a reasonable assurance that assets are safeguarded against loss from unauthorised use or disposition;
and transactions are properly authorised and that they are recorded as necessary to permit the preparation of
true and fair profit and loss accounts and balance sheets and to maintain accountability of assets.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Singapore Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation of financial
statements that give a true and fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Deloitte

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
MERCATOR LINES (SINGAPORE) LIMITED

Opinion

In our opinion, the consolidated financial statements of the Group and the statement of financial position
and statement of changes in equity of the Company are properly drawn up in accordance with the provisions
of the Act and Singapore Financial Reporting Standards so as to give a true and fair view of the state of
affairs of the Group and of the Company as at March 31, 2015 and of the results, changes in equity and cash
flows of the Group and changes in equity of the Company for the year ended on that date.

Emphasis of Matter

We draw attention to Note 1 to the financial statements which describes that the Group and the Company
have incurred net losses of US$125,366,000 (2014 : US$22,757,000) and US$118,189,000 (2014 :
US$22,645,000) for the year ended March 31, 2015 respectively and as at March 31, 2015, the Group and
the Company have net current liabilities of US$39,691,000 (2014 : US$9,404,000) and US$35,813,000
(2014 : US$12,176,000) respectively. Additionally, as described in Note 3(a)(i), due to substantial fall in
freight rates and deterioration in dry bulk markets, the cash flows and financial position of the Group and
Company has been impacted adversely. Management has appointed an independent financial advisor to
assist with an assessment of the financial position and to establish the options available with respect to
their financial affairs. The independent financial advisor is working closely with the management and the
lenders to establish the refinancing and restructuring plan. These conditions indicate the existence of a
material uncertainty which may cast significant doubt about the Group’s and Company’s ability to
continue as a going concern and, therefore, they may be unable to realise their assets and discharge their
liabilities in the normal course of business.

The financial statements have been prepared on the going concern basis because, as described in Note
3(a)(i), the lenders have not sought to enforce their security and legal rights to call on the outstanding debt
and the directors have a reasonable expectation that the Group and Company will have adequate cash
flows which would allow them to continue in operational existence in the foreseeable future. Should the
going concern assumption be inappropriate, adjustments may have to be made to reflect the situation.

Our opinion is not modified in respect of this matter.

Report on Other Legal and Regulatory Requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company and the
subsidiary incorporated in Singapore of which we are the auditors, have been properly kept in accordance
with the provisions of the Act.

Deloi He + Toucke Lo

Public Accountants and
Chartered Accountants
Singapore

May 22, 2015 ﬂ _ )’l
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

STATEMENTS OF FINANCIAL POSITION
March 31, 2015

Note
ASSETS
Current assets
Cash and cash equivalents 7
Trade and other receivables 8
Inventories 9

Asset classified as held for sale 10
Total current assets

Non-current assets

Trade and other receivables 8
Subsidiaries 11
Available-for-sale investments 12
Property and equipment 13

Derivative financial instruments 17
Total non-current assets

Total assets

LIABILITIES AND EQUITY
Current liabilities

Trade and other payables 14
Provision for onerous contract 15
Borrowings 16

Income tax payable

Liability directly associated

with asset classified as held

for sale 10
Total current liabilities

Non-current liabilities

Borrowings 16
Provision for onerous contract 15
Trade and other payables 14

Total non-current liabilities

2015
US$°000

8,434
11,584
1,514
21,532
8,000
29,532

4,064

691
374,937
1,346
381,038

410,570

21,931
1,916
37,372

61,223

Group

2014
US$°000

7,829
19,553
1,239
28,621

28,621

16,257
951
20,813

38,025

38,025

166,777
5,014

172,536

Company
2015 2014

US$°000 US$°000
4,592 5,713
10,002 12,611
1,416 250
16,010 18,574

8,000 -
24,010 18,574
4,064 5,015
53,062 71,859
691 592
267,728 347,376
1,346 1,015
326,891 425,857
350,901 444,431
17,657 11,273
1,916 951
32,246 18,522
4 4
51,823 30,750

