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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF MERCATOR OFFSHORE HOLDINGS PTE. LTD.

Report on the financial statements

We have audited the accompanying financial statements of MERCATOR OFFSHORE HOLDINGS
PTE. LTD. (“the Company”) which comprise the statement of financial position of the Company as at
31 March 2016, the statement of profit or loss and other comprehensive income, statement of changes
in equity and statement of cash flows for the financial year then ended, and a summary of significant
accounting policies and other explanatory information.

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, Chapter 50 (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 financial statements 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 judgment, 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 the 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.

Opinion

In our opinion, the financial statements 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
financial position of the company as at 31 March 2016, and of the financial performance, changes
in equity and the cash flows of the company for the year ended on that date.

Emphasis of matter
Breach of Covenant

At 31 March 2016, the Company has breached certain banks' financial covenants as disclosed in Note
10. The bank will levy a penalty of 0.5% p.a and have the right to review the account and stipulate
additional conditions including pricing. Our opinion is not modified in respect of this matter.

10, JALAN BESAR #10-12, SIM LIM TOWER, SINGAPORE 208787.
TEL: (065) 6293 8089/6293 8370 / 6293 8047 / 6293 0732 FAX: (065) 6293 5756 Email: soma@nra.com.sg Web: www.nra.com.sg
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G. Natarajan, P.S. Somasekharan, D. Govindaraj

MGI is a worldwide association of independent auditing, accounting and consulting firms.
Each member firm undertakes no responsibility for the activities, work, opinions or service of the other member firms.
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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 have

been properly kept in accordance with the provisions of the Act.
u\/ld |W &r ,f/t,/

Singapore MGI N RAJAN ASSOCIATES
Date: 12 MAY 2016 PUBLIC ACCOUNTANTS
R AND CHARTERED ACCOUNTANTS
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MERCATOR OFFSHORE HOLDINGS PTE LTD
(Incorporated in the Republic of Singapore)

STATEMENT OF FINANCIAL POSITION AS AT 31MARCH 2016

Non-Current Assets
Property, plant and equipment

Current Assets
Cash and cash equivalents
Trade and other receivables

Total Assets

LIABLITIES & EQUITY
Non-Current Liabilities
Borrowings

Current Liabilities

Borrowings

Amount due io ullimate holding company
Amount due to immediate holding company
Amount due fo fellow-subsidiary

Trade and other payables

Total liahilities
Equity

Issued capital
Retained profits

Total Liablities & Equity

NOTE

o«

10

10
11
12
13
14

15

2016 2015
uss$ uss
82,568,563 84,645,203
82,568,563 84,645,203
52,050 1,769,499
2,578,904 3,256,764
2,630,954 5,026,263
85,199,517 89,671,466
68,654,819 71,312,874
3,853,055 3,849,942
1,266,050 326,050
3,071,608 2,098,173
143 -
1,446,982 1,344,943
9,637,838 7,619,108
78,292,657 78,931,082
3,000,158 3,000,158
3,906,702 7,739,326
6,906,860 10,739,484
85,199,517 89,671,466

(The annexed notes form an integral part of and should be read in conjunction with these financial

statemenis.)



MERCATOR OFFSHORE HOLDINGS PTE. LTD.
{Incorporated in the Republic of Singapore)

STATEMENT OF PROFIT OR 1.05S AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2015

NOTE
REVENUE- Charter Hire Income 3
Depreciation
Staff Cost 21
Crew expenses
Insurance
Finance Cost 4
Bank charges
Other operating expenses
(Loss) before tax 5
Tax expense 6

Other comprehensive income
Toial comprehensive income

2016 2015

Us$ us$
8,340,360 9,429,222
8,340,360 9,429,222
(4,326,527)  (3,956,480)
(155,133) (115,409)
(1,576,198)  (1,456,200)
(637,337) (594,805)
(4,600,812)  (4,572,668)
(2,171) {1,950)
(874,806)  (2,106,907)
(3,832,624)  (3,375,197)
(3,832,6-24) (3,375,1_97)
(3,832,(;24) (3,375,1_97)

(The annexed notes form an integral part of and should be read in conjunction with these

financial statements.)



MERCATOR OFFSHORE HOLDINGS PTE. LTD.

(Incorporated in the Republic of Singapore)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH 2016

Balance at 31 March 2014
Total comprehensive income
Balance at 31 March 2015
Total comprehensive income
Balance at 31 March 2016

Issued Retained

capital profits Total
uss uss uss

3,000,158 11,114,523 14,114,681
- (3,375,197) (3,375,197)
3,000,158 7,739,326 10,739,484
- {3,832,624) (3,832,624)
3,000,158 3,906,702 6,906,860

{The annexed notes form an integral part of and should be read in conjunction with these financial

statements.)



