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Medserv Operations Limited

Directors’ Report

For the Year Ended 31 December 2013

The directors present their report of Medserv Operations Limited (the “Company”) for the year
ended 31 December 2013.

Board of directors

Anthony S Diacono

Anthony J Duncan

Johannes Jacobus van Leeuwen

Joseph F X Zahra

Joseph Zammit Tabona (appointed 28 February 2014)
David Roberts (deceased on 5 July 2013)

Principal activities

The Company is engaged in the provision of a comprehensive logistical support and service base
for the offshore oil and gas industry.

Review of business development and financial position
During the year, the Company registered an operating profit of €466,059 (2012: operating i0ss
€636,832). After charging net financing expenses of £€184,112 (2012: €164,891) the profit for the

year before taxation amounted to €281,947 (2012: loss before taxation of €801,723). After
accounting for taxation, the profit for the year amounted to €589,104 (2012: loss of €12,437).

As at 31 December 2013, the Company reported a net asset position amounting to €4,724,169
(2012: €4,135,065) and a positive short term liquidity position of €2,061,836 (2012: negative
working capital of €1,411,081). Trade and other payables reported in the statement of financial
position as at 31 December 2013 included a balance payable to the parent company amounting
10 €5,096,327 (2012: €842,367).

Dividends
No final dividend is being recommended.

Reserves

During the year, transfers from retained earnings to statutory reserve amounted to €566,880 in
accordance with the requirements of the Companies Act., 1995.

proved by the Board of Directors on 28 March 2014 and signed on its behalf by:

AnthoFﬁ J Duncan
Chairman Director
Registered Office

Port of Marsaxlokk
Birzebbugia
Malta



Medserv Operations Limited

Directors’ Responsibility for the Financial Statements

The Companies Act, 1995 (Chapter 386, Laws of Malta) (the “Act”) requires the directors of
Medserv Operations Limited (the “Company”) to prepare financial statements for each financial
period which give a true and fair view of the financial position of the Company as at the end of
the financial period and of the profit or loss of the Company for that period in accordance with the
requirements of International Financial Reporting Standards as adopted by the EU.

The directors are responsible for keeping proper accounting records which disclose with
reasonable accuracy, at any time, the financial position of the Company and to enable them to
ensure that the financial statements have been properly prepared in accordance with the
provisions of the Act.

The directors are also responsible for safeguarding the assets of the Company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

The directors, through oversight of management, are responsible to ensure that the Company
establishes and maintains internal control to provide reasonable assurance with regard to
reliability of financial reporting, effectiveness and efficiency of operations and compliance with
applicable laws and regulations.

Management is responsible, with oversight from the directors, to establish a control environment
and maintain policies and procedures to assist in achieving the objective of ensuring, as far as
possible, the orderly and efficient conduct of the Company’'s business. This responsibility
includes establishing and maintaining controls pertaining to the Company’s objective of preparing
financial statements as required by the Act and managing risks that may give rise to material
misstatements in those financial statements. In determining which controls to implement to
prevent and detect fraud, management considers the risks that the financial statements may be
materially misstated as a result of fraud.

Signed on behalf of the Board of Directors by:

»

Anthony S Diacono
Chairman

Anthony J Duncan
Director



Medserv Operations Limited

Statement of Financial Position

As at 31 December 2013

ASSETS

Property, plant and equipment
Deferred tax assets

Total non-current assets
Inventories

Trade and other receivables
Cash at bank and in hand

Total current assets

Total assets

Note

1
12

13
14
15

2013 2012

€ €
7,629,662 4,333,469
4,500,000 4,192,843
12,129,662 8,526,312
- 73,671
3,167,020 3,177,213
5,151,734 16,382
8,308,754 3,267,266
20,438,416 11,793,578

The notes on pages 9 to 46 are an integral part of these financial statements.



Medserv Operations Limited

Statement of Financial Position (continued)

As at 31 December 2013

2013 2012
Note € €
EQUITY
Share capital 16 232,940 232,940
Statutory reserve 16 4,469,005 3,902,125
Retained earnings 22,224 -
Total equity 4,724,169 4,135,065
LIABILITIES
Amounts due to parent company 17 9,430,245 2,000,000
Loans and borrowings 18 - 943,214
Provisions 19 37,084 36,952
Total non-current liabilities 9,467,329 2,980,166
Loans and borrowings 18 - 2,259,847
Trade and other payables 20 6,246,918 2,418,500
Total current liabilities 6,246,918 4,678,347
Total liabilities 15,714,247 7,658,513
Total equity and liabilities 20,438,416 11,793,578

The notes on pages 9 to 46 are an integral part of these financial statements.

The financial statements on pages 3 to 46 were approved and authorised for issue by the Board
of Directors on 28 March 2014 and signed on its behalf by:

\J-'r\/‘"""—"“' . 4

~

Anthony\S Diacono Anthony J Duncan
i Director
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Medserv Operations Limited

Statement of Profit or Loss and Other Comprehensive Income

For the Year Ended 31 December 2013

Revenue
Cost of sales

Gross profit

Other income

Administrative expenses

Other expenses

Results from operating activities
Finance income

Finance costs

Net finance costs

Profit / {loss) before income tax
Tax income

Profit / (loss) for the year

Total comprehensive income for the year

Note

~J

10

2013 2012

€ €
6,571,222 6,284,176
(4,830,128) (5,633.613)
1,741,093 750,563
12,353 20,939
{1,284,710) (1,405,039}
{2,677) {3.295)
466,059 (636,832)
12,675 -
{196,787) {164,891)
(184,112) (144,891)
281,947 {801,723)
307,157 789,286
589,104 (12,437}
588,104 (12,437)

The notes on pages 9 to 46 are an integral part of these financial statements.



IVledserv Operations Limited

Statement of Changes in Equity

For the Year Ended 31 December 2013

Balance at 1 January 2012

Total comprehensive income for the year
Loss for the year

Contributions by and distributions to owners
Transfer from retained earnings

Balance at 31 December 2012

Balance at 1 January 2013

Total comprehensive income for the year
Profit for the year

Contributions by and distributions to owners

Transfer from retained earnings

Balance at 31 December 2013

Share Statutory
capital reserve
£ €
232,940 3,362,910
539,215

232,940 3,902,125
232,940 3,902,125
566,880

232,940 4,469,005

Retained Total

garnings equity

£ €

551,662 4,147,502

{12,437) {12,437)
(539,215}

4,135,065

4,135,065

588,104 589,104
{566,880}

22,224 4,724,169

The notes on pages 9 to 46 are an integral part of these financial statements.



