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Medserv Operations Limited

Directors’ Report

For the Year Ended 31 December 2014

The directors present their report of Medserv Operations Limited (the “Company”) for the year
ended 31 December 2014.

Board of directors

Anthony S Diacono

Anthony J Duncan

Joseph F X Zahra

Joseph Zammit Tabona (appointed 28 February 2014)
Charles L Daly (appointed on 28 August 2014)

Johannes Jacobus van Leeuwen (retired on 28 August 2014)

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 €2,517,607 (2013: €466,059). After
charging net financing expenses of €605,362 (2013: €184,112) the profit for the year before
taxation amounted to €1,912,245 (2013: €281,947). After accounting for taxation, the profit for the
year amounted to €1,417,358 (2013: €589,104).

As at 31 December 2014, the Company reported a net asset position amounting to €4,741,527
{2013: €4,724,169) and a negative short term liquidity position of €2,869,475 (2013: positive short
term liquidity position of €2,061,836). Trade and other payables reported in the statement of
financial position as at 31 December 2014 included balance payable to the parent company
amounting to €3,305,5628 (2013: €b,096,327).

Dividends

An interim dividend amounting to €1,400,000 has been declared during the year.

Reserves

During the year, transfers from statutory reserve to retained earnings amounted to €253,898 in
accordance with the requirements of the Companies Act, 1995.

Approved by the Board of Directers on 23 March 2015 and signed on its behalf by:

Fo

Anthony S Biacono
Chairman

L
Anthony J Duncan
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:

"\\,r\)\./“'"

LN 4
Anthony J Duncan
Director

Anthony S Diacono
Chairman



Medserv Operations Limited

Statement of Financial Position

As at 31 December 2014

ASSETS

Property, plant and equipment
Prepaid operating leases
Deferred tax assets

Total non-current assets
Inventories

Trade and other receivables
Prepaid operating leases

Cash at bank and in hand

Total current assets

Total assets

Note

12
24
13

14
15
24
16

31.12.2013 01.01.2013
31.12.2014 Restated Restated
€ € €
16,325,359 7,629,662 4,333,469
34,899,006 35,674,539 36,450,072
4,005,113 4,500,000 4,192,843
55,229,478 47,804,201 44,976,384
- - 73,671
10,187,930 3,157,020 3,177,213
775,533 776,533 775,533
332,794 5,151,734 16,382
11,296,257 9,084,287 4,042,799
66,525,735 56,888,488 49,019,183

The notes on pageas 9 to 44 are an integral part of these financial siatements.



Medserv Operations Limited

Statement of Financial Position (continued)

As at 31 December 2014

EQUITY
Share capital
Statutory reserve

Retained earnings

Total equity

LIABILITIES

Deferred income

Amounts due tc parent company
Loans and borrowings
Provisions

Total non-current liabilities
Deferred income

Loans and borrowings

Trade and other payables

Total current liabilities

Total liabilities

Total equity and liabilities

31.12.2013 01.01.2013

31.12.2014 Restated Restated

Note € € €
17 232,340 232,940 232,940
17 4,215,107 4,469,005 3,902,125
293,480 22,224 -
4,741,527 4,724,169 4,135,085

18 34,899,006 35,674,539 36,450,072
19 12,564,658 9,430,245 2,000,000
20 125,231 - 943,214
21 29,581 37,084 36,952
47,618,476 45,141,868 39,430,238

18 775,533 775,633 775,533
20 3,622,867 - 2,259,847
22 9,767,332 6,246,918 2,418,500
14,165,732 7,022,451 5,453,880
61,784,208 52,164,319 44,884,118
66,525,735 56,888,488 49,019,183

The notes on pages 9 to 44 are an integral part of these financial statements.

The financial statements on pages 3 to 44 were approved and authorised for issue by the Board of

Anthony S
Chairman

irectors on 23 March 2015 and signed on its behalf by:

LY

Anthony J Duncan

Director



Medserv Operations Limited

Statement of Profit or Loss and Other Comprehensive Income

For the Year Ended 31 December 2014

Revenue
Cost of sales

Gross profit

Other income

Administrative expenses

Other expenses

Resuits from operating activities
Finance income

Finance cosis

Net finance costs

Profit before income tax
Tax (expense) / income

Profit for the year

Total comprehensive income for the year

Note

(]

~4 CO ~I

10
10

10

11

2014 2013

€ €
22,437,311 8,571,222
(18,334,680) (4,830,129}
4,102,661 1,741,093
214,010 12,353
(1,785,481} (1,284,710}
(13,583) {2,677)
2,517,607 466,069

- 12,675
(605,362) {198,787)
{605,362) (184,112)
1,912,245 281,047
{494,887) 307,167
1,417,358 689,104
1,417,358 588,104

The notes on pages 9 to 44 are an integral part of these financial statements.