MERCATOR OFFSHORE HOLDINGS PTE. LTD.
{Incorporated in the Republic of Singapore)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH 2016

NOTE

Cash flows from operating activities

Net (l.oss) before taxation

Adjustment for:

Depreciation

Amortisation of Borrowing cost

Letter of comfort charges

Interest on Borrowings

Operating profit before working capital changes
Increase in trade and other payables

Decrease/ (Increase) in trade and other receivables
Amount due from ultimate holding company
Amount due to co-subsidiary

Cash generated/(used in ) from operating activites

Cash flows from investing activities
Dry docking for the vessel - Property, plant and equipment
Net cash (used in) investing activities

Cash flows from financing activities
Borrowings

Amount due to immediate holding company
Interest on borrowings

Letter of comfort charges

Net cash generated from financing activities

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at the end of year 8

(The annexed notes form an integral part of and should be read in conjunction with these financial

statementis.)

2016 2015
uss$ Us$
(3,832,624) (3,375,197)
4,326,527 3,956,480
150,058 158,986
1,035,000 1,196,634
3,415,754 3,207,048
5,094,715 5,143,951
102,039 682,346
677,860 (796,020)
940,000 1,999,028
143
6,814,757 7,029,305
(2,249,887) -
(2,249,887) -
{4,000,000) (2,000,000)
2,168,435 1,029,232
(3,415,754) (3,207,048)
(1,035,000) (1,196,634)
(6,282,319) (5,374,450)
(1,717,449) 1,654,855
1,769,499 114,644
52,050 1,769,499




MERCATOR OFFSHORE HOLDINGS PTE LTD
(Incorporated in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS ~31 MARCH 2016

These notes form an integral part of and should be read in conjunction with the accompanying
financial statements

1.

GENERAL INFORMATION

The Company's immediate holding Company is Mercaior |nternational Pte Lid, a Company
incorporated in Singapore and ultimate holding Company is Mercator Limited, a company
incorporated in India.

The financial statements of the Company for the year ended 31 March 2016 were
authorised for issue in accordance with a resolution of the direciors on the date of the
Staternent by Directors.

The Company is incorporated as a Private Company Limited by Shares and domiciled in
the Republic of Singapore.

The principal activities of the Company are that of shipping lines, chartering of ships,
barges and boais with crew,

The company's registered office is located at:-

8, Temasek Boulevard
#07-01

Suniec Tower Three
Singapore - 038988

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1

BASIS OF PREPARATION

The financial statements have been prepared in accordance with Singapore Financial
Reporting Standards (FRS) as required by the Companies Act. The financial statements
have been prepared under the historical cost convention except as disclosed in the
accounting policies below.

The preparation of the financial staiements in conformity with Singapore Financial
Reporting Standards requires using of estimates and assumptions that affect the reported
amounts of assets and liabilittes and disclosure of contingent assets and liabilities at the
date of the financial statements and reported amounts of revenues and expenses during
the financial period. The Company has assessed that there are no estimates or
judgements used that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

Adoption of new and revised standards

On 1 April 2015, the company has adopied all the new and revised FRS and Interpretations
of FRS (“INT FRS") that are relevant to its operations and effective for annual periods
beginning on or after April 1, 2015.The adoption of these new/revised FRS and INT FRS
does not result in changes to the Company's accounting policies and has no material effect
on the amounts reported for the current or prior years.

10



MERCATOR OFFSHORE HOLDINGS PTE LTD
(Incorporated in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS ~21 MARCH 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.2

Significant accounting estimates and judgements

The preparation of the Company's financial statements requires management fo make
judgements, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of contingent liabilities at the reporting
date. However, uncertainty about these assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying amount of the asset or liability affected
in the future.

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at
the balance sheet date, that have a significant risk of causing a material adjustment to the
carrying amounts of assefs and liabilities within the next financial year are discussed below:

Useful life of property, plant and equipment

The cost of property, plant and equipment is depreciated on a sfraight-line basis over the
assets useful lives. Management estimates the useful lives of these property, plant and
equipment is 25 years from the initial date of delivery from ship yard and the scrape value as
US$20,279,250. Changes in the expected level of usage and technological development could
impact the economic useful lives and the residual values of these assets, therefore future
depreciation charges could be revised. The carrying amount of the Company’s property, plant
and equipment at 31 March 2016 was U$82,568,563 (31 March 2015: U$84,645,203).

