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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Polaris Holding Company Limited

We have audited the accompanying consolidated financial statements of Polaris Holding Company Limited
(the “Company”), which comprise the consolidated statements of financial position as at March 31, 2013, the
consolidated statements of comprehensive income, changes in equity and cash flows for the year ended March
31, 2013, and notes, comprising a summary of significant accounting policies and other explanatory
information,

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated 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 consolidated financial statements based on our audil. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform an audit to obtain reasonable assurance abowt whether
the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstalement of the consolidated financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the Company’s preparation and fair
presentation of the consolidated financial statements 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 Company's
internal conirol. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evalualing the overall presentation of
the consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Company as at March 31, 2013, and its consolidated financial performance and its
consolidated cash flows for the year ended March 31, 2043 in accordance with International Financial
Reporting Standards,

KPMG Audit Linnited

Chartered Accountants
Hamilfon, Bermuda
October 9, 2013




POLARIS HOLDING CONMPANY LIMITED
Consolidated Statement of Financial Position

March 31, 2013
(Expressed in Bermuda Dollars)

Assets

lvestiments (Note 4)

Investment property (Note 5}

Property, plant and equipment (Note 6)

Total non-current assets

Cash and cash equivalents (Note 7)
Agccounts recejvable {Notes 14 and 17(b))
tnventory (Nole 8)

Prepaid expenses

‘Fotal current assets

Total assets

Linbitities
Long-terim debt {Note 11)

Total non-custent labilities
Accounts payable and accrued expenses

Long-term debt - current portion (Note 11)

Total current labilities

Total liabilitiey

Equity

Share capital (Note 12}

Share premium (Note 13)

General reserve (Mote 13)

Retained earnings

Accurnulated other comprehensive income

Total equity aitributable to the Company’s sharcholders

Total liabilities and equity

See qeeompanying notes to consolidated financial stalements

Sigued on behalf of the Board

e

(,./’

Direclor

O
o -
/’74:,/-7(,14, (‘2&«4& ¢ __ Director

2013 2012
$ 172,564 $ 938,688
3,000,000 3,000,000
6,196,953 4,184,337
9,369,519 8,123,025
3,964,451 6,684,236
1,080,814 741,028
1,194,558 1,265,445
193,730 194,140
6,433,553 8,884,849

$ 15,803,072

$ 17,007,874

$_ 2977493 3,966,962
2,977,493 3,966,962
590,010 699,351
489,344 436,816
1,079,354 1,136,167
4,056,847 5,103,129
1,244,600 1,244,600
122,650 122.65¢
1,250,000 1,256,000
9,104,323 8,604,242
24,652 683,253
11,746,225 11,904,745

$ 15,803,072 5 17,007,874




POLARIS HOLDING COMPANY LIMITED
Consolidated Statement of Comprehensive Income

Year ended March 31, 2043
(Expressed in Bermuda Dollars)

2013 2012
Revenue
Stevedoring revenue (Note 14) $ 9,140,108 $ 9,389,076
Stevedoring expenses (Notes § and 10) 4,759.496 5,097,494
Stevedoring gross profit 4,380,612 4,291,582
Rental income (Note 5) 101,249 100,847
Total income 4,481,861 4,392 429
Expenses
Administrative salaries and wages {Note 10) 1,537,063 1,608,115
Generat and administrative expenses 1,010,228 1,021,992
Depreciation {Note 6) 669,470 530,345
Employee benefits (Notes 9 and 10) 508,816 498,153
Professional fees 323,804 359,804
Loss on sale of property, plant and equipment 295,019 -
Impairment of investments (Note 4} - 40.024
Total expenses 4,344,400 4,058,433
Resuits from operating activities 137,461 333,996
Finance income (Note 15) 840,140 37,502
Finance expense (Note 11} {228,600) {106,592}
Net finance income (expense) 611,540 (69,090)
Profit tor the year {attributable to owners of the Company) 749,601 264,906
Other comprehensive income
Net change in fair value of available-for-sale investments 24,652 36,219
Total comprehensive income for the year $ 773,653 $ 301,125
Earnings per share (Note 16) 5 0.60 $ 0.21

All items included in the consolidated statement of comprehensive income relate to continuing operations.