Mledserv Operations Limited

Statement of Cash Flows

For the Year Ended 31 December 2013

Cash flows from operating activities

Profit / (loss) for the year

Adjustments for:

Depreciation

Bad debts written off

(Gain)/ loss on exchange fluctuations

Revarsal of impairment loss on other receivables

Recognition of impairment loss on trade receivables
Provision for discounted future gratuity payments

Interest payable
Interest receivable
Tax income

Change in inventories

Change in trade and other receivahles
Change in trade and other payables
Change in related party balances

Cash generated from operating activities
Interest paid

Net cash from / (used in) operating activities

Balance carried forward

Note

2013 2012

€ €
589,104 (12,437)
285,054 308,985
8,575 118,534
{260) 6,286

- 15,166
(9,763) (118,534)
132 8,763

196,787 164,891
(12,675) -
(307,157} {789,286}
759,797 {297,632}
73.671 {73,671}
(48,219) 668,156
{609,301) (383,901)
5,972,621 139,062
6,148,669 52,014
(111,899} (88,045)
6,036,670 (36,031)
6,036,670 {36,031)

The notes on pages 9 to 46 are an integral part of these financial statements.



Medserv Operations Limited

Statement of Cash Flows (continued)

For the Year Ended 31 December 2013

Note
Balance brought forward

Cash flows from investing activities
Acquisition of property, plant and equipment
Advances to fellow subsidiary

Net cash used in investing activities

Cash flows from financing activities

l oan advanced by bank

Repayment of bank lcans

Interest paid on bank loan

Funds advanced by parent

Repayment of funds advanced by parent

Net cash from financing activities

Net increase / decrease in cash and cash
equivalents

Cash and cash equivalents at 1 January

Effect of exchange rate fluciuations on cash held

Cash and cash equivalents at 31 December 15

2013 2012

€ €
6,036,670 {36,031)
(3,499,338) (1,232,629)
- (70,731)
(3,499,338) (1,303,360}
2,172,909 834,578
(3.569,259) (308,040)
(60,865) (62,462)
6,701,376 -
(842,367} -
4,401,794 464,076
6,939,126 (875,315)
(1,790,378) (912,050}
(2,986) {2,964}
5,151,734 (1,790,329}

The notes on pages 9 ic 46 are an integral part of these financial statements.



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013
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Medserv p.l.c.

Notes to the Financial Statements

For the Year Ended 31 December 2013

2.1

2.2

2.3

2.4

Reporting entity

Medserv Operations Limited {the “Company”) is a limited liability company domiciled and
incorporated in Malta.

Basis of preparation
Statement of compliance

The financial statements have been prepared in accordance with International Financial
Reporting Standards as adopted by the EU (“the applicable framework”). All references
in these financial statements to IAS, IFRS or SIC / IFRIC interpretations refer to those
adopted by the EU. They have also been drawn up in accordance with the provisions of
the Companies Act, 1995 {Chapter 386, Laws of Malta (the "Act”).

Basis of measurement

The financial statements have been prepared on the historical cost basis. The methods
used to measure fair values for disclosure purpose are discussed in note 21,

Functional and presentation currency

These financial statements are presented in Euro (€), which is the Company's functional
currency.

Use of estimates and judgements

The preparation of the financial statements in conformity with IFRSs requires
management to make judgements, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimates are revised and
in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amounts
recognised in the financial statements is included in the following notes:

Note 12 — Recognition of deferred tax asset on investment tax credits;
Note 11 — Capitalisation of expenses; and
Note 14 — Deferral of costs directly attributable 1o service contracts.

10
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Medserv p.l.c.

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.1

3.2

3.2.1

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods
presented in these financial statements.

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of Group the
Company at exchange rates at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies at the reporting date are retranslated to the
functional currency at the exchange rate at that date. The foreign currency gain or loss on
monetary items is the difference between amortised cost in the functional currency at
the beginning of the year, adjusted for effective interest and payments during the year,
and the amortised cost in foreign currency translated at the exchange rate at the end of
the year. Foreign currency differences arising on retranslation are recognised in profit or
loss. Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

Financial instruments

The Company classifies non-derivative financial assets and non-derivative financial
liabilities into the categories of 'loans and receivables” and 'other financial liabilities’,
respectively.

Non-derivative financial assets ~ recognition and derecognition

The Company initially recognises non-derivative financial assets on the date that they are
originated.

The Company derecognises a financial asset when the contractual rights to the cash
flows from the asset expire, or it transfers the rights to receive the contractual cash
flows on the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred. Any interest in transferred
financial assets that is created or retained by the Company is recognised as a separate
asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Company has a legal right to offset the
amounts and intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

At reporting date, the Company's loans and receivables comprise amounts due from
fellows subsidiaries, cash and cash equivalents and trade and other receivables.

11



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.2

3.2.2

3.2.3

3.2.4

Significant accounting policies (continued)

Financial instruments {continued)
Non-derivative financial liabilities - recognition and derecognition

Financial liabilities are recognised initially on the trade date at which the Company
becames a party to the contractual provisions of the instrument.

The Company derecognises a financial liability when its contractual obligations are
discharged, cancelled or expire.

Financial assets and liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Company has a legal right to offset the
amounts and intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously.

The Company's non-derivative financial liabilities comprise, loans and borrowings, a bank
overdraft, amounts due to the parent company and trade and other payables.

Non-derivative financial assets - measurement
Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are
not quoted in an active market. Such assets are recognised initially at fair value plus any
directly attributable transaction costs. Subsequent to initial recognition, loans and
receivables are measured at amortised cost using the effective interest method, less any
impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, bank balances and call deposits, as
well as a bank overdraft that is repayable on demand and formed an integral part of the
Company's cash management.

Non-derivative financial liabilities - measurement

Non-derivative financial liabilities are recognised initially at fair value less any directly
attributable transaction costs. Subsequent to initial recognition these financial liabilities
are measured at amortised cost using the effective interest method.

A bank overdraft that was repayabie on demand and formed an integral part of the

Company's cash management was included as a component of cash and cash
equivalents for the purpose of the statement of cash flows.

12
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.2

3.2.5

33

3.3.1

3.3.2

Significant accounting policies {(continued)
Financial instruments {continued)
Share capital

Share capital consists of ordinary shares that are classified as equity. Incremental costs
directly attributable to the issue of ordinary shares are recognised as a deduction from
equity, net of any tax effects,

Property, plant and equipment
Recognition and measurement

ltems of property, plant and equipment are measured at cost less accumulated
depreciation and accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost of materials and direct fabour, any other
costs directly attributable to bringing the assets to a working condition for their intended
use, the costs of dismantling and removing the items and restoring the site on which
they are located, and capitalised borrowing costs. Purchased software that is integral to
the functionality of the related equipment is capitalised as part of that equipment,

When parts of an item of property, plant and equipment have different useful iives, they
are accounted for as separate items (major components) of property, piant and
equipment.