FINANCIAL ASSETS

Initial recognition and measurement

Financial assets are recognised when, and only when, the Company becomes a party to the
contractual provisions of the financial instrument. The Company determines the classification
of its financial assets at initial recognition.

When financial assets are recognised initially, they are measured at fair value, plus, in the
case of financial assets not at fair value through profit or loss, directly atiributable transaction
costs.

The Company has the following non-derivative financial assets: loans and receivables
Subsequent measurement
Loans and receivables
Non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market are classified as loans and receivables. Subsequent to initial recognition, loans
and receivables are measured at amortised cost using the effective interest method, less

impairment. Gains and losses are recognized in profit or loss when the loans and receivables
are derecognised or impaired, and through the amortisation process,

M



MERCATOR OFFSHORE HOLDINGS PTE LTD
{(Incorporated in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS -31 MARCH 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.2

2.3

24

a)

b)

FINANCIAL ASSETS (cont'd)
Loans and recefvables

Loans and receivables comprise loan to the holding company, trade and other receivables,
and cash and cash equivalents.

Cash and cash equivalent comprise cash at banks and on hand.
De-recognition

A financial asset is derecognised when the contractual right to receive cash flows from the
asset has expired. On de-recognition of a financial asset in its entirety, the difference
between the carrying amount and the sum of the consideration received and any cumulative
gain or loss that has been recognised in other comprehensive income is recognised in profit
orloss.

CURRENCY TRANSLATION

Transactions in foreign currencies are measured in the functional currency of the company,
United States Dollar and are recorded on initial recognition in the functional currency at
exchange rates approximating those ruling at the transaction dates. Monetary assets and
liabilities denominated in foreign currencies are translated at the rate of exchange ruling at
the reporting date. Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates as at the dates of the initial
transactions. Nan-monetary items measured at fair value in a foreign currency are fransiated
using the exchange rates at the date when the fair value was measured. Exchange
differences arising on the settlement of monetary items or on translating monetary items at
the reporting period are recognized in profit or loss.

TAXATION
Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authority. The tax rates and tax
laws used {o compute the amount are those that are enacted or substantively enacted at the
reporiing date. Current income taxes are recognised in profit or loss except to the extent that
the

tax relates {o items recognised outside profit or loss, either in other comprehensive income or
directly in equity. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and
establishes provisions where appropriate

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the reporting
date between the tax hases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax assets are recognized for all deductible temporary differences, the carry forward
of unused tax credits and unused tax losses, to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences, and the carry
forward of unused fax credits and unused tax losses can be utilized.

12



MERCATOR OFFSHORE HOLDINGS PTE LTD
(Incorporated in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS -31 MARCH 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.4

2.5

2.6

2.7

TAXATION (cont’'d)

The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow ali or part of the deferred tax asset to be utilized. Unrecognised deferred tax
assets are reassessed at the end of each reporting period and are recognised to the extent
that it has become probabie that future taxable profit will allow the deferred tax asset o be
recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the end of each reporting period.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to set off current income tax assefs against current income tfax liabilities and the deferred
taxes relate fo the same taxable entity and the same taxation autharity.

TRADE AND OTHER PAYABLES

Trade and other payables are initially recognized at {air value, and subsequently carried at
amortised cost, using the effective interest method.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand and banks and are subject to an
insignificant risk of changes in value. These also include bank overdrafts that form an integral
part of the Company’s cash management.

RELATED PARTY
A party is considered to be related to the Company if:-
a)  The party directly or indirectly through one or more intermediaries,

i} controls, is controlled by, or is under common control with, the Company;
i) has an interest in the Company that gives it significant influence over the
Company; or
i} has joint control over the Company;

b)  The party is an associate;
c} The party is a jointly-controlied entity;
d) The party is a member of the key management personnel of the Company or its parent;

e) The party is a close member of the family of any individual referred to in a) or d);
or

) The party is an entity that is controlled, jointly conirolled or significantly influenced by or
for which significant voting power in such entity resides with, directly or indirectly
referred to in d) or e); or

gl The party is a post-employment benefit plan for the benefit of the employees of the
Company, or of any entity that is a related party of the Company.