_8,000 =
59,823 30,750
87,192 108,610
21,955 5,014
- 745
109,147 114,369




MERCATOR LINES (SINGAPORE) LIMITED

AND ITS SUBSIDIARIES
STATEMENTS OF FINANCIAL POSITION (cont’d)
March 31, 2015
Group Company
Note 2015 2014 2015 2014
US$’000 US$’000 US$’000 US$’000

Capital and reserves
Share capital 18 213,694 213,694 213,694 213,694
Capital reserve 19 2,634 2,634 2,634 2,634
Equity option reserve 1,855 1,855 1,855 1,855
Fair value adjustment reserve 12 69 (739) 69 (739)
Accumulated (losses) profits (39,156) 86,210 (36,321) 81,868
Equity attributable to

owners of the Company 179,096 303,654 181,931 299,312
Total liabilities and equity 410,570 514,215 350,901 444 431

See accompanying notes to financial statements.
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
Year ended March 31, 2015

Note 2015 2014
US$°000 US$°000
Revenue 20 56,347 75,300
Vessel related costs 21 (46,665) (51,911)
Depreciation expense 13 (35,434) (35,389)
Impairment of property and equipment 10 &13 (63,515) -
Provision for onerous contract 15 (18,857) -
Employee costs and administrative expenses (3,148) (3,202)
Gain (Loss) on derivative financial instruments 22 1,153 (435)
Other expenses 23 (8,773) (713)
Finance cost 24 6,474) (6,408)
Loss before income tax (125,366) (22,758)
Income tax 25 - 1
Loss for the year 26 (125,366) (22,757)
Other comprehensive loss:
Items that may be reclassified subsequently to profit or loss
Available-for-sale investments:
Gain (Loss) arising during the year 12 69 (282)
Reclassification from equity to profit or loss on
impairment of available-for-sale investments 739 -
Other comprehensive income (loss) for the year, net of tax 808 (282)
Total comprehensive loss for the year (124,558) (23,039)
Loss per share (US$):
Basic 27 (0.092) (0.017)
Diluted d .

* There is no dilutive potential ordinary shares and no corresponding diluted loss per share (Note 27).

See accompanying notes to financial statements.

11



MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

STATEMENTS OF CHANGES IN EQUITY
Year ended March 31, 2015

Equity  Fair value
Share Capital option  adjustment Accumulated
capital reserve reserve reserve  profits (losses) Total
US$’000 US$000  US$000 US$ 000 US$ 000 US$’ 000
Group
Balance at April 1, 2013 209,480 2,634 - (457) 108,967 320,624
Total comprehensive
loss for the year
Loss for the year - - - - (22,757) (22,757)
Other comprehensive loss
for the year - - E (282) - (282)
Transactions with owners,
recognised directly in equity
Recognition of equity component
of convertible bonds - 1,855 - - 1,855
Issue of share capital (Note 18) 4,214 - - S = 4,214
Balance at March 31, 2014 213,694 2,634 1,855 (739) 86,210 303,654
Total comprehensive
loss for the year
Loss for the year - - - - (125,366) (125,366)
Other comprehensive gain
for the year - - - 808 - 808
Balance at March 31, 2015 213.6%4 2,634 1,855 _69 (39.156) 179.096
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MERCATOR LINES (SINGAPORE) LIMITED

AND ITS SUBSIDIARIES

STATEMENTS OF CHANGES IN EQUITY (cont’d)

Year ended March 31, 2015

Share
capital
US$° 000
Company

Balance at April 1, 2013 209,480

Total comprehensive
loss for the year

Loss for the year =

Other comprehensive loss
for the year -

Transactions with owners,
recognised directly in equity

Recognition of equity component
of convertible bonds -
Issue of share capital (Note 18) 4,214

Balance at March 31, 2014 213,694

Total comprehensive
loss for the year

Loss for the year .