The gain or loss on disposal of an item of property, plant and equipment is determined by
comparing the proceeds from disposal with the carrying amount of the property. plant
and eguipment and is recognised net within “other income” or “other expenses” in
profit or loss.

Subsequent costs

The cost of replacing a component of an item of property, plant and equipment is
recognised in the carrying amount of the item if it is probable that the future economic
henefits embodied within the component will flow to the Company and its cost can be
measured reliably. The carrying amount of the replaced part is derecognised. The cost of
the day-to-day servicing of property, plant and equipment are recognised in profit or loss
as incurred.

13
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.3

3.3.3

3.4

Significant accounting policies {continued)
Property, plant and equipment (continued)
Depreciation

Deprecation is based on the cost of an asset less its residual value. Significant
components of individual assets are assessed and if a component has a useful life that is
different from the remainder of that asset, that component is depreciated separately.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated
useful lives of each component of an item of property, plant and equipment. Property
developed and related improvements made on leased land are depreciated over the
shorter of the land’s iease term and the useful lives of the building and improvements
unless it is reasonably certain that the Company will obtain ownership of the land by the
end of the lease term.

A charge equivalent to a full year's depreciation is provided for during the year in which
the property, plant and equipment is first brought to use and none during the year in
which the item is disposed of or scrapped. No depreciation is recognised on items of
property, plant and equipment which are not yet in use.

The estimated useful lives for the current and comparative periods are as follows:

¢ buildings 10-48 vyears
e furniture and fittings 10 vears
¢ health and safety equipment 5 vears
» office and computer egquipment 5 vyears
¢ plant and equipment 8 vyears
¢ motor vehicles 4 vyears

Depreciation methods, useful lives and residual values are reviewed at each financial
year-end and adjusted if appropriate.

Leased assets

Leases in terms of which the Company assumes substantially all the risks and rewards of
ownership are classified as finance leases. Upon initial recognition the leased asset is
measured at an amount equal to the lower of its fair value and the present valuse of the
minimum lease payments. Subsequent to initial recognition, the asset is accounted for
in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and are not recognised in the Company’s statement of
financial position.

14
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.5

3.6

3.6.1

Significant accounting policies {continued)
Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of
inventories is based on the first-in first-out principle, and includes expenditure incurred in
acquiring the inventories and other costs incurred in bringing them to their existing
location and condition. Net realisable value is the estimated selling price in the ordinary
course of business, less the estimated costs of completion and estimated cosis
necessary to make the sale.

Impairment
Non-derivative financial assets

A financial asset not carried at fair value through profit or loss is assessed at each
reporting date to determine whether there is objective evidence that it is impaired. A
financial asset is impaired if objective evidence indicates that a loss event has occurred
after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated raliably.

Objective evidence that financial assets are impaired can inciude default or delinquency
by a debtor, restructuring of an amount due to the Company on terms that the Company
would not consider otherwise, indications that a debtor or issuer will enter bankruptey,
economic conditions that correlate with defaults or the disappearance of an active market
for a security. In addition, for an investment in an equity security, a significant or
prolonged decline in its fair value below its cost is objective evidence of impairment.

The Company considers evidence of impairment for receivables at a specific asset level.
All individually significant receivables are assessed for specific impairment.

An impairment loss in respect of a financial asset measured at amortised cost is
calculated as the difference betwesn its carrying amount and the present value of the
estimated future cash flows discounted at the asset's criginal effective interest rate.
Losses are recognised in profit or loss and reflected in an allowance account against
receivables. Interest on the impaired asset continues to be recognised. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in
impairment loss is reversed through profit or loss.

15
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.6

3.6.2

3.7

3.7.1

3.7.2

Significant accounting policies (continued)
Impairment {continued)
Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax
assets, are reviewed at each reporting date to determine whether there is any indication
of impairment. If any such indication exists, then the asset's recoverable amount is
estimated. An impairment loss is recognised if the carrying amount of an asset or its
related cash-generating unit (CGU) exceeds its estimated recoverable amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are
discounted to their present value using & pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. For
the purpose of impairment testing, assets that cannot be tested individually are grouped
together into the smallest group of assets that generates cash inflows from continuing
use that are largely independent of the cash inflows of other assets or CGU.

The Company's corporate assets do not generate separate cash inflows. If there is an
indication that a corporate asset may be impaired, then the recoverable amount is
determined for the CGU to which the corporate asset belongs.

Impairment losses are recognised in profit or loss. fmpairment losses recognised in prior
periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss
is reversed only to the extent that the asset's carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if
no impairment loss had been recognised.

Employee benefits
Defined contribution plans

The Company contributes towards the State defined contribution plan in accordance with
local legislation and to which it has no commitment beyond the payment of fixed
contributions. Obligations for contributions to the defined contribution plan are
recognised in profit or loss as incurred.

Other long-term employee benefits

The Company's net obligation in respect of long-term employee benefits is the amount
of future benefit that employees have earned in return for their service in the current and
prior periods; that benefit is discounted to determine its present value, and the fair value
of any related assets is deducted. The discount rate is the vield at the reporting date on
German Government Bonds that have maturity dates approximating the terms of the
Company's obligations.

16
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.8

3.8.1

3.8.2

3.8

310

n

Significant accounting policies {continued)
Revenue
Services rendered

Revenue from services rendered is recognised in profit or loss in proportion to the stage
of completion of the transaction at the reporting date. The stage of completion is
assessed by reference to surveys of work performed.

Goods sold

Revenue from the sale of goods in the course of ordinary activities is measured at the
fair value of the consideration received or receivable, net of returns, trade discounts and
volurme rebates. Revenue is recognised when persuasive evidence exists, usually in the
form of an executed sales agreement, that the significant risks and rewards of ownership
have been transferred to the buver, recovery of the consideration is probable, the
associated costs and possible return of goods can be estimated reliably, there is no
continuing management involvement with the goods, and the amount of revenue can be
measured reliably. If it is probable that discounts will be granted and the amount can be
measured refiably, then the discount is recognised as a reduction of revenue as the sales
are recognised.

The timing of the transfers of risks and rewards occurs when the product is lcaded onto
the client's vessel. Generally for such products the customer has no right of return.

Lease payments

Payments made under operating ieases are recognised in profit or loss on a straight-line
basis over the term of the lease.

Foreign currency gains and losses

Foreign currency gains and losses are reported on a net basis as either “other income”
or "other expenses” depending on whether foreign currency movement is in a nat gain
or net loss position.