Medserv Operations Limited

Statement of Changes in Equity

For the Year Ended 31 December 2014

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 Decermnber 2013

Balance at 1 January 2014

Total comprehensive income for the year
Profit for the year

Contributions by and distributions fo owners
Transfer to retained earnings
Dividends 10 equity hoiders

Balance at 31 December 2014

Share Statutory
capital reserve
€ £
232,940 3,902,125
566,680

232,940 4,463,005
232,340 4,469,005
(253,898)

232,940 4,215,107

Retained Total
earnings equity
€ €
4,135,085
589,104 89,104
{566,880}
22,224 4,724,169
22,224 4,724,169
1,417,358 147,358
253,898 -
{1,400,000) (1,400,000)
293,480 4,741,527

The notes on pages 9 to 44 are an integral part of these financial statements.



Medserv Operations Limited

Statement of Cash Flows

For the Year Ended 31 December 2014

Note

Cash flows from operating activities

Profit for the year
Adjustments for:

Depreciation

Bad debts written off

Gain on exchange fluctuations

Gain on sale of property, plant and equipment
Reversal of impairment loss on trade receivablas
{Raversal) / provisicn for discounted future gratuity payments
Provision for exchange fluciuations

Interest payable

Interest receivable

Tax expense / lincome)

Change in inventories

Change in trade and other receivables
Change in trade and other payables
Change in related party balances
Change in shareholders’ balance

Cash {absorbed by) / generated from operating activities
Interest paid

Net cash {used in) / from operating activities

Balance carried forward

2014 2013
€ €
1,417,358 589,104
924,220 295,054

- 8,575

- (260)

{10,200) -

(8,230) (9,763)
{7,501) 132
5,596 -
605,362 196,787

- (12,675)

494,887 {307,157}
3,421,492 759,797
- 73,671

(5,962,489) (48,219)

3,179,672 {609,301)
(4,143,402} 5,972,621
{4,247) -
(3,508,974) 6,148,569

{20,223) (111,899)
(3,529,197) 6,036,670
(3,529,197} 6,036,670

The notes on pages 9 10 44 are an integral part of these financial statements.



Medserv Operations Limited

Statement of Cash Flows (continued)

For the Year Ended 31 December 2014

Balance brought forward

Cash flows from investing activities
Acquisition of property, plant and eguipment
Proceeds for sale of property plant and equipment

Net cash used in investing activities

Cash flows from financing activities
Loan advanced by bank

Repayment of bank loans

interest paid on bank loan

Funds advanced by parent

Interest paid on funds advanced by parent
Repayment of funds advanced by parent

Net cash from financing activities

MNet (decrease} / increase in cash and cash
equivalents

Cash and cash equivalents at 1 January

Effect of exchange rate fluctuations on cash held

Cash and cash equivalents at 31 December

Note

16

2014 2013
£ €
{3,529,197) 6,036,670
(7,492,498) (3,499,338
10,200 -
(7,482,298) (3,499,338
1,267,673 2,172,909
(65,255} (3,569,259)
(3,147) (60,865}
2,968,581 6,701,376
{520,967) -

- {(842,367)
3,646,885 4,401,794
{7,364,610) 6,939,126
5,151,734 (1,790,378}
- (2,986)
(2,212,876} 5,151,734

The notes on pages 9 to 44 are an integral part of these financial statements.



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

2.1

2.2

2.3

24

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 purpese are discussed in nota 23.

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 1o
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 13 - Recognition of deferred tax asset on investment tax credits;
¢ Note 12 — Capitalisation of expenses;

* Note 15 - Deferral of costs directly attributable 1o service contracts;

+ Ncte 18 ~ Deferred income; and

* Note 24 - Prepaid operating lease.

10



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

Changes in accounting policies

Except for the changes below, the Company has consistently applied the accounting
policies in note 4 to all periods presented in these financial statermnents.

During 2014, the Company changed its accounting policy on the recognition and
measurement of an emphyteutical grant over indusirial property forming part of the Malta
Freeport at the Port of Marsaxiokk. Until 31 December 2013, the Company had been
recognising the property rights conferred by virtue of the said grant as an operating lease
and measuring these rights at @ nominal amouni in accordance with the Company's
accounting policies on grants. On 31 December 2014, the Company elected to recognise
the property rights and the grant at fair value. As a result, deferred income and an
equivalent non-monetary asset (referred to as 'prepaid operating lease’} were initially
recognised at fair value and subsequently recognised in profit or loss on a systematic basis
over the useful life of the asset using the income approach. The fair value of the non-
monetary asset and related deferred income were determined with reference to the

valuation of the underlying property rights by an independent professional valuer as at 31
December 2012.

The Company applied the change in accounting policy reirospectively and resiated the
comparative periods to recognise the fair value of the property rights as at grant date. The
following table summarises the impact on the Company’s financial statements.