Other comprehensive gain
for the year -

Balance at March 31, 2015

See accompanying notes to financial statements.

Equity  Fair value

Capital option adjustment  Accumulated

reserve reserve  reserve profits (losses) Total
US$ 000 US$000 US$000 US$’000 US$’000
2,634 - 457) 104,513 316,170
3 u = (22,645) (22,645)
- - (282) - (282)
- 1,855 - - 1,855
- - = - 4,214
2,634 1,855 (739) 81,868 299,312
- - (118,189) (118,189)
- - 808 - 808
2,634 1.855 _69 (36.321) 181,931
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended March 31, 2015

Operating activities
Loss before income tax
Adjustments for:
Depreciation expense
Finance cost (Note A)
Impairment loss on property & equipment
Impairment loss on available-for-sale investment
Provision for onerous contract
Reversal of provision for onerous contract
Allowance (Reversal of) for doubtful receivables
Write off of bad debts
Gain on fair value changes of derivative financial instruments
Operating cash flows before movements in working capital

Trade and other receivables

Inventories

Trade and other payables

Cash paid in relation to termination of charter hire (Note B)
Cash generated from operations

Tax received
Net cash from operating activities

Investing activities
Additions to property and equipment
Related expenses paid on disposal of property and equipment
Purchase of available-for-sale investments

Net cash used in investing activities

14

2015
US$°000

(125,366)

35,434
6,474
63,515
739
18,857
(951)
7,391
558
(331)
6,320

971
(275)
5,674

(745)
11,945

11,945

(2,914)

(30)
(2,944)

2014
US$°000

(22,758)

35,389
6,408

(995)
(46)
270
(109)
18,159

(842)
1,242
1,480

(2,020)
18,019

1
18,020

(5,711)
(2,646)

(17)
(8,374)



MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (cont’d)
Year ended March 31, 2015

2015 2014
US$’000 US$°000

Financing activities

Interest expenses paid (5,778) (5,726)

Proceeds from bank loans 11,000 12,200

Repayment of bank loans (20,118) (19,158)

Proceeds of loan from immediate holding Company 6,500 -

Repayment of loan from immediate holding Company (4,000) -

Proceeds from other borrowings 19,000 11,025

Repayment of other borrowings (15,000) (10,000)

Restricted deposits with a bank (2,000) -
Net cash used in financing activities (10,396) (11,659)
Net decrease in cash and cash equivalents (1,395) (2,013)
Cash and cash equivalents at beginning of year 7,829 9,842
Cash and cash equivalents at end of year (Note C) _6.434 7.829
Note A
The finance cost for the year includes the following non-cash items:

2015 2014
US$’000 US$’000

Amortisation of borrowing costs 421 453
Non-cash interest expense for convertible bonds 275 — 217
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (cont’d)
Year ended March 31, 2015

Note B

The compensation on termination of charter hire includes the following:

Non-cash items:

Compensation by issuance of share capital

Cash items:

Cash paid in relation to termination of charter hire
Related items outstanding included in trade and other payables

Note C

Cash and cash equivalents at the end of the year is determined as follows:

Cash and bank balances
Less: Pledged deposits

See accompanying notes to financial statements.
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US$’000

2015
US$°000

8,434
(2,000)
_6.434

2014
US$°000

4,214

2,020
1,490
7.724

2014
US$’000

7,829

7.829



MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

1 GENERAL

The Company (Registration No. 200507205N) is incorporated in Singapore with its registered
address and principal place of business at 8 Temasek Boulevard, #07-02, Suntec Tower Three,
Singapore 038988. The Company is listed on the Main Board of Singapore Exchange Securities Trading
Limited. The financial statements are expressed in United States dollars.

The principal activities of the Company are those of chartering of maritime vessels (bulk carriers) to
customers on short-term and long-term contracts and the provision of marine transportation services.
The principal activities of the subsidiaries are disclosed in Note 11.

