Gulf Navigation Holding PJSC

Condensed consolidated interim financial information
for the three month period ended 31 March 2015



Gulf Navigation Helding PJSC

Condensed consolidated interim financial information
for the three month period ended 31 March 2015

Pages
Report on review of condensed consolidated interim financial information 2
Condensed consolidated interim balance sheet 3
Condensed consolidated interim income statement 4
Condensed consolidated interim statement of comprehensive income 5
Condensed consolidated interim statement of changes in equity 1
Condensed consolidated interim statement of cash flows 7

MNotes to the condensed consolidated inferim financial information 8-22









Gulf Navigation Holding PJSC

Condensed consolidated interim income statement
for the three month period ended 31 March 2015

Three months ended

31 Mar 15 31 Mar 14
Note {Unaudited) {Unaudited)
AEIDYG00 AED 000
{Operating revenue il 34,518 30,803
Other operating costs i2 (23,1473 (22,619}
Gross profit 11,371 8,246
(Other income 438 499
General and administrative expenses I3 {6,122) (4,714)
Operating profit for the period 5,687 4,031
Finance incoms 522 428
Finance costs 15 (1,912} {4,602}
Fimance costs - net {1,350y (4,174}
Share of profit of investments accounted for
using the equity method 635 682
Profit for the period 4,932 539
Earnings per share
~ Basic and diluted (AED) 16 0.0089 0.0009

The notes on pages § 1o 22 are an infegral part of these condensed consolidated interim financial information, (4)



Gulf Navigation Holding PJSC

Condensed consolidated interim statement of comprehensive income
for the three month period ended 31 March 2015

Three months ended

31 Mar 15 3 Mar 14

(Unaudited) (Unaudiwd)

AED000 AEDY 000

Profit for the period 4,932 338
Other comprehensive income - -
Total comprehensive income for the period 4,932 539

The notes on pages B 1o 27 are an integral part of these condenged consolidated interim financial information. {5)






Gulf Navigation Holding PJSC

Condensed consolidated interim statement of cash flows
for the three month period ended 31 March 2015

Operating activities

Profit for the period

Adjustments for:

Depreciation

Share of profit from investment in joint ventures
Reversal of provision for impairment
of trade receivables

Provision for employees™ end of service benefits
Finance income

Finance costs

Operating cash flows before working capital changes
and payment of emplovees end of service benefits

Emplovees end of service benefits paid

Changes in working capital;

Inventories

Trade and other receivables before movement in
provision for impairment of trade receivables

Restricted cash

Trade and other payables

Due to related parties

Due from related parties before interest receivable

Net cash generated from operating activities
Investing activities

Purchase of vessels, property and equipment
Proceeds {rom sale of non-current assets held for sale
Interest received

Net cash generated from investing activities
Financing activities

Repayment of borrowings

Interest paid

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash eguivalents at beginning of the penod

Cash and cash equivalents at end of the period

The noles on pages 8 10 22 are an integral part of these condensed consohidated interim tinaneial informanin.

Three months ended

31 Mar 15 31 Mar 14
Note {Unauditad} {Unaudited}
AED 0066 AEDD0G
4,932 539
2,691 8,558
{633} {6823
- &)
17 225
(522 {428}
15 1,912 4,607
14,393 12,805
{78) (81)
8% {1,281}
{2,944} (816)
ey -
{5,610} 3,692
289 1,414
- {212}
4,995 15,521
- {4,385}
- 368,200
3 3
3 363,814
4 {9,724 {377.534)
(1,812) {18,267
(11,6363 {396,401
{6,638) {17,066}
12,909 21,933
6,271 4,865
(7






Gulf Navigation Holding PJSC

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2015 (continued)

2 Basis of preparation and accounting policies

Basis of preparation

The condensed consolidated inferim financial information for the three month period ended 3]
March 2015 has been prepared in accordance with 1AS 34; “Interim Financial Reporting”. This
condensed consolidated interim financial information does not include all the information required
for annual financial statements and should be read in conjunction with the audited consolidated
financial statements of the Group at and for the year ended 31 December 2014, which have been
prepared in accordance with International Financial Reporting Standards (*IFRS”).