Finance income and finance cost

Finance costs comprise interest expense on horrowings. Borrowing costs that are not
attributable to the acquisition, construction or preduction of a qualifying asset are

recognised in profit or loss using the effective interest method.

Finance income comprises interest income recognised on financial assets. Interest
income is recognised as it accrues in profit or loss, using the effective interest method.

17
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

3.1z

3.13

3.14

Significant accounting policies {continued)
Government grants

Grants that compensate the Company for expenses incurred are recognised in profit or
loss as other income on a systematic basis in the periods in which the expenses are
recognised.

Income tax

Income tax expense comprises current and deferred tax. Current tax and deferred tax
are recognised in profit or loss except to the extent that they relate to items recognised
directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for
the year, using tax rates enacted or substantively enacted at the reporting date, and any
adjustment to tax payable in respect of previous years. Current tax payable aiso includes
any tax liability arising from the declaration of dividends.

Deferred tax is recognised in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is measured at the tax rates that are expected to be
applied to temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset
current tax liabilities and assets, and they relate to income taxes levied by the same tax
authority an the same taxable entity, or on different tax entities, but they intend to setile
current tax liabilities and assets on a net basis or their tax assets and liabilities will be
realised simultaneously.

A deferred tax asset is recognised for unutifised tax losses, tax credits and deductible
temporary differences, to the extent that it is probable that future taxable profits will be
available against which they can be utilised. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the refated
tax benefit will be realised.

Unrealised profits
Part || of the Third Schedule to the Act requires that only profits realised at the reporting
date may be included as part of retained earnings available for distribution. Any

unrealised profits at this date, taken to the credit of the income statement, are
transferred to non-distributable reserves.

18
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

4 New standards and interpretations not yet adopted
A number of new standards, amendments to standards and interpretations are effective
for the annual periods beginning after 1 January 2013, and have not been applied in

preparing these financial statements. None of these is expected to have a significant
effect on the financial statements of the Company.

5 Revenue

Revenue is stated after deduction of sales rebates and indirect taxes.

6 Other income and other expenses
6.1 Other income
2013 2012
€ €
Realised operating exchange gain 6,119 8.471
Government grant 6,234 12,468
12353 20,939

6.2 Other expenses

Other expenses incurred in the current and comparative years represented unrealised
operating exchange losses.

7 Expenses by nature
74 2013 2012
Note € £
Direct cost of services 3,144,862 3,868,080
Employee benefit expense 8 1,474,660 1,633,703
Depreciation M 295,054 308,985
Professional fees 171,130 112,266
Travelling and telecommunications 230,575 383,623
Repairs and maintenance expenses 275,620 108,217
Rent 259,778 228,110
Insurance 99,464 116,153
Other expenses 107,435 179,515
Intra group charges 56,251 -
Total cost of sales and administrative expenses 6,114,839 6,938,652

19
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 Decemhber 2013

7.2

Expenses by nature {continued}

Administrative expenses include auditors’ remuneration amounting to €23,200.

Personnel expenses

Personnel expenses incurred by the Company during the year are analysed as follows:

Directors’ emoluments:
Salaries
Fees

Woages and salaries
Social security contributions

Recharged to fellow subsidiary
Government grant - employment aid

2013 2012

€ €

216,798 216,798
38,436 38,436
255,234 255,234
1,209,568 1,209,568
72,130 72,130
1,536,932 1,536,932
{3,229) (3,229)
1,633,703 1,633,703

The weekly average number of persons employed by the Company during the year was

as follows:

Operating
Management and administration

2013

No.

| o3
w oo

47

20

2012
No.

38
9
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9 Finance income and finance costs
2013 2012
€ £
Bank interest receivable 12,675 -
Finance income 12,57-; “"‘—‘—'
Interest payable on bank loan 57,665 65,520
Other bank interest payable 86,215 99,371
Interest payable on pareni company loan 52,907 -
Finance costs 196,787 164,891
Net finance costs 184,112 164,891
10 Tax income
10.1  Recognised in the income statement
2013 2012
Note € €
Current tax income
Current vear - 6,312
Deferred tax movement
Origination and reversal of temporary differences 12.2 307,157 782,974
Total tax income 307,157 789,286
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10 Tax income (continued)

10.2  The tax income for the year and the result of the accounting profit / {loss) multiplied by
the tax rate applicable in Malta, the Company’s country of incorporation, are reconciled

as follows:
2013 2012
€ €
Profit / {loss) before tax 281,947 (801,723)
Income tax using the domestic income tax rate 35% {98,681) 280,603
Tax effect of:
Depreciation charges not deductible by way of capital
allowances in determining taxable income (191) (1,801}
Business Promotion Act investment tax credits 405,812 446,385
Disallowed expenses . 53,423
Exempt income - 4,364
Adjustment to prior year's deferred tax asset 217 -
Adjustment to prior year's current tax - 8,312
Tax income 307,157 789,286

10.3 The Company is eligible to the incentives provided by regulations 5 and 31 of the
Business Promotion Regulations, 2001 {"BPRs") and regulation 4 of the Investment Aid
Regulations (“1ARs").
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

11

11.6

11.7

Property, plant and equipment {(continued)
Fair value measurement of leased facilities at Malta Freeport

During the comparative year, the property rights heid by the Company over industrial
property forming part of the Malta Freeport at the Port of Marsaxiokk were valued by an
external valuer, Perit Dr Marc Bonello, Pariner of the local professional firm TBA Periti, in
terms of, and with due regard given to, the Valuation Standards of the Kamra Tal-Periti
(Chamber of Architects & Civil Engineers of Maita) and with The Royal Institution of
Chartered Surveyors 'RICS Valuation — Professional Standards {(March 2012}, TBA Periti
declared that it has no undisclosed interest in the property, and its employment and
compensation were not contingent upon its findings and valuation, and that no fees
payable to TBA Periti were made by the Group during the preceding year. These property
rights, which comprise land and the overlying buildings and facilities, emanate from the
emphyteutical grant deeds dated 29" May 1997, 23" December 1999, 22™ June 2004,
the lease agreement dated 5" December 2012, as well as the operating licence issued
by the Malta Freeport Corporation Limited to Medserv Operations Limited on the 5"
December 2012. The valuation of the property rights was carried out on the basis of
Market Value on the assumption that the property rights could be sold subject 1o any
existing third party obligations. Based upon publicly available data and comparable recent
market transactions on an arm’s length basis, together with TBA Periti's analysis and
experience in the local real estate market and information provided by the Company, it
won the professional opinion of TBA Periti that the Market Value of the above-mentioned
property rights, as at 31° December 2012, amounts to £40.3 million.