During the year, the Group and the Company have incurred net losses of US$125,366,000
(2014 : US$22,757,000) and US$118,189,000 (2014 : US$22,645,000) for the year ended March 31,
2015 respectively. As at March 31, 2015, the Group and the Company have net current liabilities of
US$39,691,000 (2014 : US$9,404,000) and US$35,813,000 (2014 : US$12,176,000) respectively.
Additionally, as described in Note 3(a)(i), due to substantial fall in freight rates and deterioration in
dry bulk markets, the cash flows and financial position of the Group and Company has been impacted
adversely. Management has appointed an independent financial advisor to assist with an assessment of
its financial position and to establish the options available with respect to its financial affairs. The
independent financial advisor is working closely with management and the lenders to establish the
refinancing and restructuring plan. These conditions indicate the existence of a material uncertainty
which may cast significant doubt about the Group’s and Company’s ability to continue as a going
concerr.

The financial statements have been prepared on the going concern basis because, as described in Note
3(a)(1), the lenders have not sought to enforce their security and legal rights to call on the outstanding
debt and the directors have a reasonable expectation that the Group and Company will have adequate
cash flows which would allow the Group and the Company to continue in operational existence in the
foreseeable future.

The consolidated financial statements of the Group and statement of financial position and statement of
changes in equity of the Company for the financial year ended March 31, 2015 were authorised for
issue by the Board of Directors on May 22, 2015.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING - The financial statements have been prepared in accordance with the
historical cost basis except as disclosed in the accounting policies below and are drawn up in

accordance with the provisions of the Singapore Companies Act and Singapore Financial Reporting
Standards (“FRS™).
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Historical cost is generally based on the fair value of the consideration given in exchange for goods
and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based payment transactions that
are within the scope of FRS 102 Share-based Payment, leasing transactions that are within the scope
of FRS 17 Leases, and measurements that have some similarities to fair value but are not fair value,
such as net realisable value in FRS 2 Inventories or value in use in FRS 36 Impairment of Assels.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2
or 3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

ADOPTION OF NEW AND REVISED STANDARDS - In the current financial year, the Group has
adopted all the new and revised FRSs and Interpretations of FRS (“INT FRS”) that are relevant to its
operations and effective for annual periods beginning on or after April 1, 2014. The adoption of these
new/revised FRSs and INT FRSs does not result in changes to the Group’s and Company’s
accounting policies and has no material effect on the amounts reported for the current or prior years.

At the date of authorisation of these financial statements, the following FRSs and amendments to FRS
that are relevant to the Group and the Company were issued but not effective:

o ERS 109 Financial Instruments
° FRS 115 Revenue from Contracts with Customers
° Amendments to FRS 1 Presentation of Financial Statements: Disclosure Initiative

o Improvements to Financial Reporting Standards (January 2014)

18



MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

FRS 109 Financial Instruments

FRS 109 was issued in December 2014 to replace FRS 39 Financial Instruments: Recognition and
Measurement and introduced new requirements for (i) the classification and measurement of financial
assets and financial liabilities (ii) derecognition (iii) general hedge accounting (iv) impairment
requirements for financial assets.

FRS 109 are effective for annual periods beginning on or after January 1, 2018, with retrospective
application required.

FRS 115 Revenue from Contracts with Customers

In November 2014, FRS 115 was issued which establishes a single comprehensive model for entities
to use in accounting for revenue arising from contracts with customers. FRS 115 will supersede the
current revenue recognition guidance including FRS 18 Revenue, FRS 11 Construction Contracts and
the related Interpretations when it becomes effective.

The core principle of FRS 115 is that an entity should recognise revenue to depict the transfer of
promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services. Specifically, the Standard
introduces a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer.

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.