1



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

3 Changes in accounting policies (continued)

Statement of Financial Position

As at 1 January 2013

Impact of change in accounting policy

As previously

reported Adjustments As restated

£ £ €

Prepaid operating lease - 36,450,072 36,450,072
Total non-current assets 8,526,312 36,450,072 44,976,384
Prepaid operating lease - 775,533 775,533
Total current assets 3,267,266 775,533 4,042,799
nmee o mawsws o sose
Total equity 4,136,065 - 4,135,065
Deferred income - 36,450,072 36,450,072
Total non-current liabilities 2,980,166 36,450,072 39,430,238
Deferred income - 775,633 775,533
Total current liabilities 4,878,347 775,533 5,453,880
Total liabilities 7,658,513 37,225,605 44,884,118
11,793,578 37,225,606 49,019,183

Total equity and liabilities

As at 31 December 2013

As previously

Adjustments

Impact of change in accounting policy

As restated

reported

€ € €

Prepaid operating lease - 35,674,539 35,674,539
Total non-current assets 12,129,662 35,674 539 47,804,201
Prepaid operating lease - 775,533 775,633
Total current assets 8,308,754 775,533 9,084,287
Total equity 4,724,168 - 4,724,169
Deferred income - 35,674,539 35,674,539
Total non-current liabilities 9,467,329 35,674,539 45,141,868
Deferred income - 775,633 775,533
Total current labilities 6,246,918 775,533 7,022,451
Total liabilities 15,714,247 36,450,072 52,164,319
20,438,416 36,450,072 56,888,488

Total equity and liabilities

12
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

4.1

4.1.1

4.2

4.2.1

Significant accounting policies
Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency of 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.

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 net gain or
net loss position.

Financial instruments

The Company classifies non-derivative financial assets and non-derivative financial
liabilities into the categories of ‘loans and receivables’ and 'ather 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 transferrad. Any interest in transferred financial assets that is
created or retained by the Company is recognised as a separate asset or liahility.

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 settie 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.

13



Medserv Operations Limited

MNotes to the Financial Statements

For the Year Ended 31 December 2014

4.2

422

4.2.3

4.2.4

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 becomes
a party to the contraciual 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 Comgany has a legal right to offset the
amounts and intends either o settle on a net basis or to realise the asset and settle the
tiability simultaneously.

The Company's non-derivative financial liahilities comprise loans and borrowings, bank
ovardrafts 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 amoriised cost using the effective interest method, less any
impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, bank batances 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 repayable 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.

14



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

4.2

4.2.5

4.3

4.3.1

4.3.2

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 selfconstructed assets includes the cost of materials and direct labour, any other
costs directly attributable to bringing the assets to a working condition for their intended
use, the costs of dismantling and removing the itemns and restoring the site on which they
are located, and capitalised boreowing costs. Purchased software that is integral to the
functienality of the related equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they
are accounted for as separate items (major components) of property, plant 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 ameount of the property, plant and
equipment 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 ameunt of the item if it is probable that the future economic
benefits embodied within the component will flow to the Campany 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.

15
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

4 Significant accounting policies {(continued)

4.3 Property, plant and equipment {continued)

4.3.3 Depreciation
Dsprecation is based cn the cost of an asset less its residual value. Significant components
of individua! assets are assessed and if a compeonent 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 lease 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.
In the case of cargo carrying units and photovoltaic farm, it was considered more adequate
to charge depreciation from the month in which items are brought to use and will be
charged until the month in which these are 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 perieds are as follows:
» Buildings and base improvements 10-48 vyears
s furniture and fittings 10 vyears
s office and computer equipment 5 years
» plant and equipment 8 vyears
* cargo carrying units 10 vyears
+ photovoltaic farm 20 vyears
* motor vehicles 4 vyears
Depreciation methods, usefuf lives and residual values are reviewed at each financial year-
end and adjusted if appropriate.

4.4 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 value of the
minimum lease payments. Subsequent to initial recognition, the asset is accounted for in
accardance with the accounting policy agplicable to that asset.

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

16
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Medserv Operations Limited

MNotes to the Financial Statements

For the Year Ended 31 December 2014

4.5

4.6

4.6.1

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 costs necessary 1o make
the sale.

Impairment
Non-derivative financial assets

Afinancial asset not carried at fair value through profit or loss is assessed at each reporting
date to detarmine whether there is chjective 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 reliably.

Objective evidence that financial assets are impaired can include 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 bankruptcy,
economic canditions that correlate with defauits 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 between its carrying amount and the present value of the estimated
future cash flows discounted at the asset's original effective interest raie. Losses ars
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.

17



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

e —— s

prerm ey

4.6

4.6.2

4.7

4.7.1

4.7.2

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 impsirment. 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 self. In assessing value in use, the estimated future cash flows are
discounted to their present value using a 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 Cormpany's corporate assets do not generate separate cash inflows. |f 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. Impairment losses recognised in prior
periods are assessed ai 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. Animpairment 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 contribuies towards the State defined contribution plan in accordance with
local legistation and tc which it has no commitment beyond the payment of fixed
contributions. Obligations for contributions to the defined contribution plan are recognised
inn profit or loss as incurred.

Other long-term employee benefits

The Company's net obligation in respect of long-term empioyee 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 asseis 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.

18



Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

4.8

4.8.1

4.8.2

4.9

4.10

Significant accounting policies {continued)
Revenue

The Company is engaged in providing services and support o the offshore cil and gas
industry and as such is involved in providing support services which span over a term and

is selling goods and supplties. In this regard revenue is recognised and measured as
follows:

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.

Sale of goods

Revenue is recognised when the significant risks and rewards of ownership have been
transferred to the customer, recovery of the consideration is probable, the associated costs
and possible return of goods can be estimated reliably, there is no continuing management
invelvement with the goods, and the amount of revenue can be measured reliably.
revenue is measured net of returns, trade discounts and volume rebates.