See accompanying noles lo consolidated financial statements
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POLARIS HOLDING COMPANY LIMITED
Consolidated Statement of Cash Flows

Year ended March 31,2613
{Expressed in Bermtda Dollars)

Cash flows from operating activities

Profit for the year

Adjustments for:
Depreciation
Net finance {income} expense
Impairment of investments
Loss ou sale of equipment

Net changes in non-cash working capital balances:
(Increase) decrease in accounts receivable
Decrease (increase) in prepaid expenses
Decrease {increase) in inventory
{Decrease) increase in accoun(s payable and

accrued expenses

Net cash provided by operating activities
Cash flows from investing activities
Purchase of property, plant and equipment
Interest and dividends received
Proceeds from sale of equipment
Proceeds from sale of investiments

Net cash used in investing activities
Cash flows from financing activities
Long-term debt principal repayments
Dividends paid
Interest paid

Proceeds received from long-term debt

Net cash {used in) provided by financing activities

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying noles to consolidated financial statements

013 2012
$ 749,004 $ 264,906
669,470 530,345
(611,540) 69,090
- 40,024
295,019 -
(339,786) 478,903
410 (58,735)
70,887 (112,312)
(109.341) 39,538
724,120 1,251,759
(3,387,768) (1,042,060)
36,244 37,502
410,668 -
911,412 _
(2,029,444) (1,004,558)
(936,941) (339,634)
(248,920) (155,575)
(228,600) (106,592)
- 3,000,000
(1,414,461) 2,398,199
(2,719,785) 2,645,400
6,684,236 4,038.836
$ 3,964,451 $ 6,684,236




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statements

March 31, 2013

(@

(b)

General

Polaris Holding Company Limited (the “Company” or “PHC”) was incorporated on January 24, 2011 under the
laws of Bermuda. The address of the Company’s registered oftice is Clarendon House, 2 Church Street,
Hamilton, Bermuda. The Company was created to facilitate the restructuring of the Stevedoring Services Limited
group by way of a court approved Scheme of Arrangement (the “Scheme”). The Scheme was the vehicle by
which the shares of Stevedoring Services Limited were ransfetred to Polaris Holding Company Limited on the
same basis as they were held in Stevedoring Services Limited, and these new shares replaced the shares of
Stevedoring Services Limited listed on the Bermuda Stock Exchange. There is no ultimate controlling party.

The Company is the holding company for the group of companies which comprise of Stevedoring Services
Limited (“SSL™), Equipment Sales and Rental Limited (“ESR”), and Mill Reach Holding Company Limited
(“MRH"). The Scheme became effective on March 28, 2011 afier shareholder and Supreme Court approval.
The group restructuring has been accounted for as a combination of entitics under common controf with transfers
being recorded at their carrying value,

Stevedoring Services Limited, a wholly-owned subsidiary,is incorporated under the laws of Bermuda and catries
on business as a stevedoring company. In January 2011, this subsidiary was awarded a 5 year license by the
Corporation of Hamilton, with provisions for a further license of 5 years subject to satisfactory performance.
Equipment Sales and Rental Limited, a wholly-owned subsidiary, is incorporated under the laws of Bermuda and
catries on the business of purchasing and leasing heavy operating machinery and equipment, Milt Reach Holding
Limited, a wholly-owned subsidiary, is incorporated under the laws of Bermuda and was incorporated on
February 10, 2010 and acquired land held at Mill Reach Lane, Pembroke from Stevedoring Services Limited.

Basis of preparation
Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“1FRS”).

The consolidated financial statements were authorized for issue by the Board of Directors on October 9, 2013.
Basis of measurement

The consolidated finaneial statements have been prepared on the historical cost basis, except for available-for-
sale investments measured at fair value.