Under FRS 115, an entity recognises revenue when (or as) a performance obligation is satisfied, i.e.
when “control” of the goods or services underlying the particular performance obligation is
transferred to the customer. Far more prescriptive guidance has been added in FRS 115 to deal with
specific scenarios. Furthermore, extensive disclosures are required by FRS 115.

FRS 115 are effective for annual periods beginning on or after January 1, 2017, with retrospective
application required.
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Amendments to FRS 1 Presentation of Financial Statements: Disclosure Initiative

The amendments have been made to the following;:

° Materiality and aggregation - An entity shall not obscure useful information by aggregating or
disaggregating information and materiality considerations apply to the primary statements, notes
and any specific disclosure requirements in FRSs.

e Statement of financial position and statement of profit or loss and other comprehensive income -
The list of line items to be presented in these statements can be aggregated or disaggregated as
relevant.

° Presentation of items of other comprehensive income (“OCI”) arising from equity-accounted
investments - An entity’s share of OCI of equity-accounted associates and joint ventures should
be presented in aggregate as single items based on whether or not it will subsequently be
reclassified to profit or loss.

° Notes - Entities have flexibility when designing the structure of the notes and guidance is
introduced on how to determine a systematic order of the notes. In addition, unhelpful guidance
and examples with regard to the identification of significant accounting policies are removed.

The management is currently evaluating the potential impact of the adoption of the above FRSs and
amendments to FRS in future periods on the financial statements of the Group and of the Company in
the period of their initial adoption.

BASIS OF CONSOLIDATION - The consolidated financial statements incorporate the financial
statements of the Company and entities (including structured entities) controlled by the Company and
its subsidiaries. Control is achieved when the Company:

o Has power over the investee;
° Is exposed, or has rights, to variable returns from its involvement with the investee; and
o Has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.

20



MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

When the Company has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant
activities of the investee unilaterally. The Company considers all relevant facts and circumstances in
assessing whether or not the Company's voting rights in an investee are sufficient to give it power,
including:

o The size of the Company's holding of voting rights relative to the size and dispersion of
holdings of the other vote holders;

o Potential voting rights held by the Company, other vote holders or other parties;
® Rights arising from other contractual arrangements; and
° Any additional facts and circumstances that indicate that the Company has, or does not have,

the current ability to direct the relevant activities at the time that decisions need to be made,
including voting patterns at previous shareholders' meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases
when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of profit or loss and
other comprehensive income from the date the Company gains control until the date when the Company
ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
Company and to the non-controlling interests. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

Where necessary, adjustments will be made to the financial statements of subsidiaries to bring the
accounting policies used into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. The
interest of non-controlling shareholders that are present ownership interests and entitle their holders to
a proportionate share of the entity's net assets in the event of liquidation may be initially measured (at
date of original business combination) either at fair value or at the non-controlling interests’
proportionate share of the fair value of the acquiree’s identifiable net assets. The choice of
measurement basis is made on an acquisition-by-acquisition basis. Other types of non-controlling
interests are measured at fair value or, when applicable, on the basis specified in another FRS.
Subsequent to acquisition, the carrying amount of non-controlling interests is the amount of those
interests at initial recognition plus the non-controlling interests’ share of subsequent changes in equity.
Total comprehensive income is attributed to non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

Changes in the Group’s ownership interest in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognised directly in equity and attributed to
owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair value of the consideration received and the fair value of
any retained interest and (ii) the previous carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests. All amounts previously recognised in other
comprehensive income in relation to that subsidiary are accounted for as if the Group had directly
disposed of the related assets or liabilities of the subsidiary (i.e. reclassified to profit or loss or
transferred to another category of equity as specified / permitted by applicable FRSs): The fair value of
any investment retained in the former subsidiary at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting under FRS 39 Financial Instruments: Recognition
and Measurement.