As at 31 Dacermnber 2013, the Company is committed to incur capital expenditure of €1.6
million (2012: €4 million).
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12 Deferred tax assets and liabilities

12.1 Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net
2013 2012 2013 2012 2013 2012
£ € £ € £ g

Property, plant and equipment 15,304 38,588 - - 15,304 38,588
Provision for discounted future
gratuity payments 12,981 12,935 - - 12,981 12,935
Impairment loss on receivables 2,880 6,297 - - 2,880 6,297
Provision for exchange fluctuations - - (1700 (1,107) (170} {1,107}
Unutilised tax losses and unabsorbed
capital allowances 253,898 326,835 - - 253,898 326,835
[nvestment tax credits 4,215,107 3,809,295 . - 4,215,107 3,809,295
Tax asseis / (liabilities) 4,500,170 4,193,950 (170} (1,107} 4,500,000 4,192,843
Set off of tax {170} {11,109 170 1,107 . -
Net tax assets 4,500,000 4,192,843 - - 4,500,000 4,192,843

12.2 Movement in temporary differences during the year

Recognised

Balance in profit Balance

01.01.12 or loss 311212

£ € €

Property, plant and equipment 38,364 224 38,688
Provision for discounted future gratuity

payments 9,867 3.068 12,935

Impairment loss on receivables 989 5,308 6,297

Provision for exchange fluctuations {2,261) 1,184 (1,107)

Unutilised tax losses and unabsorbed
capital allowances - 326,835 326,835
Investment tax credits 3,362,910 446,385 3,809,295

3,409,869 782,974 4,192,843
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12

12.2

12.3

12.4

13

Deferred tax assets and liabilities {continued)

Movement in temporary differences during the year {continued)

Balance in profit Balance
01.01.13 or loss 31.12.13
€ € €
Property, plant and equipment 38,588 {23,284) 15,304
Provision for discounted future gratuity
payments 12,935 46 12,981
Impairment loss con receivables 6,297 {3,417} 2,880
Provision for exchange fluctuations {1,107) 937 {170)
Unutilised tax losses and unabsorbed
capital allowances 326,835 (72,937) 253,898
Investment tax credit 3,809,295 405,812 4,215,107

4,192,843 307,157 4,500,000

Recognition of deferred tax asset on investment tax credits

A deferred tax asset of €4,215,107 (2012: €3,809,295} representing partial tax value of
investment tax credits has been recognised in the financial statements. Based on the
Company's profit forecasis of the Malta operations for the period 2014 to 2020, the
directors believe that the Company will have sufficient taxable profit in the future against
which this deferred tax asset can be utilised.

These profit forecasts were based on realistic assumptions of business growth, including
the expected volume of business arising from maintenance projects and the provision of
logistic support services to the offshore oil and gas industry during the forecast period
that the directors believe will be provided by the shore base at Malta Freeport. Historic
values of similar projects were used to support and quantify the net result of the future
projects and services. The extent of utilization of the investment tax credits was based
on the assumption that the profit forecasts will be subject to the current tax rate of 35%.

Unrecognised deferred tax asset
A deferred tax asset of €1,126,967 (2012: €Nil) has not been recognised in respect of
investment tax credits, because it is not probable that sufficient future taxable profit will

be available until these credits expire on 31 December 2020, against which the Company
can use the benefits therefrom.

Inventories

Inventories in the comparative year consisted of raw materials and consumables used in
the provision of maintenance services.
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14

14.1

14.2

14.3

14.4

14.5

15

Trade and other receivables

2013 2012

€ £

Trade receivables 1,627,985 2,145,624
Amounts owed by fellow subsidiaries 101,158 170,758
Other receivables 728,608 287,163
Prepayments 354,181 98,054
Accrued income - 475,614
Deferred expenses 345,088 -

3,157,020 3,177,213

Trade receivables are shown net of impairment losses amounting to €8,230 (2012
€17,993).

The amounts owed by related parties are unsecured, interest free and repavable on
demand. Transactions with related parties are set out in note 24 to these financial
statements.

The Company's exposure to credit and currency risks and impairment losses related 1o
trade and other receivables are disclosed in note 21.

Deferred expenses mainly include costs incurred by the Group that are related directly to
securing a contract. These costs have been deferred &s they relate to contracts
commencing in year 2014 and beyond for which future economic benefits are expected
1o flow 10 the enterprise and can be identified separately and measured reliably.

Cash and cash equivalents

2013 2012

€ €

Bank balances 5,142,316 2,695
Cash in hand 9,418 13,687
Cash at bank and in hand 5,151,734 16,382
Bank overdraits used for cash management purposes - (1,806,711}

5,151,734 (1,790,329

The Company's exposure to interest rate risk and a sensitivity analysis for financial assets
and liabilities are disclosed in note 22.
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16

16.1

16.2

16.3

Capital and reserves

Share capital
Ordinary shares

2013 2012
No., No.

In issue at 1 January 100,001 100,001
In issue at 31 December - fully paid 100,001 100,001

At 31 December 2013, the authorised share capital comprised 500,000 ordinary shares
{2012: 500,000). All shares have a par value of £2.329373.

The holders of ordinary shares are entitled to receive dividends as declared from time to
time and are entitled to one vote per share at meetings of the Company. All shares rank
equally with regard to the Company’s residual assets.

Statutory reserve

The statutory reserve is non-distributable and comprises transfers of amounts equivalant
to unrealised gains in accordance with the requirements of the Companies Act, 1995
{Chapter 386, Laws of Malta). As at 31 December 2013, the balance in this reserve
represented the deferred tax asset recognised in respect of investment tax credits,
unutilised tax losses and unabsorbed capital allowances available to the Company as at
that date.

Availability of reserves for distribution

2013 2012

€ €

Distributable 22,224 -
Non-distributable 4,469,005 3,802,125

4,491,229 3,902,125
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17 Amounts due to parent company
The amounts due to the parent company are unsecured and repayable after more than
one vear. The amount is made up as follows:
Nominal
Interest Year of
Currency rate maturity 2013 2012
€ £
Unsecurad borrowings EUR - After 2014 2,728,870 2,000,000
Unsecured loan EUR 6% 2023 6,701,375 -
9,430,245 2,000,000
Transactions with related parties are set out in note 25 to these financial statements.
18 Loans and borrowings
18.1 This note provides information about the contractual terms of the Company's interest-

bearing loan and borrowings. For more information about the Company's exposure to

interest rate and liquidity risk, see note 21.