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statenients

March 31,2013

{c)

(@

(@

(b)

fc)

Basis of preparation {continued)
Functional and presentation currency

These consolidated financial statements are presented in Bermuda dollars, which is the Company’s functional
currency.

Use of estimates and judgments

The preparation of the consolidated financial statements in conformity with IFRS requires the use of estimates
and assumptions about future considerations. The use of available information and the application of judgment
are inherent in the formation of estimates; actual results in the future may differ from estimates upon which
financial information is prepared. Revisions to accounting estimates, if any, are recognized in the period in which
the estimate is revised and in any future periods affected. Further information about key assumptions concerning
the future, and other key sources of estimation uncertainty, are set out in the following notes:

Note 3(d) — impairment of property, plant and equipment
Note 3(1) — impairment of financial assets

Note 17 — allowance for impairment of accounts receivable
Note 5 — valuation of investment property

Note 8 — valuation of inventory

* ® 4 * @

Significant accounting policies

The accounting policies set out below have been applied consistenily to all period presented in the consolidated
financial statements.

Basis of consolidation

The consolidated financial statements include the accounts and results of operations of the Company and its
wholly-owned subsidiaries. All significant inter-company transactions are eliminated on consolidation.

Reventue recognition

Stevedoring revenues include stevedoring and dock handling revenues, and are recognized in the accounting
period in which the services are rendered.

Tnuvesinient income
Investment income comprises dividend income {rom equity investments and interest on bank deposits. Dividend

income is recognized when the right to receive payment is established. Interest income is recognized on the
accruals basis using the effective interest method.




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statenents

March 31, 2013

(4

(e)

0

Significant aceounting policies (continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost inciudes expenditure that is directly attributable to (he acquisition of the assel and include
capitalized borrowing costs. Depreciation is charged ona straight-line basis over the estimated useful lives ofthe
assets, with the exception of cranes, which are depreciated on a reducing balance basis. Improvements to leased
premises are capitalized and depreciated over the related lease period. When parts of an item of property, plant
and equipment have different useful lives, they are accounted for as separate items (major components). liems of
property, plant and equipment are depreciated from the dale that they are installed and ready for use.

Property, plant and equipment are reviewed for impairment whenever events or changes in circumsfances
indicate that the carrying amount of an asset may not be recoverable. If any such indication exists, then the
asset’s recoverable amount is estimated. An impairment loss is recognized in profit or loss if the carrying amount
of an assel exceeds ifs recoverable amount. An impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation if no
impairment loss had been recognized.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell, In
assessing value in use the estimated future cash flows are discounted to their present valie using a discount rate
that reflects the time value of money and any risks specific to the asset.

Any gain or loss on disposal of an item of property, plant and equipment is recognized in profit or loss.

The estimated useful lives of significant items of property, plant and equipment are as follows:

Buildings [0 years
Furniture and fixtures 3-4 years
Computer equipment 3.5 years
Cranes and heavy equipment 5-10 years
Miscellaneous equipment 3-5 years

Investment property

Investment property is properiy held either to earn rental income or for capital appreciation or for both, but not
for sale in the ordinary course of business, use in the production or supply of goods or services or for
administrative purposes. Invesiment property is measured at deemed cost, being its market value as at March 8,
201 1. Land held as investment property is not subject to depreciation.

When the use of a property changes such that it is reclassified as property, plant and equipment, its fair value at
the date of reclassi fication becomes its cost for subsequent accounting.

Financial instrumenis

Financial instruments are classified either as available-for-sale, held-for-trading, held-to-maturity, foans and
receivables, or other financial liabilities.

Cash and cash equivalents are classified as held-for-trading and are measured at fair value with changes therein
recognized in the consolidated statement of comprehensive income.