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

Lease payments

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

Finance income and finance costs

Finance costs comprise interest expense on borrowings. Borrowing costs that are not
attributable to the acquisition, construction or production of a qualifying asset are
recognised in profit or loss using the effective interest method,

Finance income comprises interest income recognised cn financial assets. Interest income
is recognised as it accrues in profit or loss, using the effective interest method.
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4.11

4.12

4.13

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 systemeatic basis in the periods in which the expenses are
recognised.

Government grants relaied to assets, including non-monetary grants, are initially
recognised as deferred income at fair value if there is reasonable assurance that they wilt
be received and the Company will comply with the conditions associated with the grant;
they are then recognised in profit or loss on a systematic basis over the useful life of the
asset and presented as a deduction from the amortization cost of the related asset.

Income tax

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

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

Deferred tax is recognised in respect of iemparary 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 iax 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 ¢ income taxes levied by the same tax
authority on the same taxable entity, or on different tax entities, but they intend to settle
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 unutilised tax losses, tax credits and deductible
temporary differences, to the exient 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 related
tax benefit will be realised.

Unrealised profits

Part I 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 iransferred to non-
distributable reserves.
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71

7.2

New standards and interpretations not yet adopted
A number of new standards, amendments to standards and interpretations are effective
for annual periods beginning after 1 January 2014, and have not been applied in preparing

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

Revenue

Revenue is stated after deduction of sales rebates and indirect taxes and represents
revenue from logistical support and other services.

Other income and other expenses

Other income

2014 2013

Note € €

Gain on sale of property, plant and equipment 10,200 -
Photovoltaic income 203,810 -
Realised operating exchange gain - 6,119
Government grant - 8,234
Reversal of prepaid operating lease 24 (775,533) -
Reversal of deferred income 18 775,533 -
214,010 12,353

Other expenses

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

Expenses by nature

2014 2013

Note € €

Direct cost of services 15,486,360 3,144,862
Employee benefit expense 2 1,598,985 1,501,253
Depreciation 12 924,220 295,054
Professional fees 296,416 171,130
Travelling and telecommunications 356,993 230,575
Repairs and maintenance expenses 567,632 275,620
Rent 443,477 259,778
Insurance 157,305 99,464
Other expenses 274,282 80,852
Intra group charges 14,491 58,251
Total cost of sales and administrative expenses 20,120,161 6,114,839
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8 Expenses by nature {continued)

8.2 Administrative expenses include auditors’ remuneration amounting to €30,000.

9 Personnel expenses

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

2014 2013
€ €
Directors’ emoluments:

Salaries 300,000 236,000
Fees 65,071 29,650
365,071 265,550

Wages and salaries 2,126,245 1,164,651
Social security contributions 103,344 76,276
2,594,660 1,506,477

Recharged to fellow subsidiaries (995,675} -
Government grant - employment aid - {5,224)

1,598,985 1,501,253

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

follows:
2014 2013
No. No.
Operating 74 38
Management and administration 16 9
90 a7
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10

11

11.1

11.2

11.3

Finance income and finance costs

2014 2013
£ €
Bank interest receivable - 12,675
Interest payable on bank loan {4,523) {57,665)
Cther bank interast payable {49,788) (86,215)
Interest payable on parent company loan (651,051} {52,907)
Finance costs {605,362) (196,787)
Net finance costs {605,362} {184,112)
Tax {expense) / income
Recognised in the income statement
2014 2013
Note € €
Deferred tax movement
Origination and reversal of temporary differences 13.2  {494,887) 307,157

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

as follows:

2014 2013
€ €
Profit before tax 1,912,245 281,847
Income tax using the domestic income tax rate 35% {669,286} (98,681)

Tax effect of:
Business Promotion Act investment tax credits 182,702 405,812
Disallowed expenses {1,912) -
Adjustment to prior year's deferred tax asset (6,391) 217
Tax lexgense) / incomea (494,887) 307,157

The Company is eligible to the incentives provided by regulations 5 and 31 of the Business
Promoticn Regulations, 2001 ("BPRs”) and regulation 4 of the Investment Aid Regulations

{"IARs").
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Medserv Operations Limited

Notes to the Financial Statements

For the Year Ended 31 December 2014

12  Property, plant and equipment (continued)

1258 Commitments

During 2014, the Company entered into contracts to purchase property, plant and
equipment in 2015 for €467,692 (2013: €1,841,052}.

12.6  Security
At 31 December 2014, the Company's empghyteuticat rights on the Medserv site at the
Malta Freeport at the Port of Marsaxlokk {refer to note 24.3} were subject to a general

hypothec and a special hypothec in relaticn to the notes issued by the Company’s parent
during the current and comparative years and bank borrowings (refer to note 20.2).