The condensed consolidated interim financial information has been prepared under the historical
cost convention, except for derivative financial instruments which are stated at fair value.

Going concern

The Group’s condensed consolidated interim financial information has been prepared on a going
concern basis, however, given the conditions and events described below there exists a material
uncertainty that may cast significant doubt about the Group’s shility to continue as a going
cencern,  As of 31 March 2015 the Group had accumulated losses of AED 288,059 thousand
which represents more than one half of the share capital. In accordance with the UAE Federal
Law No 8. of 1984 (as amended), an extraordinary general meeting (“"EGM") of the shareholders
was convened on 30 April 20135 and a resolution was obtained from the sharcholders to reduce the
accumulated losses to the extent of the legal reserve as af 31 December 2014 of AED 32 549
thousand as a result of which accumulated losses fall below one half of the share capital. The
shareholders aiso approved:

e Conversion of specified liabilittes into shares in the Company, if applicable laws in UAE
allow;

« Conversion of mandatory convertible bonds (“bonds™) into shares at a price less than their
nominal value in case the market price at the time of conversion is less than the nominal
value, if applicable laws in the UAE allow. Such proposal, if adopted, shall cover the bonds
that were approved at the Company’s BGM on 5 January 2014 and which the Board has not
vet issued up to the date of this EGM. Furthermore, authorisation was granted to the Board
of Directors to obtain all required approvals from competent authorities 1o implement such
proposal; and

e Authorisation for the Board of Directors to negotiate and enter into seftlement agreements to
settle with various creditors.

The ability of the Group to continue as a going concern is reliant upon continued availability of
external debt financing and/or additional equity and the Group’s abilify to reverse or mitigate the
impact of adverse arbitration awards through legal defence and/or negotiations. At 31 March
2015, the Group continued to remain in breach of the terms of the loan agreements with its
lenders. These breaches gave the lenders the right to call an event of default and by further notice,
declare that such loans are payable on demand. Accordingly, the Group’s bank borrowings are
classified as current liabilities as at 31 March 2015, which resulted in a net current lability
position of AED 654,526 thousand as of that date.

{9}



Gulf Navigation Holding PJSC

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2015 (continued)

2 Basis of preparation and accounting policies (continued)

Going concern (continued)

Based on the foregoing paragraphs, there exists a material uncenainty which may cast significant
doubt on the ability of the Group o continue as a gomg concern such that the Group may be
unable to realise its assets and discharge its Habilities in the normal course of business. There is
also the risk of disruption to its activities from legal action taken against it. Accordingly, assets
may be realised at significanily less than book value and additional Habilities may arise. As of the
date of authorisation of this condensed consolidated interim financial information, the discussions
with Ienders and other creditors are {n progress and the Group believes that a mutually acceptable
arrangement will be reached. Management Iz also considering various options for raising
additional finance to fund the Group’s working capital and future investnent requirements, The
Directors, after reviewing the Group’s cash flow forecasts and strategic plans for a period of not
less than 12 months from the date of the signing of this condensed consolidated interim financial
information and after reviewing the status of the Group’s legal defence and/or plans for
negotiating a settlement in respect of the adverse arbitration awards, have a reasonable expectation
that the Group will have adequate resources to contimie in operational existence for the
foresceable future. The Group therefore continues to adopt the going concern basis in preparing
its condensed consolidated interim financial information,

Changes in accounting policy and disclosures

a) New standards, amendmesis to published siondards and inferpraiations

There are no IFRSs or IFRIC inferpretations that are effective for the first time for the financial
vear beginning on or after 1 January 26135 that would be expected to have 2 material impeact on
the Group.

b) New standards, amendments and interpretations issued but not gffective for the financial
year beginning 1 January 2015 and not early adopted by the Group

Certain new amendments to existing standards have been published and are mandatory for the
Group’s accounting period beginning after 1 Japuary 2015 or later period but have not early
adopted by the Group:

e [FRS9, ‘Financial instruments’ (effective 1 January 2018); and
IFIRS 13, "Eevenue from contracts with customers” {effective from | January 2017}

There are no cother 1FRSs or IFRIC imterpretations that are not vet effective that would be
expected to have a material impact on the Group.