POLARIS HOLDING COMPANY LIMITED

Notes to lie Consolidated Financial Statemenis

March 31,2013

(2

("}

Significant accounting policies (continued)
Financial instruments (continued)

The Company has classified its investments in equity securities as available-for-sale. Available-for-sale
investments are valued al fair value as at the reporting date based on the last quoted market price as reported on
the primary securities exchange on which the investments are traded on the reporting date. Changes in fair value
are included as a separate component of changes in equity until they are realized.

Other financial assets, being accounts receivable are classified as loans and receivables., All financial [iabilities
are classified as olher financial liabilities. Loans and receivables and other financial liabilitics are recorded at
amortized cost using the effective interest method adjusted for any impairment.

Fair value hierarchy

Accounting standards over fair value measurements defines fair value, establishes a framework for measuring
fair value using a three-tier hierarchy of inputs to value the Company’s investments, and requires additional
disclosure about fair value. The hierarchy of inputs is sunnnarized below:

Level 1 — quoted prices in active markets for identical investments

Level 2 — other significant observable inputs (including quoted prices for similar investments, interest rates,
prepayment speeds, credit risk, ete.)

Level 3 — significant unobservable inputs (including management’s own assumptions in determining the fair
value of investments)

The availability of observable inputs can vary from invesiment to investment and is affected by a wide variety of
factors, including, for example, the type of investment, the liquidity of markets, and other characteristics
particular o the investment. To the extent that valuation is based on models or inputs that are less observable or
unobservable in the market, the determination of fair value requites more judgment. Accordingly, the degree of
judgment exercised in determining fair value is greatest for investments categorized in fevel 3 of the fair value
hierarchy. The level in the fair value hierarchy within which the fair value measurement falls is determined based
on the lowest level input that is significant to the fair value measurement. The fair value hierarchy is disclosed in
Note 17(a).

Comprehensive income

Comprehensive income consists of profit for the year and other comprehensive income (*OCI”). OCI represents
the change in fair value during the year from unrealized pains and losses on investments classified as available-
for- sale.

Cash and cash equivalents

For the purposes of the statement of cash flows the Company considers all cash on hand, deposits with financial

institutions that can be withdrawn without prior notice or penalty and short-term deposits with an original
maturity of three months or less as equivalent to cash.




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statements

March 31,2013
3. Significant accounting policies {continued)
(i) Employee benefits
The costs of employee benefits payable in respect of the Company’s defined contribution pension plan are
charged to the consolidated statement of comprehensive income in the year in which the related services are
rendered by the employees. The Company pays fixed contributions to a separate entity and has no obligation to
pay further amounts.
() Inventory
inventory represents spare parts and is recorded at cost less any provision for obsolete or slow-moving items.
Cost is determined on a specific item basis.
(k) Foreigi currency translation
Monetary assets and liabilities denominated in foreign currencies are translated into Bermuda dollars at the rates
of exchange prevailing at the balance sheet date, while associated revenues and expeuses are translated into
Bermuda dollars at the actual rates prevailing at the date of the transaction. Resuliing gains or losses are
recorded in the consolidated statement of comprehensive income.
() Impairment of financial assets

At each reporting date the Company assesses whether there is objective evidence that financial assets are
impaired. A financial assel or a group of financial assets is impaired when objective evidence demonstrates that a
loss event has occurred after the initiat recognition of the asset(s), and the loss event has an impact on the future
cash flows of the asset(s) that can be estimated reliably.

Impairment losses on assets carried at amortized cost are measured as the difference between the carrying
amount of the fnancial asset and the present vatue of estimated future cash flows discounted at the asset’s
original effective interest rate. Impairment losses are recognized in profit or loss and reflected in an allowance
account against loans and receivables. Interest on impaired assets continues to be recognized through the
unwinding of the discount. When a subsequent event causes the amount of the impairment loss to decrease, the
decrease in impairment loss is reversed through profit or loss.