In the Company’s financial statements, investments in subsidiaries are carried at cost less any
impairment in net recoverable value that has been recognised in profit or loss.
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MERCATOR LINES (SINGAPORE) LIMITED
AND ITS SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
March 31, 2015

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

BUSINESS COMBINATIONS - Acquisitions of subsidiaries and businesses are accounted for using the
acquisition method. The consideration for each acquisition is measured at the aggregate of the fair
values of assets given, liabilities incurred by the Group to the former owners of the acquiree, and equity
interests issued by the Group in exchange for control of the acquire at the acquisition date. Acquisition-
related costs are recognised in profit or loss as incurred.

Where applicable, the consideration for the acquisition includes any asset or liability resulting from a
contingent consideration arrangement, measured at its acquisition-date fair value. Subsequent changes
in such fair values are adjusted against the cost of acquisition where they qualify as measurement
period adjustments (see below). The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement period adjustments depends on how the
contingent consideration is classified. Contingent consideration that is classified as equity is not
remeasured at subsequent reporting dates and its subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or a liability is remeasured at subsequent
reporting dates in accordance with FRS 39 Financial Instruments: Recognition and Measurement, or
FRS 37 Provisions, Contingent Liabilities and Contingent Assets, as appropriate, with the
corresponding gain or loss being recognised in profit or loss.

Where a business combination is achieved in stages, the Group’s previously held interests in the
acquired entity are remeasured to fair value at the acquisition date (i.e. the date the Group attains
control) and the resulting gain or loss, if any, is recognised in profit or loss. Amounts arising from
interests in the acquiree prior to the acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss, where such treatment would be appropriate if
that interest were disposed of,

The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for
recognition under the FRS are recognised at their fair value at the acquisition date, except that:

E deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements
are recognised and measured in accordance with FRS 12 Income Taxes and FRS 19 Employee
Benefits respectively;

o liabilities or equity instruments related to share-based payment transactions of the acquiree or
the replacement of an acquiree’s share-based payment awards transactions with share-based
payment awards transactions of the acquirer in accordance with the method in FRS 102 Share-
based Payment at the acquisition date; and

o assets (or disposal groups) that are classified as held for sale in accordance with FRS 105 Non-
current Assets Held for Sale and Discontinued Operations are measured in accordance with that
Standard.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted during the measurement period (see
below), or additional assets or liabilities are recognised, to reflect new information obtained about
facts and circumstances that existed as of the acquisition date that, if known, would have affected the
amounts recognised as of that date.

The measurement period is the period from the date of acquisition to the date the Group obtains
complete information about facts and circumstances that existed as of the acquisition date and is
subject to a maximum of one year from acquisition date.

FINANCIAL INSTRUMENT - Financial assets and financial liabilities are recognised on the Group’s
statement of financial position when the Group becomes a party to the contractual provisions of the
instrument.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial instrument
and of allocating interest income or expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts or payments (including all fees on points paid
or received that form an integral part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial instrument, or where appropriate, a
shorter period. Income or expense are recognised on an effective interest basis for debt instruments.

Financial assets

All financial assets are recognised and de-recognised on a trade date where the purchase or sale of an
investment is under a contract whose terms require delivery of the investment within the timeframe
established by the market concerned, and are initially measured at fair value plus transaction costs.
Financial assets are classified into the following specified categories: “loans and receivables” and

“available-for-sale” financial assets. The classification depends on the nature and purpose of financial
assets and is determined at the time of initial recognition.
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Loans and receivables

Trade receivables, loan and other receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Loan and receivables are carried at
amortised cost using the effective interest method less impairment. Interest is recognised by applying
the effective interest method, except for short-term receivables when the recognition of interest is
immaterial.

Available-for-sale investments

Certain equity investments held by the Group are classified as being available for sale and are stated
at fair value. Fair value is determined in the manner as described in Note 4 and Note 11. Gains and
losses arising from changes in fair value are recognised directly in other comprehensive income with
the exception of impairment losses, which are recognised directly in profit or loss. Where the
investment is disposed or is determined to be impaired, the cumulative gain or loss previously
recognised in other comprehensive income and accumulated in fair value adjustment reserve is
reclassified to profit or loss. Dividends on available-for-sale equity instruments are recognised in
profit or loss when the Group’s right to receive payments is established.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset, the estimated future cash flows of the
financial assets have been impacted.