13 Deferred tax assets and liabilities

13.1 Deferred {ax assets and liabilities are attributable to the following:

Assets Liabilities Net
2014 2013 2014 2013 2014 2013
£ £ € € € £
Property, plant and equipment - 16,304 (218,561} . {218,561) 15,304
Provision for discounted future
gratuity payments 10,354 12,981 . - 10,354 12,981
[mpairment loss on receivables - 2,880 - - - 2,880
Provision for exchange fluctuations - - {1,787} {170) {1,787) (170)
Unutilised tax losses and unabsorbed
capital allowances - 253,898 - - - 253,898
Investment tax credits 4,215,107 4,215,107 - - 4,215,107 4215107
Tax assets / {liabilites) 4,225,461 4500170 (220,348} (1700 4,005,113 4,500,000
Set off of tax {220,348) (1700 220,348 170 - -
Net tax assets 4,005,113 4,500,000 - - 4,005,113 4,500,000
13.2 Movement in temporary differences
In profit In profit
Balance or loss Balance or loss Balance
01.01.13 2013 01.01.14 2014 311214
€ € £ € £
Property, plant and equipment 38,688 {23,284} 15,304 {233,865} (218,561)
Provision for discounted future
gratuity payments 12,8935 46 12,981 (2,627) 10,354
Impairment loss on receivables 6,297 (3,417} 2,880 (2,880) -
Provision for exchange fluctuations {1,107} 937 {170) {1,617} {1,787)
Unutilised tax iosses and
unabsorbed capital allowances 326,836 (72,937) 253,898 {253,898) -
Investment tax credits 3,809,295 405812 4,215,107 - 4,215,107

4,192,843 307,157 4,500,000 494,887 4,005,113
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13

13.3

134

14

15

15.1

15.2

15.3

Deferred tax assets and liabilities (continued)
Recognition of deferred tax asset on investment tax credits

As at 31 December 2014, a deferred tax asset of €4,215,107 (2013: €4,215,107) was
recognised in the financial statements to the extent of investment tax credits expected to
be utilised in the future. Based cn the Company's profit forecasts for the period 2015 to
2020, the directors belisve that the Company will have suificient taxable profit in the future
against which this deferred tax asset can be utilised.

These profit forecasts were based on realisiic 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 €2,5638,875 (2013: €1,126,967) 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 ihe benefits therefrom.

Inventories

Inventories as at 1 January 2013 consisted of raw materials and consumables used in the
pravision of maintenance services.

Trade and other receivables

2014 2013

€ €

Trade receivables 7,323,724 1,627,985
Amounts owed by fellow subsidiaries 1,252,744 101,158
Gther receivables 1,028,100 728,608
Prepayments 337,760 354,181
Deferred expenses 245,602 345,088

10,187,930 3,157,020

Trade receivables are shown net of impairment losses amounting to €Nil (2013: €8,230).

The amounts owed hy fellow subsidiaries are unsecured, interest free and repayahle on
demand. Transactions with related parties are set out in note 28 to these financial
statements.
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15 Trade and other receivables {continued)

154 The Company's exposure 1o credit and currency risks and impairment losses related 1o
{rade and other receivables are disclosed in note 23.

15,6  Deferred expenses mainly include costs incurred by the Company that are related directly
1o securing various contracts. These cosis have been deferred as they related to contracts
continuing / starting in the coming years for which future economic benefits were expectad
1o flow to the enterprise and can be identified separately and measured reliably.

16 Cash and cash equivalents

2014 2013

MNote € €

Bank balances 279,269 5,142,316
Cash in hand 53,625 9,418
Cash at bank and in hand 332,794 5,151,734

Bank overdrafts used for cash management purposes 20 {2,545,670) -

(2,212,876} 5,151,734

The Company’s exposure to interest rate risk and a sensitivity analysis for financial assets
and liabilities are disclosed in note 23.

17 Capital and reserves

17.1  Share capital
Ordinary shares

2014 2013

No. No.

[n issue at 1 January
100,001 100,001

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

At 31 December 2014, the authorised share capital comprised 500,000 ordinary shares
{2013: 500,000). All shares have a par value of €2.329373.

The holders of ordinary sharas are entitled to receive dividends as declaraed from time to
time and are entitled to one vote per share at meetings of the Company. Al shares rank
equatlly with regard to the Company’s residual assets.
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17

17.2

17.3

18

Capital and reserves {continued)
Statutory reserve

The statutory reserve is non-distributable and comgrises transfers of amounts equivalent
to unrealised gains in accordance with the requirements of the Compantes Act, 1995
(Chapter 386, Laws of Malta). As at 31 December 2014, the balance in this reserve
represented the deferred tax asset recognised in respect of investment tax credits,
available to the Company as at that date.

Availability of reserves for distribution

2014 2013

€ €

Distributable 293,480 22,224
Non-distributable 4,215,107 4,469,006

4,508,587 4,491,229

Deferred income

Curing 2012, the Company was awarded an extension of property rights over industrial
property forming part of the Malta Freeport at the Port of Marsaxlokk. 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 Corparation Limited to Medserv Oparations Limited on the 5 December
2012. The award was conditional on the Company investing €9 million in improvements to
the underlying property and reaching employment leveis of 90 full time equivalents by the
vear 2045. Both conditions were fulfilled by 31 December 2014.