Impairment losses on available-for-sale financial assets are recognized by reclassifying the losses accumulated in
the fair value reserve in equity to profit or loss. The cumulative loss that is reclassified from equity to profit or
loss is the difference between the acquisition cost, and the current fair value, less any impairment loss recognized
previously in profit or loss. If, in a subsequent period, the fair value of impaired available-for-sale equity
securities increases and the increase can be related objectively to an event occurring after the impairment loss
was recognized, then the impairment loss is reversed, with the amount of the reversal recognized in other
comprehensive income.




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statements

March 31,2013

K}

Significant aceounting policies (continued)

(m} Taxation

)

Under current Bermuda law the Company is not subject to income tax on its profits or capital gains. Accordingly
no provision for current or deferred income fax has been made in the consolidated tinancial statements.

New siandards and interpretations not yet adopted

The following new and amended standards and interpretations have been issued and are mandatory for the
Company’s accounting periods beginning on or after April 1, 2012 or later periods and are expected to be
relevant to the Company. The Company does not plan to adopt these standards early.

IFRS 9, Financial [nstruments

IFRS 9 simplifies the classification, recognition and measurements for financial assets, liabilities and some
contracts to buy or sell non-financial items. IFRS 9 is effective for annual periods beginning on or after
January 1, 2015, Management is currently assessing the impact of the adoption of this standard.

[FRS 10, Consolidated Financial Statements

IFRS 10 owtlines the requirements for the preparation and presentation of consolidated financial statements,
requiring entities to consolidate entities it controls. Control requires exposure or rights to variable returns and
the ability to affect those returns through power over an investee. IFRS 10 is effective for annual periods
beginning on or after 1 January 2013. Management is currently assessing the impact of the adoption of this
standard.

IFRS 12, Disclosure of Interests in Other Entities

IERS 12 brings together into a single standard ali the disclosure requirements about an entity’s interests in
subsidiaries, joint arrangements, associates and unconsolidated structured entities, IFRS 12 requires the
disclosure of informatien about the nature, risks and financial effects of these interests. IFRS 12 is effective
for annual periods beginning on or after January 1, 2013. Management is currently assessing the impact of the
adoption of this standard.

IFRS 13, Fair Value Measurement

IFRS 13 aims to improve consistency and reduce complexity by providing a precise definition of fair value
and a single source of fair value measurement and disclosure requirements for use across IFRS. The
requirements do not extend the use of fair value accounting but provide guidance on how it should be applied
where its use is already required or permitted by other standards within IFRS. The Company is yel to assess
IFRS 13’s full impact. The standard is effective for accounting periods beginning on or after January I, 2013.
Management is currently assessing the impact of the adoption of this standard.

Investments

Investments classified as available-for-sale comprise the following:

2013 2012
Cost Fair value Cost Fair value

Equity securities $ 147912 0§ 172,564  § 295459 $ 938,688




POLARIS HOLDING COMPANY LIMITED
Notes to the Consolidated Financial Statements

March 31,2013

4. Investments (continued)
At March 31, 2013, the Company's holdings in equity securities consist of one security of a company
incorporated and operating from Bermuda. During the year the Company sold its holding of 10,800 shares in an
insurance company with global operations for proceeds of $911,412 resulting in a realized gain of $803,891.

Management has the ability and intention to hold equity securities over the long-term but may dispose of
individual securities in response to liquidity needs or adverse market conditions.

During the year the Company had unrealized gains of $24,652 (2012 - $36,219) on its equity investments which
are recognized in other comprehensive income as a separate component within equity. Daring the year ended
March 31, 2012, the Company recognized an impairment charge on its equity investments of $40,024.

5. Investment property

Investment property comprises land being held in MRH and is not depreciated. The property, which is leased to
two tenants on a month-by-month basis,earne d rental income of $101,249 for the year (2012 - $100,847).

2013 2012

Cost $ 3,000,000 $ 3,000,660

The properly was valued by an independent appraiser on March 8, 2011 at a value of $3,000,000. This vatue is
not considered to be significantly different as at March 31, 2013 based on market conditions,
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POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statements

March 31,2013

10.