The Group is assessing the impact of the above standards, amendments and interpretations to
published standards on the Group’s condensed consolidated interim financial information.

(10






Gulf Navigation Holding PJSC

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2015 (continued)

3 Critical accounting estimates and judgements
Impairment of vessels

Management assesses the impairment of vessels whenever events or changes in chcumstances
indicate that the carrying value may not be recoverable. Factors that are considered important
which could trigger an impairment review include the following:

» Significant decline in an assel’s market value beyond that would be expected from the
passage of time or normal use;

« Significant changes in the use of its assets or the strategy of the operation to which the asset
belongs;

« Significant changes in the technology and regulatory environments; and

« Evidence from internal reporting that indicates that the cconomic performance of an asset is,
or will be, worse than expected.

I such an indication exists, an impainment test is completed by comparing the carrving values of
the cash generating unit with their recoverable amounts. The recoverable amount of the asset
taken info consideration is s value-in-use.

Estimated impairment of goodwill

Management reviews the business performance based on type of business, Management has
identified the Vessel owning and chartering division, Commercial division and Agency division
as the mamn types of business. Goodwill is monitored by the management at the operating
segment level. Goodwill has been allocated 1o the vessel owning and charter segment.

The Group tests annually and whenever there is an indication the goodwill has suffered any
impairment, in accordance with the accounting policy. The recoverable amounts of cash-
generating units (CGU) have been determined based on value-in-use calculations. These
calculations require the use of estimates (Note 6).

If the budgeted gross margin used in the value-in-use calculation for the vessel chartering CGU
(excluding chemical tankers which are under long term time charter) had been 5% lower than
managemert’s estunates at 31 March 2015, no impairment charge would have been recognised.

If the budgeted gross margin used in the value-in-use calculation for the vessel chartering CGU
{exciuding chemical tankers which are under long term time charter) had been 3% higher than
management’s estimates at 31 March 2013, no impairment charge would have been recognised,

If the estimated cost of capital wged in determining the pre tax discount rate for the vessel
chartering COU had been 0.5% higher/lower than management’s estimates, no impairment
charge would have been recognised.



Gulif Navigation Holding PJSC

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2015 (continued)

4 Operating segments

Business segments

Operating seginents are reporied In 3 manner consisient with the internal reporting provided to the
chief operating decision-maker. The chief operating decision-maker has been identified as the
Group's Executive Committee who makes strategic decisions, The Executive Committee revigws

the Group’s internal reporting in order to assess performance and sliocate resources. Management
has determined the operating segments based on these reports.

The Group comprises the following main business segments:

. Vessel owning & chartering: Chartering of vessels o customers;

. Commercial: Trading of goods such as supplies, chemicals and gases required for ships:
. Agency: Providing agency services to ships calling at ports; and

e Other: Includes management of all divisions and administrative activities.

Vessel owning and chartering, commercial and agency meet criteria required by IFRS §
‘Operating Segrments’ and reported as separate operating segments. Other business segment does
not meet the quantifative thresholds required by IFRS 8, and the results of its operations are
included in the ‘other’ column,

Geographica] segments

The Group’s Executive Commitice does not consider the geographical distribution of the Group’s
operations to be relevant for their internal management analysis and therefore no geographical
segment information has been disclosed.

All operating segments” results are reviewed regularly by the Group’s Executive Committee to
make decisions about resources to be allocated fo the scgiment and assess their performance, and
for which discrete financial information is available.