This deferred income is being recognised in profit or loss over the remaining period of the

emphyteutical grant. The amount recognised in profit or loss during 2014 was equal to
€775,533 (2013: €775,533}.
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19

20

201

Amounts due to parent company

The amounts due to the parent cornpany are unsecured and repayable after more than one
year. The amount is made up as follows:

Nominal
Interest Year of
Currency rate maturity 2014 2013
€ €
Unsecurad borrowings EUR - After 2014 - 2,728,870
Unsecured loan EUR 6% 2023 12,564,658 6,701,375

12,564,658 9,430,245

The unsecured borrowings were paid before their maturity.

Transactions with related parties are set out in note 26 to these financial statements.

Loans and borrowings

This note provides information about the contractual terms of the Company's interest-
bearing loans and borrowings. For more information about the Company's exposure to
interest rate and liquidity risk, see note 23.

2014 2013
Note € £

Non-current liabilities
Secured bank loans 125,231 -

Current liabilities

Secured bank loans 1,077,197 -
Bank overdrafts 16 2,545,670 -
3,622,867 -
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20
20.2

Loans and borrowings (continued)
Terms and debt repayment

At the end of the year, the Company had bank loans amounting to €1,202,428. The interest
rate and terms of repayment were as follows:

Bank loan Interest rate Repayable by

€189,062 B.35% Monthly instalments of €6,033 inclusive of
interest, repayable up to 14 July 2017.

€450,366 5.35% Monthly instalments of €50,303 inclusive of
interest, repayable up to December 2018.

£563,000 4.65% To be fully settled in one lump sum by end of
February 2015.

The lcans amounting to €189,062 and €450,366, were secured by a guarantee for
€2,700,000 to secure all liabilities of the Company given by the parent company; first
pledge given by the Company over Combined Business Policy for €1,083,159, letter of
undertaking given by the sharehoiders that Mr Anthony J Duncan and Mr Anthony S
Diacono will directly or indirectly retain control and hold more than 51% of the issued
capital; letter of undertaking by the parent company whereby it undertakes to maintain the
present level of its control and interest in the Company through its sharehelding throughout
the duration of the facilities; letter of undertaking by the parent company whereby it
undertakes not 1o declare dividends or pay shareholders’ loans without the bank’s written
consent and to maintain the present level of control and interest in the Company: and

second general hypothec for €2,166,000 over all assets present and future given by the
Company.

The loan amounting to €563,000 was secured by a joint and several guarantee on bank's
standard form Leg 01 dated 20 December 2011 for €669,574 given by the parent company;
a joint and several guarantee on bank's standard form Leg 01 for €584,000; letter of
comfort by the parent company siating that it will meet the iterms and conditions of
sanction letter dated 12 December 2011 and that it undertakes to maintain the present
tevel of its control over, and interest, in the Company through its shareholding throughcut
the duration of the facility; and that it will ensure that the Company will meet all loan
commitments, and will make good for any shortfall on an instalment by instalment basis.

Furthermore as at 31 December 2014, the Company enjoyed general overdraft facilities of
€3,000,000 at the following terms and conditions:

Bank overdraft Interest rate Security

€500,000 5.15% Joint and several guarantees by the parent
Company

€2,500,000 5.35% Secured by a guarantee for

€2,170,000 to secure alf liabilities of the
Company given by the parent company.

At 31 December 2014, the Company had unutilised bank overdraft facilities of €454,330
{2013: €500,000).

31



Medserv Operations Limited

- Notes to the Financial Statements

For the Year Ended 31 December 2014

21

22

221

22.2

22.3

S

23

231

Provisions

This provision is for ratirement 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.

Trade and other payables

2014 2013

€ £

Trade payables 6,203,657 732,299
Amounts due to other related companies 166,080 56,709
Amounts due tc parent company 3,305,528 5,096,327
Amounts due o ultimate shareholder - 4,247
Accruals 92,067 358,336

9,767,332 6,248,918

The amounts due to related parties are all unsecured, interest free and repayable on
demand. Transactions with related parties are set out in note 26 te these financial
statements.

The Company’s exposure to currency and liquidity risk refated to trade and other payables
is disclosed in note 23.

Financial instruments - Fair values and risk management

Accounting classifications and fair values

The Company classifies non-derivative financial assets and non-derivative financial
liabHlities 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 squivalents and trade and other receivables.
The Company's non-derivative financial liabilities comprised loans and borrowings, bank
overdrafts, amounts due to the parent company and trade and other payables.

Fair values versus carrying amounts

The fair values of financiai assets and liabilities as at the end of the current and comparative
years are equal to the carrying amounts shown in the statement of financial position.

The base for determining fair values is disclosed below.
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23

23.1

23.2

23.3

Financial instruments — Fair values and risk management {continued}
Accounting classifications and fair values {(continued)
Loans and receivables

This category of assets is reported net of impairment allowances to reflect the estimated
recoverable amounts. As at 31 December 2013, a bank balance amounting to €4,000,000
included in cash and cash equivalents was repriceable within 3 months. In addition, other
cash and cash equivalenis and trade and other receivables are all short-term in nature. The
carrying amounts of these financial assets therefore approximate their fair values.

Financial liabilities

These financial liabilities are carried at amortised cost. The carrying value of these ligbilities
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

« liquidity risk

* market risk

» operational risk.