13



MERCATOR OFFSHORE HOLDINGS PTE LTD
(Incorporated in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS —-31 MARCH 2016

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.8

29

2.10

2.1

212

PROVISIONS

Provisions are recognized when the Company has a present obligation (legal or constructive)
as a result of a past event, it is probable that an outfiow of resources embodying economic
benefits will be required to settle the obligation and the amount of the obligation can be
estimated reliably.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the
current best estimate. If it is no longer probable that an outflow of economic resources will be
required

to settle the obligation, the provision is reversed. If the effect of the time value of money is
material, provisions are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specific to the liability. When discounting is used, the increase in the
provision due to the passage of time is recognized as a finance cost.

SHARE CAPITAL

Proceeds from issuance of ordinary shares are recognised as share capital in equity.
Incremental costs directly attributable to the issuance of ordinary shares are deducted
against share capital.

FAIR VALUE ESTIMATION OF FINANCIAL ASSETS AND LIABILITIES

The fair values of current asseis and liabilities carried at amortised cost approximate their
carrying amounts.

BORROWINGS

All loans and borrowings are initially recognized at fair value, net of fransaction costs
incurred. Borrowings are subsequently stated at amortised cost. Any difference between the
proceeds (net of fransactions costs) and the redempiion value is recegnized in the income
statement over the period of the borrowings using the effective interest method.

Borrowings which are due to be setiled within 12 months after the balance sheet date are
presented as current borrowings even though the original term was for a period longer than
12 months and an arrangement te refinance, or reschedule payments, on a [ong term basis is
completed after the balance sheet date and before the financial statements are authorized for
issue. Other borrowings due to be settled more than 12 months after the balance sheet date
are presented as non- curreni borrowings in the balance sheet. Trade and other payables
and interest bearing borrowings are stated at cost. Interest bearing borrowings are
recognised initially at cost less aftributable transaction costs. Subsegquent to initial
recognition, interest — bearing borrowings are stated at amortised cost with any difference
between cost and redemption value being recognised in profit & loss account over the period
of the borrowings on effective interest basis.

BORROWING COSTS

All borrowing costs are recognized in profit or loss in the period in which they are incurred.

14



MERCATOR OFFSHORE HOLDINGS PTE LTD
(Incorporated in the Republic of Singapore)

NOTES TO THE FINANCIAL STATEMENTS —-31 MARCH 2016

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

213

2.14

2.16

GOING CONCERN

The company has net loss after tax US$ 3,832,624 (2014: US$ 3,375,197) and excess of
current liabilities over current assets by US$7,006,884 (2014: US$ 2,582,845) for the year.
The financial statements have been prepared on the basis that the company is a going
concern as the immediate holding company and ultimate holding company has given financial
support by way of subordination of its loan and interest until the bank loan is fully repaid.

PROPERTY, PLANT AND EQUIPMENT

All items of property, plant and equipment are initially recorded at cost. Subsequent to
recognition, property, plant and equipment are stated at cost less accumulated depreciation
and any accumulated impairment losses. The cost of property, plant and equipment inciudes
its purchase price and any costs directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in the manner intended by management.
Dismanilement, removal or resioration costs are included as part of ithe cost of property,
plant and equipment if the obligation for dismantlement, removal or restoration is incurred as
a consequence of acquiring or using the property, plant and equipment.

Depreciation is computed on a straight-line basis over the estimated useful lives of the assets
as follows:

Marine Vessels; 25 years from the date of initial delivery form the shipyard
Motor Vehicle: 5 years
Office equipment: 5 Years

Furniture and Fittings: 5 Years

The carrying values of property, plant and equipment are reviewed for impairment when
events or changes in circumstances indicate that the carrying value may not be recoverable.

The useful lives, residual values and depreciation method are reviewed at the end of each
Reporting period, and adjusted prospectively, if appropriate.

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected from ifs use or disposal. Any gain or loss on derecognition
of the assei is included in profit or loss in the year the asset is derecognized.

Dry docking Costs

The Company's vessels are generally required to be drydocked every 30 to 36 months for
major repairs and maintenance that cannct be performed while the vessels are in operation.
The Company follows the deferral method of accounting for drydocking costs whereby actual
costs incurred are deferred and are amortized on a straight-line basis over the period through
the date the next drydocking is scheduled to become due. Unamortized drydocking cosis of
vessels that are sold are written off against income in the year of the vessel's sale.

REVENUE RECOGNITION

Revenue is recognised to the extent that it is probable that the economic benefits will flow to
the Company and the revenue can be reliably measured, regardiess of when the payment is
made. Revenue is measured at the fair value of consideration received or receivable, taking
into account contractually defined terms of payment and excluding taxes or duty. Revenue is
recognized as follows:
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