For the three month period ended 31 March 20135, operating revenue and net profit sttributable 1o
crew boat operations, included in the vessel owning and chartering segment, amounted fo
AED 2,390 thousand (31 March 2014 AFD 2,877 thousand) and AED 1,261 thousand (31 March
2014: AED 1,512 thousand) respectively,  As of 31 March 2015, total reportable assets and
habilities atiribufable to crew boat operations amounied 1o AED 6,135 thousand (31 Dec
2014: AED 6,318 thousand) and AED Wil (31 Dec 2014 AED Nil) respectively.

(13)









Gulf Navigation Holding PJSC

Notes to the condensed consolidated interim financial information

for the three month period ended 31 March 2015 (continued)

7 Trade and other receivables

Current
Trade accounts receivable

Less: provision for impairment of trade receivables

Awards receivable
Advances to suppliers
Prepayments

Other recetvables

8 Trade and other payvables

Trade payables

Dividend payable

Advance from customers
Other accruals and payables

9 Borrowings

Current
Borrowings

31 March

2015

AED 000
{Unaudited)

26,879
(16,088)

10,791
5,914
3,064
3,530
8,478

31 March
2015

AED 000
(Unaudited)

15,718
11,051
2,904
199,424

229,097

31 March

2015

AED000
(Unaudited)

460,266

31 December
2014

AEDY 000
(Audited)

25,760
(16,088)

9,672
5,914
2,638
2,507
8,102

31 December
2014

AED 000
{Audited)

16,053
11,073
10,354
197,249

234,729

31 December
2014

AED 000
(Audited)

469,990

(16)






Gulf Navigation Holding PJSC

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2015 (continued)

9 Borrowings (continued)

The above bank loans are secured by the following:

# assignment of related vessels mortgage;
# pledsze of shares of subsidiaries owning these vessels; and
& corporate guarantee by the holding Company.

The significant covenants for the above loans are as follows:

s the current asscts af all times exceed the current liabilities;
maintain at all times a cash and cash equivalents balance of over a certain percentage of
the net debt;

* ensure that the consolidated market adjusted equity is over a certain percentage of the
consolidated total market adjusted assets; and
. ensure that the aggregate free market value of the vessels is over a certain percentage of

the net debt

At 31 March 2015, the Group continued to remain in breach of the terms of its agreement with
its lenders. The breach has given the lenders the right to call an event of default and by further
notice, declare that all the loans are pavable on demand.,  Accordingly, the Group's bank
borrowings are classified as current Habilities at 31 March 2015, The Group’s management are
in discussions with these lenders to resolve the issue of repayment of the shortfall in respect of
Termr Loans 1| and [ above (Note 2) and is negotiating with the lenders 1o regularise the
agreement in relation to Termn Loan 11

1t Related party {ransactions and balances

Related parties include the major sharcholders, directors, key management personnel of the
Group, and their related entities. Pricing policies and terms of these transactions are approved by
the Group’s management.

During the period, the Group entered into following significant transactions with related parties
in the ordinary course of busingss at mutually agreed terms and conditions.

Three months ended
31 March 31 March
215 2014
AEDY300 AEDFO0D
{(Unauditedy  (Unaudited)

Management fees 769 1,197

Office rental 198 198

(18)



Gulf Navigation Hoelding PISC

Notes to the condensed consolidated interim financial information
for the three month period ended 31 March 2015 (continued)

10 Related party transactions and balances {continued}

The outstanding balances of amounts due from / to related parties are given below:

3i March 31 December
2015 2014
AED000 AEDYG00
{Unaudited) {Audited)
Due from related parties
Non-current

Gulf Stolt Tankers DMCCO (Joint venture) (i) 31,314 31,314
Current
Gulf Stolt Tankers DMCCO (Joint venture) 699 180

Due to related parties

Current

Shareholders of Gulf Navigation LLC (i} 5,914 5,914

Gulf Stolt Ship Management Group JLT (Joint venture) 6,174 5,799

Directors (re: directors’ fees) 2.931 3,017
15,019 14,730

Loan from related parties (i1l 13,580 10,980

{1} The Group provided a loan in 2011 to Gulf Stolt Tankers DMCCO (GST). This loan
carries interest of 6.6% per annum compounded on annual basis untll the date of

payment.