2013 2012

€ £ €
Non-current liabilities
Secured bank loans - 943,214 647,732
Current liabilities
Secured bank loans - 453,136 222,080
Bank overdraft - 1,806,711 922,348

- 2,259,847 1,144,428
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18

18.2

Loans and borrowings (continued)
Terms and debt repayment

At the end of the comparative year, the Company had bank loans amounting to
£1,398,350. The interest raie and terms of repayment were as follows:

Bank loan Interest rate Repayable by

€9,773 5.25% Monthly instalments of €1,977 inclusive of
interest, repayable up to April 2013.

€64,925 4.45% Monthly instalments of €988 inclusive of
interest, repayable up to December 2018.

£€99,749 4.45% Repayable immediately upon receipt of Malta
Enterprise grant.

€583,267 5.50% Monthly instalments of €12,727 inclusive of
interest, repayable up to Aprit 2017.

£638,636 5.650% Monthly instalments of €20,050 inclusive of
interest, repayable up to December 2015.

The loans amounting to £€8,773, €64,925 and €89,749 were secured by joint and several
guarantees given by the parent company.

The loans amounting to €683,267 and £€638,636 were secured by a general hypothec for
£3,315,696 over sil assets present and future of the Company; a special hypothec for
£3,315,598 over the temporary utile dominium on Medserv Site and buildings at Malta
Freeport, Katafrana; a guarantee that the Company shall not pay dividends in excess of
40% of the Group's net profit after tax, not to pay dividends beyond the amount of
£1,5614,093 without the bank’s prior consent.

During 2013, all of these loans were repaid in full from the proceeds of a £13,000,000
6% bong issued by Medserv p.l.c on 11 October 2013. There bonds are redeemable on
30 September 2023 with an early redemption option exercisable by giving a 30 day
notice from 30 September 2020.
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18

18.2

19

Loans and borrowings {continued)
Terms and debt repayment {continued)

Furthermore, as at 31 December 2012, the Company enjoyed general overdrait facilities
of £2,425,000at the following terms and conditions.

Bank overdraft Interest rate Security

£€25,000 5.375% ~Joint and several guarantees by parent
company

€500,000 5.25% Joint and several guarantees by parent
company

€1,900,000 5.50% Secured by a general hypothec over the

Company's assets present and future; a
special hypothec over the emphyteuticat
property situated at the Company's sites
and buildings

The outstanding overdraft balances in relation to the facilities of €25,000 and €1,900,000
were repaid in full though the same €13,000,000 6% bond issue {refer to note 18.2). At
31 December 2013, the Company had unutilised bank overdraft facilities of €500,000
(2012: €616,840).

Provisions
This provision is for retirement gratuities relating to the Company's obligation to effect

ex-gratia payments to a number of its retiring employees, according to the Collective
Agreement with the employees’ union.
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20

20.1

20.2

203

21

21.1

Trade and other payables

2013 2012

€ €

Trade payables 732,299 1,352,961
Other payables - 101,047
Amounis due to other related company 55,709 58,622
Amounts due to parent company 5,096,327 842,367
Amounts due to director - 3,692
Amounts due to ultimate shareholder 4,247 1,540
Accruals 368,336 58,271

6,246,918 2,418,600

The amounts due to related parties are all unsecured, interest free and repayable on
demand. Transactions with related parties are set out in note 24 1o these financial
statements.

The Company's exposure to currency and liquidity risk related to trade and other
payables is disclosed in note 21.

Financial instruments - Fair values and risk management
Accounting classifications and fair values

The Company classifies non-derivative financial assets and non-derivative financial
liabilities into the categories of ‘loans and receivables’ and ‘other financial liabilities’,
respectively. At reporting date, the Company's loans and receivables comprised
amounts due from fellow subsidiaries cash and cash equivalents and trade and other
receivables. The Company's non-derivative financial liabilities comprised trade and other
payables.

Fair values versus carrying amounts
The fair values of financial assets and liabilities, as at the end of the current and

comparative year are equal to the carrying amounts shown in the statement of financial
position.
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21

211

21.2

21.3

Financial instruments — Fair values and risk management (continued)
Accounting classifications and fair values {continued)
The base for determining fair values is disclosed below.

Loans and receivables

This category of assets is reported net of impairment allowances to reflect the estimated
recoverable amounts. A bank balance amounting to €4,000,000 included in cash and
cash equivalents is repriceable within 3 months. Other cash and cash equivalents and
trade and receivables are all short-term in naiure. The carrying amounts of these
financial assets therefore approximate their fair values.

Financial liabilities

These financial lisbilities are carried at amortised cost. The carrying vaiue of these
liabilities which are short term in nature, approximates their fair values.

Overview

The Company has exposure to the following risks from its use of financial instruments:
credit risk

liguidity risk

market risk
¢ operational risk.

This note presents information about the Company’'s exposure to each of the above
risks, the Company's objectives, policies and processes for measuring and managing
risk, and the Company’s management of capital.

Risk management framework
The Board of directors have overall responsibility for the establishment and oversight of
the Company’s risk management framework. The Board of Directors, together with the

parent company's Audit Committee, are responsible for developing and monitoring the
Company's risk management policies.

34



......

Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2013

21

213

214

Financial instruments - Fair values and risk management (continued]}
Risk management framework (continued)

The Company's risk management policies are established to identify and analyse the
risks faced by the Company, to set appropriate risk limits and controls, and to monitor
risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Company's activities. The
Company, through its training and management stendards and procedures, aims to
develop a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The parent company's Audit Committee oversees how management monitors
compliance with the Company’s risk management policies and procedures, and reviews
the adequacy of the risk management framework in relation to the risks faced by the
Company.

The parent company has set up a Financial Risk Management Committee to assist in the
management of the credit risk, liquidity risk and market risk on a day-to-day basis. The

Financial Risk Management Commitiee is made up of board members and senior
management officers of the Company.

Credit risk

Credit risk is the risk of financial loss to the Company if & customer or counierparty to a
financial instrument falls to meet its contractual obligations, and arises principally from
the Company’s receivables from customers.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The
maximum exposure to credit risk at the reporting date was:

Carrying amount

2013 2012
Note € £

Trade and other receivables {excluding
prepayments) 14 2,457,751 3,079,159
Cash at bank 15 5,142,316 2,695

7,600,067 3,081,854
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21

214

Financial instruments — Fair values and risk management {continued)

Credit risk (continued)
Trade and other receivables

The Company offers logistical services to large customers operating within the oil and
gas industry. These customers operate huge budgets and should therefore have
sufficient funds o meet their obligations towards the Company. Contracts with
customers are generally negotiated by the Board of Directors and discussed with the
parent company’s Audit Committee.