This note presents informaticn 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 framewaork

The Board of directors has overalf responsibility for the establishment and oversight of the
Company’s risk management framewcrk. The Board of Directors, together with the parent
company's Audit Committee, are responsible for developing and monitoring the
Company’s risk management policies.

The Company's risk management poticies are established to identify and analyse the risks
faced by the Company, to set appropriate risk limits and controls, and to manitor risks and
adherence to limits. Risk management policies and systems are reviewed reguiarly to
reflect changes in market conditions and the Company’s activities. The Company, through
its training and management standards 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 framewaork 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 a board member and senior
management officars of the Group.
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23.4

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

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligatians, 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
rmaximum exposure to credit risk at the reporting date was:

Carrying amount

2014 2013
Note € €

Trade and other receivables (excluding
prepayments and deferred expenses) 15 9,604,568 2,457,751
Cash at bank 16 279,269 5,142,316

9,883,837 7,600,067

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 to 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 credit 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 (2013: 40 percent) of the
Company's revenue is attributable to sales transactions with a single customer.
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23 Financial instruments - Fair values and risk management (continued)
23.4  Credit risk {continued)
Trade and other receivables (continued}

The maximum exposure to credit risk for trade receivables {see note 15.1) at the reporting
date by geographic region was:

Carrying amount

2014 2013

€ £

Domestic 737,794 416,032
EU countries 2,208,603 269,339
libya 4,333,685 930,911
Other 43,642 11,703

7,323,724 1,627,985

Impairment losses

The aging of trade receivables at the reporting date was:

Gross  Impairment Gross  Impairment

2014 2014 2013 2013

€ € € €

Not past due 6,170,306 - 1,046,898 -
Past due 0-30 days 512,767 - 186,135 -
Past due 31-120 days 222,064 - 233,672 -
Maore than 120 days 418,587 - 170,610 8,230
7,323,724 - 1,638,215 8,230

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

2014 2013

€ €

Balance at 1 January 8,230 17,993
Movement {8,230} (9,763}
Balance at 31 December — 8,230
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234

23.5

Financial instruments - Fair values and risk management (continued)
Credit risk {continued)
Impairment losses (continued)

The impairment loss as at 31 December 2013 relates to amounts being disputed by a
customer. The recoverability of such balance was doubtful as 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 no impairment allowance is
necessary, in respect of trade receivables past due more than 120 days.

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 2014, the Company had unutilised
overdraft facilities amounting to €454,330 (2013: €500,000), which bear interest at the
Bank's Base Rate plus 3 per cent respectively.
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23

23.6

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 ratas will affect the Company’s income. The objective of market risk management
is to manage and control market risk exposures within accepiable 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 funciional currency, primartly the US
Dollars (USD) and Sterling (GBP).

[n respect of 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 denominaied in the same foreign currencies. This will enable the
Company to hold on to foreign currency when rates are not favourable until the situation
reverses.

Exposure to currency risk

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

31 December 2014 31 December 2013

UsD GBP Ush GBP
Trade payables {69,366) (36,970) (6,459) {5,296)
Net statement of financial
position exposure {69,366) (36,970) (6,459) {5,296)
Avaitable funds in foreign
currency 2,127 - 218 .
Net exposure {67,239} (36,970) (6,243) {5,296)
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23

23.6

Financial instruments - Fair values and risk management {continued}
Market risk (continued)

Currency risk (continued)

Exposure to currency risk (continued)

The foliowing significant exchange rates applied during the year:

Reporting date

Average rate spot rate
2014 2013 2014 2013
uspb 1.329 1.328 1.217 1.377
GBP 0.806 0.849 0.783 0.835

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 all other variables, in particular interest rates,
rernain constant. The analysis is performed on the same basis for 2013.

Profit or loss

€
31 December 2014
usD 4,955
GBP 4,207
31 December 2013
Ush 441)
GBP 577

Il

A 10 percent weakening of the Euro against the above currencies at 31 December would
have had the egual but opposite effect on the above currencies to the amounts shown
above, on the hasis that all other variables remain constant.
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23 Financial instruments - Fair values and risk management {continued)
23.7 Interest rate risk
Profile

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

Carrying amount

2014 2013
€ €
Fixed rate instruments
-inancial assets 279,269 5,142,316
Financial liabilities (12,564,688} (8,701,375)
Variable rate instruments
Financial liabilities (3,748,098) -

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 affact profit or foss.

The Company's borrowings are subject to an interest rate that varies according 1o 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 poinis in interest rates on fixed rate instruments, would have
increased or decreased the Company’s equity by €125,647 {2013: € 323). A change of 100

- basis points in interest rates on variable rate instruments would have increased or
decreased the Company's equity by €39,649 (2013: €NIL}.
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23

23.8

23.9

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

Qperational risk s the risk of direct or indirect loss arising from a wide variety of causes
associated with the Company's processes, personngl, technology and infrastructure, and
from external faciors other than credit, market and liquidity risks such as those arising from
legal and regulatory requirements and generally accepted standards of corporate
behaviour. Operational risks arise from all of the Cormpany'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 overalt Company standards for the management of operational risk in the
following areas:

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

requirements for the reconciliation and monitoring of transactions

compliance with regulatory and other legal requirements

documentation of controls and procedures

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

« requiraments for the reporting of operational losses and proposed remedial action

» development of contingency plans

» training and prefessional development

« ethical and business standards

« 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, crediter
and market confidence and to sustain future development of the business. The directors
moniter the return on capital, which the Company defines as result from operating
activities divided by tetal shareholders’ equity. The directors also monitor the level of
dividends to ordinary shareholders.