(i)  Amounts due to sharcholders of Gulf Navigation LLC represents amounts payable to the
shareholders of Gulf Navigation Holding LLC with respect te an amount of AED 5,914
thousand retained to cover the amounts of awards receivables guaranteed by them.
Awards receivables of AED 5914 thousand included in trade receivables, represents
amounts awarded by the arbitrators for claims filed by Gulf Navigation Holding LLC
against certain thud parties. In accordance with an undertaking given by certain
shareholders of Gulf Navigation Holding LLC, any un-recovered amount will be set-off
against amounts payable 1o them.

{iiiy  The Group has drawn down loans from the sharcholders on following terms:

{9



Gulf Navigation Holding PJSC

Notes to the condensed conselidated interim financial information
for the three month period ended 31 March 2015 (continued)

16  Related party transactions and balances (contmued)

Balance at | January 2015

Balance at 31 March 2015

Average nominal interest rate
Balance at | January 2014

Balance at 31 December 2014

Average nominal infersst rate

Key management remuneration

Salaries, benefits and directors” fees

11 Operating revenue

Vessel chartering
Ship agency
Commercial agency

loanti Loan 1 foan 11 Total
AEDOG0 AEDOGO ABEDFOOD AED 0G0
3,660 3,600 3,660 10,580
3.660 3,660 3,660 1,980
15.06% 16.58% 15.32% 15.67%
3,600 3,660 3,660 10,580
31,680 3,660 3,660 10,980
11.61% 10.11% 11.34% 11.02%
Three months ended

31 March 31 March

2015 2014

AED060 ABDY OO0

{Unaudited) {Unaudited)

280 436

Three months ended

3] March 31 March

20158 2014

AED’ 000 AERDYO00

{(Unaudited) {Unaudited)

26,150 22,631

7,269 7,338

1,029 894

34,318 30,865

(20



Gulf Navigation Holding PJSC

Notes to the condensed consolidated interim financial information

for the three month period ended 31 March 2015 (continued)

12 Other operating costs

Vessel chartering:

Ship running

Vessel depreciation

Amortisation of dry docking costs
Ship repair

Ship agency:

Operating cost

Vessel depreciation

Commercial agency

13 General and administrative expenses

Staff costs (Note 14}

Professional fees

Reversal of impairment of trade receivables
Other administrative expenses

14 Staff costs

Salaries and wages
Employees’ end of service benefits
Other benefits

Three months ended

31 March
2015
AEDQ00
{(Unaudited)

9,051
7,727
727
23

4,854
183
582

23,147

2,317
631

31 March
2014
AED000
(Unaudited)

8,996
7.477
571
351
4,346

176
702

22,619

1,578
225
434

2,237




Gulf Navigation Holding PJSC

Motes to the condensed consolidated interim Gnancial information
for the three month period ended 31 March 2015 (centinued)

i3 Finance costs

Thres months ended

31 March 31 March
2015 2014
AELDG00 AED 000
{Unaudited) {Unaudited)
Interest on bank borrowings 1,912 4,602
16 Earnings per share
Three months ended
31 March 31 March
2015 2014
AED’000 AEDO0
{Unaudited) {Unaudited)
Profit for the pericd 4,932 539
Number of shares 551,666,666 557,666,666
Basic and diluted earnings per share AED 0.0089 AED 0.0069

17 Operating leases as lessor

The Group leases out its marine vessels under operating leases (time charters). Time charters
run for periods ranging from one month to fifieen vears. The lease rental is usually negotiated 1o
reflect market rentals upon entering into/renewal of the charter. Future minimum lease rentals
receivables under the non-cancellable operating leases are as follows:

31 March 31 December

2015 2014

AEE 000 AELYH00

{Unaudited) {Audited)

Mot fater than one year 98,857 9%,857
Between one year and five years 393,540 393,873
Bevond five years 349605 373,918
842,002 866,648

(22