Most of the Company’'s customers have been transacting with the Company for a
number of years, and losses have occurred infrequently. In monitoring customer credit
risk, customers are grouped according to their cradit characteristics, including geographic
location, aging profile, maturity and existence of previous financial difficulties.

The Company's exposure to credit risk is influenced mainly by the individual
characteristics of each customer. The default risk of the industry and country in which
customers operate, has less influence on credit risk. Approximately 40 percent (2012: 40
percent) of the Company's revenue is attributable to sales transactions with a single
customer.

The maximum exposure to credit risk for trade receivables (see note 14.1} at the
reporting date by geographic region was:

Carrying amount

2013 2012

£ £

Domestic 416,032 247,604
£U couniries 269,339 598,364
Libya 930,911 1,227,905
Other 11,703 71,7561

1,627,985 2,145,624
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21 Financial instruments — Fair values and risk management (continued)

21.4  Credit risk (continued)
Impairment losses

The aging of trade receivables at the reporting date was:

Gross Impairment Gross Impairment
2013 2013 2012 2012
€ € € €
Not past due 1,046,898 - 1,664,295 -
Past due 0-30 days 185,135 - 159,236 -
Past due 31-120 days 233,572 - 267,846 -
More than 120 days 170,610 8,230 72,240 17,983
1,636,215 8,230 2,163,617 17,993

The movement in the allowance for impairment in respect of trade receivables during the
year was as follows:

2013 2012

€ €

Balance at 1 January & 17,993 2,827

Movement (9,763) 15,166

""""" Balance at 37 December 82;0 17,?93-

The impairment loss at 31 December 2013 relates to amounts being disputed by
customer. The recoverability of such balance is doubtful at year-end, although the
directors have indicated that efforts will be made to recover such balance.

Based on historic default rates, the Company believes that apart from the above, no
further impairment allowance is necessary, in respect of trade receivables pas due more
than 120 days.
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21

21.5

Financial instruments - Fair values and risk management (continued}
Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the
obligations associated with its financial liabilities that are settled by delivering cash or
another financial asset. The Company's approach to managing liquidity is to ensure, as
far as possible, that it will always have sufficient liquidity to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Company’s reputation.

The Company regularly reviews the costing of its services in its effort to monitor its cash
flow requirements.

Typically the Company ensures that it has sufficient cash on demand to meet expected
operational expenses for a period of 60 days, including the servicing of financial
obligations; this excludes the potential impact of extreme circumstances that cannot
reasonably be predicted, such as natural disasters. As at 31 December 2013, the
Company had overdraft facilities amounting to €500,000, which bear interest at the
Bank's Base Rate plus 3 per cent respectively.
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21.6

Financial instruments — Fair values and risk management (continued)
Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, and
interest rates will affect the Company’'s income. The objective of market risk
management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.

Currency risk

The Company is exposed to currency risk on sales, purchases and bank balances that are
denominated in a currency other than the Company’s functional currency, primarily the
US Dollars {USD) and Sterling (GBP}.

In respect of denominated monetary assets and liabilities denominated in foreign
currencies, the Company ensures that its net exposure is kept to an acceptable level by
maintaining funds in bank accounts denominated in the same foreign currencies. This
will enable the Company to hold on to foreign currency when rates are not favourable
untif the situation reverses.

Exposure to currency risk

The Company's exposure to foreign currency risk was as follows based on notional
amounts:

31 December 2013 31 December 2012
usD GBP usp GBP
Trade payables {6,459) {5,296} {17.040) (41,078)
Net statement of financial
position exposure (6,459) {5,296) {17,040 {41,078
Available funds in foreign
currency 216 - 7,695 501
Net exposure (6,243) (5,296) (9,345) {40,577)
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21 Financial instruments - Fair values and risk management (continued)
21.6  Market risk {continued)

Currency risk {continued)

Exposure to currency risk (continued)

The following significant exchange rates applied during the year:

Reporting date

Average rate spot rate
2013 2012 2013 2012
UsDh 1.328 1.286 1.377 1.321
GBP 0.849 0.811 0.835 0.817

Sensitivity analysis

A 10 percent strengthening of the Euro against the following currencies at 31 December
would have increased / (decreased) profit or loss {and equity} by the pre tax amounts
shown below. This analysis assumes that ali other variables, in particular interest rates,
remain constant. The analysis is performed on the same basis for 2012.

Profit or loss

€
31 December 2013
usD 440
GBP 577
31 December 2012
UsD 642
569

GBP 4,

A 10 percent weakening of the Euro against the above currencies at 31 December would
have had the equal but opposite effect on the above currencies to the amounts shown
above, on the basis that all other variables remain constant.
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21.7

Financial instruments — Fair values and risk management (continued)
Interest rate risk
Profile

At the reporting date the interest rate profile of the Company's interest-bearing financial
instruments was:

Carrying amount

2013 2012
€ £
Fixed rate instruments
Financial assets 5,142,316 2,655
Financial liabilities (6,701,375} -
Variable rate instruments
Financial liabifities - (3,203,081}

The Company does not account for any fixed rate financial assets and liabilities at fair
value through profit or loss. Therefore a change in interest rates at the end of the
reporting period would not affect profit or loss.

The Company's borrowings are subject to an interest rate that varies according to
revisions made to the Bank’'s Base Rate. The Company does not carry out any hedging
in order to hedge its interest rate risk exposure.

A change of 100 basis points in interest rates on fixed rates instruments, would have
increased or decreased the Company's equity by €323 (2012; €Nil). A charge of 100 basis
points in interest rates on variable rate instruments would have increased or decreased
the Company's equity by €Nil (2012: €21,996).
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21.8

21.9

Financial instruments — Fair values and risk management (continued}
Operationali risk

QOperational risk is the risk of direct or indirect loss arising from a wide variety of causes
associated with the Company’s processes, personnel, technology and infrastructure, and
from external factors other than credit, market and liguidity risks such as those arising
from legal and regulatory requirements and generally accepted standards of corporate
behaviour. Operational risks arise from all of the Company's operations.

The Company's objective is to manage operational risk so as to balance the avoidance of
financial losses and damage to the Company's reputation with overall cost effectiveness
and to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to
address operational risk is assigned to senior management. This responsibility is
supported by the development of overall Company standards for the management of
operational risk in the following areas:

e requirements for appropriate segregation of duties, including the independent
authorisation of transactions

« requirements for the reconciliation and menitoring of transactions

« compliance with regulatory and other legal requirements

* documentation of controls and procedures

s requirements for the periodic assessment of operational risks faced, and the adeguacy
of controls and procedures to address the risks identified

s requirements for the reporting of operational losses and proposed remedial action

» development of contingency plans

+ iraining and proiessional development

» sthical and business standards

s risk mitigation, including insurance where this is effective

Capital management

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business. The directors
monitor the return on capital, which the Company defines as result from operating
activities divided by total shareholders' equity. The directors also monitor the level of
dividends to ordinary sharehoclders.