The directors seek to maintain a baiance between 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 1o externally imposed capital requirements.
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24.1

24.2

24.3

Operating leases

Leases as lessee

The Company leases a quay, a warehouse and ancillary facilities at Malta Freeport,
Kalafrana. This lease runs for a period of forty-seven and a half years from 5 December
2012. This lease has been granted to the Company under title of temporary emphyteusis.

During the year, an amount of €443,477 was recognised as an expense in profit or loss in
respect of operating leases {2013: €228,778).

Prepaid operating lease

As at 31 December 2014, the Company recognised the following amounts since it has
applied a change in accounting policy (see note 3).

2014 2013

Note £ €

At 1 January 3,412 36,450,072 37,225,605
Charge for the year (775,533) (775,533)
At 31 December 35,674,539 36,450,072
Nan-current 34,899,006 35,674,539
Current 775,533 775,633

35,674,539 36,450,072

Initial fair value of leased facilities at Malta Freeport

The property rights held 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 Bonelio,
Partner 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 Malta) and with The Roval 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
Company during the preceding year. These property rights, which comprise land and the
averlying buildings and facilities, emanate from the emphyteutical grant deeds dated 29
May 1997, 23 December 1998, 22 June 2004, the lease agreement dated 5 December
2012, as well as the operating licence issued by the Malta Freeport Corporation Limited to
the Company on the 5™ Decermnber 2012. The valuation of the property rights was carried
out on the basis of Market Value on the assumpticn that the property rights could be sold
subject to any existing third party obligations. Based upon publicly available data and
comparable recent market fransactions 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 was the professional opinion of TBA Periti that the Market Value of the above-
mentioned property rights, as at 31 December 2012, amounts to €40,273,431.

Consequently, this amount less €3,047,826 included in Property, Plant and Equipment
results in a prepaid operating lease.
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26

26.1

26.2

26.3

Contingencies
At reporting date, the Company had the following contingent liabilities:

» Guarantess given to the Company’s bankers in favour of third parties amounting to
€134,670{2013: £€8,159)

+ The Company acts as a guarantor in favour of its parent company’s banker up to a limit
of €1,300,000 for a hank overdraft facility.

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 situated at Port of Marsaxlokk, Birzebbugia, Malta. The parent
is a public limited liability company incorporated in Malta and fisted on the Malta Stock
Exchange. Two of the Company's directors, namely Mr Antheny S Diacono and
Mr Anthony J Duncan, each hold directly or indirectly 37.5% of the issued share capital of
the parent.

Medserv p.l.c. 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.

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
Misurata FZC, Medserv East Africa Ltd, Medserv Libya Limited, Medserv ltaly Limited,
Medsery Italia Srl, Medserv Eastern Mediterranean Limited and Medserv Cyprus Limited
(the "fellow-subsidiaries and group related companies”). It also has a relationship with iis
directors (the “key management personnel”), and an immediate relative of one of the
directors (the “other related party”).

During the current year and up to 3t May 2014, the Company also had a related party
relationship with an entity in which a director was a member of its key management
personnel (“other related parties”).

Transactions with key management personnel

Directors of the Company have indirect and direct control of the voting shares of the
Company. There were no loans to directors during the current and comparative 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
cormpanies that result in thern having contro! or significant influence over the financial or
operating policies of these companies. The latter included Electro Fix Energy Ltd (the
“other related company”}.

Directors’ remuneration is included in Note 9.
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26.4

265

Related parties (continued)

Related party transactions

The following transactions were conducted during the year:

Parent company

Payment of expenses on behalf of
Interest charged by

Dividend payable to

Cash received by Company on behalf of
Return of cash received on behalf of
Loans advanced by

Interest paid to

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

Cash received on behaif of

Advances to

Transfer of equipment to

Support services to

Services provided by

Cash received on behalf of Company by

Repayment of expenses previousily 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

2014

89,078
686,797
1,400,000

5,830,603
5,697,452
520,967

1,143,981
135,000

237,206
14,491

188,924

312,936
365,071

2013

401,872
96,327

12,775,600

667,662
133,651
187,802

97,005

58,251
15,405
113,478

108,336
265,650

Information on amounts due from / to related parties is set out in notes 15, 19 and 22 to

these financial siatements.
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Pieta PTA 9044 Internet  www.kpmg.com.mt
Malta

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 44, which comprise the statement of financial position as at 31 December 2014
and the statements of profit or loss and other comprehensive income, changes in equity 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 Reperting 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

Our 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
reguire 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.

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

with KPMG International Cooperative (“"KPMG International”), Accountants in terms of the Portice Building, Marina Street,
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:

 give a true and fair view of the financial position of the Company as at 31 December 2014, 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

» 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:

s 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

s 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

s 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

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

L

——

Kevin Mifsud (Director) for and on behalf of

KPMG 23 March 2015
Registered Auditors
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