For available-for-sale equity instruments, a significant or prolonged decline in the fair value of the
investment below its cost is considered to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could include:

° significant financial difficulty of the issuer or counterparty; or
° default or delinquency in interest or principal payments; or
° it becoming probable that the borrower will enter bankruptcy or financial re-organisation.
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For certain categories of tinancial asset, such as loans and receivables, assets that are assessed not to
be impaired individually are, in addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include the Group’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio past the average
credit period, as well as observable changes in national or local economic conditions that correlate
with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate.

For financial assets that are carried at cost, the amount of the impairment loss is measured as the
difference between the asset’s carrying amount and the present value of the estimated future cash
flows discounted at the current market rate of return for a similar financial asset. Such impairment
loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of receivables where the carrying amount is reduced through the use of an
allowance account. When a receivable is uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited against the allowance account.
Changes in the carrying amount of the allowance account are recognised in profit or loss.

For financial assets measured at amortised cost, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through profit or
loss to the extent that the carrying amount of the financial asset at the date the impairment is reversed
does not exceed what the amortised cost would have been had the impairment not been recognised.

When an available-for-sale financial asset is considered to be impaired, cumulative gains or losses
previously recognised in other comprehensive income are reclassified to profit or loss.

In respect of available-for-sale equity instruments, impairment losses previously recognised in profit
or loss are not reversed through profit or loss. Any subsequent increase in fair value after an
impairment loss is recognised in other comprehensive income and accumulated under the heading of
fair value adjustment reserve.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Group recognises its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Group retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a collateralised borrowing for the
proceeds received.

Financial liabilities and equity instruments

Classification as debt or equity

Financial liabilities and equity instruments issued by the Group are classified according to the
substance of the contractual arrangements entered into and the definitions of a financial liability and
an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of the Group after
deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of direct
issue costs.

Financial liabilities

Trade and other payables are initially measured at fair value, net of transaction costs, and are
subsequently measured at amortised cost, using the effective interest method, with interest expense
recognised on an effective yield basis except for short-term payables where interest is immaterial.
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Loans

Interest-bearing loans are initially measured at fair value and are subsequently measured at amortised
cost, using the effective interest method. Any difference between the proceeds (net of transaction
costs) and the settlement or redemption of borrowings is recognised over the term of the borrowings
in accordance with the Group’s accounting policy for borrowing costs (see below).

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or they expire.

Convertible bonds

Convertible bonds are regarded as compound instruments, consisting of a liability component and an
equity component. The component parts of compound instruments are classified separately as
financial liabilities and equity in accordance with the substance of the contractual arrangement. At the
date of issue, the fair value of the liability component is estimated using the prevailing market interest
rate for a similar non-convertible instrument. This amount is recorded as a liability on an amortised
cost basis until extinguished upon conversion or at the instrument’s maturity date. The equity
component is determined by deducting the amount of the liability component from the fair value of the
compound instrument as a whole. This is recognised and included in equity option reserve, net of
income tax effects, and is not subsequently remeasured.

Derivative financial instruments and hedge accounting

Derivatives such as forward freight agreements and contracts for options on forward freight
agreements are initially recognised at fair value at the date the derivative contract are entered into and
are subsequently remeasured to their fair value at the end of each reporting period.

The resulting gain or loss is recognised in profit or loss immediately unless the derivative is
designated and effective as a hedging instrument, in which event the timing of the recognition in
profit or loss depends on the nature of the hedge relationship.

A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of

the instrument is more than 12 months and it is not expected to be realised or settled within
12 months. Other derivatives are presented as current assets or current liabilities.
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