The directors seek to maintain a balance hetween the higher returns that might be
possible with higher levels of borrowings and the advantages and security afforded by a
sound capital position.

There were no changes in the Company's approach to capital management during the
year.

The Company is not subject to externally imposed capital requirements.
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24

24.1

Operating leases
Leases as lessee

The Company leases a quay, a warehouse and ancilfary facilities at Malta Freeport,
Kalafrana. This lease runs for a period of forty-seven and a half years from & December
2012.

During the year, an amount of €228,108 was recognised as an expense in profit or loss in
respect of operating leases (2012: €228,110).

Contingencies

At reporting date, the Company had guarantees given to the Company’'s bankers in
favour of third parties amounting to €8,159 {2012: €8,159).

Related parties
Parent and ultimate controlling party

The Company is a wholly owned subsidiary of Medserv p.l.c ({the "parent company™),
the registered office of which is situaied at Port of Marsaxlokk, Birzebbugia, Malta. The
parent is a public limited liability company incorporated in Malta and listed on the Malta
Stock Exchange. Two of the Company’s directors, namely Mr Anthony S Diacono and
Mr Anthony J Duncan, each hold directly or indirectly 37.5% of the issued share capital
of the parent.

Medserv p.lc. prepares the consolidated financial statements of the Group of which

Medserv Operations Limited forms part. These financial statements are filed and
available for public inspection at the Registrar of Companies in Malta.
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24.2

243

24.4

Related parties {continued)
Identity of other related parties

The Company has a relationship with a number of fellow subsidiaries forming part of the
Mesderv p.l.c. group of companies, namely, Medserv International Limited, Medserv
Misurate F2C, Medserv East Africa Limited, Medserv Libya Limited, Medserv ltaly
Limited, Medserv ltalia Srl, Medserv Eastern Mediterranean Limited and Medserv Cyprus
Limited (the “fellow-subsidiaries and group related companies”). It also has a
relationship with its directors (the “key management personnel”), and immediate relative
of one of the directors (the “other related party”).

Transactions with key management personnel
Directors of the Company and their immediate relatives have indirect and direct control of
the voting shares of the Company. There were no loans to directors during the current

and cormparative periods.

In addition to their salaries, the Company also provides non-cash benefits to directors and
executive officers.

A number of key management personnel, or their related parties, hold positions in other
companies that result in them having control or significant influence over the financial or
operating policies of these companies, namely Electric Fix Energy {the “other related
company“}.

Related party transactions

The following transactions were conducted during the year:

2013 2012
€ €

Parent company
Payment of expenses on behalf of 401,972 72,617
interest charged by 96,327 -
Dividend paid to - 298,056
Cash received by Company on behalf of 12,775,600 -
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24.4

245

Related parties (continued)

Related party transactions {continued)

Fellow subsidiaries and group related parties
Payment of expenses on behalf of

Cash received on behalf of

Advances by

Advances to

Transfer of equipment to

Services provided by

Services provided 1o

Wages and salaries paid on behalf of Company by
Cash received on behalf of Company by

Expenses paid on behalf of Company by
Repayment of expenses previously paid on behalf of

Key management personnel
Payment of expenses on behalf of
Remuneration paid to

Other related party
Services provided by

Other related company
Capital goods acquired from

Related party balances

Information on amounts due from / to related parties is set out in notes 14, 17 and 20 to

these financial statements.
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2013

667,662
133,651
187,802

97,005

56,251

15,405

113,478

108,336
265,550

2012

15,263
568,275
10,748

26,985
264,645
23,221
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Independent Auditors’ Report

To the Members of Medserv Operations Limited

Report on the Financial Statements

We have audited the financial statements of Medserv Operations Limited (the "Company”) as
set out on pages 3 to 46, which comprise the statement of financial position as at 31 December
2013 and the of profit or loss and other comprehensive income, changes in eguity and cash flows
for the year then ended, and notes, comprising a summary of significant accounting policies and
other explanatory information.

Directors” Responsibility for the Financial Statements

As explained more fully in the Directors’ Responsibilities Statement set out on page 2, the
directors are responsible for the preparation of financial statements that (a) give a true and fair
view in accordance with International Financial Reporting Standards as adopted by the EU, and
(b) are properly prepared in accordance with the provisions of the Companies Act, 1995 (Chapter
386, Laws of Malta) (the “Act”). They are also responsible for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

QOur responsibility is to express an opinion on these financial statements based on our audit. This
report, including the opinion, has been prepared for and only for the Company’'s members as a
body in accordance with Article 179 of the Act and may not be appropriate for any other purpose.

In addition, we read the Directors’ Report and consider the implications for our report if we
become aware of any apparent material misstatements of fact.

We conducted our audit in accordance with International 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 our 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, we consider 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.

The firm is registered as a A list of partners and directors
KPMG a Maltese civil partnership, is a member firm of the KPMG partnership of Certified Public of the firm is available at
network of independent member firms affiliated with KPMG Accountants in terms of the Portico Building, Marina Street,

International Cooperative (“KPMG International”), a Swiss entity. Accountancy Profession Act. Pieta, PTA 8044, Malta.
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Independent Auditors’ Report (continued)

To the Members of Medserv Operations Limited

Opinion on Financial Statements

In our opinion, the financial statements:

e give a true and fair view of the financial position of the Company as at 31 December 2013, and
of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU; and

e have been properly prepared in accordance with the Companies Act, 1995 (Chapter 386, Laws
of Malta).

Report on Other Legal and Regulatory Requirements

Matters on which we are required to report by exception by the Companies Act, 1995 (Chapter
386, Laws of Malta) (the “Act”)

We have nothing to report in respect of the following matters where the Act requires us to report
to you if, in our opinion:

e the information given in the Directors’ Report for the financial year for which the financial
statements are prepared is not consistent with the financial statements; or

e proper accounting records have not been kept by the Company; or

the Company’s financial statements are not in agreement with the accounting records; or

we have not obtained all the information and explanations which, to the best of our knowledge
and belief, we require for the purpose of our audit; or

1

certain disclosures of directors’ remuneration specified by the Act are not made.
J
]

-5
Kevin Mifsud (Director) for and on behalf of

KPMG 28 March 2014
Registered Auditors

The firm is registered as a A list of partners and directors
KPMG a Maltese civil partnership, is a member firm of the KPMG partnership of Certified Public of the firm is available at
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