Cash and cash equivalents

The effective interest rate earned on cash and cash equivalents for the year ended March 31, 2013 was
0.18% (2012 - 0.20%;.

Inventory

Inventory of $1,194,558 {2012 - $1,265,445) is stated net of a provision for obsolescence of $184,907 (2012 -
$95,166). Inventory recognized as an expense amounted to $321,085 (2012 - $397,432) and is included in
stevedoring expenses in the consolidated statement of comprehensive income.

Employee pension benefits

The total expense incurred for the Company’s defined contribution plan was $175,998 (2012 - §£185,516).

The {otal pension benefits expense is included in employee benefits in the consolidated statement of
comprehensive income. Employee benefits also include the expense of providing heaith insurance benefits to

employees during the term of their employment.

Personnel expenses

2013 2012
Short term employment benefits § 4,293,251 $ 4,421,709
Key management compensation 329,271 331,460
Compulsory payroll tax, social insurance and health scheme contributions 872,591 762,592
Payment to defined contributions pension scheme (Note 9) 175,998 185,516
Other employee benefit expense 34,500 33436

§ 5,705,611 $ 5734713

Personnel expenses are included in stevedoring expenses and administrative salaries and wages in the
consolidated statement of comprehensive income.




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statements

March 31,2013

Long-term debt

In Pecember 2009 the Company secured a loan of $2,693,934 from a Bermuda bank. The loan is a variable
rate promissory note and at year end the monthly payments were $31,738. The loan is due for repayment on
July 26, 2016, The interest rate is set al 2.90% above the bank’s Bermuda dollar base rate. The effective
interest rate for the year was 6.40% (2012 - 6.23%).

in December 2011 a subsidiary company, ESR, secured a 15 year United States dollar loan of $3 million from
William E. Meyer Ltd., a related party. The loan is an adjustable promissory note and at year end the monthly
payments were $23,723 currently bearing interest at 5% per annum. The rate is adjusted and fixed at the
beginiing of the 6™ and 11" year of the loan to reflect a rate equal to 1.5% above the Bermuda doltar base rate.
Interest paid to the related party during the year was $145,140. Interest for the year ended March 31, 2012 of
$37,359 was capitalized as a component of the cost of additions to cranes and heavy equipment included in
properly plant and equipment (Note 6). The Company made a balloon principal repayment of $500,000 on
March [4, 2013,

The expected loan principal payments due by financial year are as follows:

2014 $ 489,344
2015 519,055
2016 550,596
2017 324,969
2018 and thereafier 1,582,873

$ 3,466,837

Sliare capital

The Company’s authorized share capital is $2,000,000 represented by 2,000,000 common shares of par value
$1 each. At March 31, 2013 1,244,600 (2012 - 1,244,600) shares were issued and fully paid. As explained in
Note 1, Polaris Holding Company Limited was created 1o facilitate the restructuring of the Stevedoring
Services Limited group by way of a court approved Scheme of Arrangement. The Scheme was the vehicle by
which the shares of Stevedoring Services Limited were transferred to Polaris Holding Company Limited on the
same basis as they were held in Stevedoring Services Limited, and thesc new shares replaced the shares of
Stevedoring Services Limited listed on the Bermuda Stock Exchange, The Scheme became effective on
March 28, 2011 after sharcholder and Supreme Court approval.

As at March 31, 2013, the total directors® and officers’ shareholdings were 61,211 {2012 - 61,211} shares. No
rights to subscribe for shares in the Company have been granted to or exercised by any director or officer.

The holders of common shares are entitled to receive dividends as declared from time to time. The following
dividends were declared and paid by the Company:

2013 02
0.05 (2012 - 0.05) cents per qualifying ordinary share — June $ 62,230 $ 62,230
0.05 (2012 - 0.025) cents per qualifying ordinary share — September 62,230 31,115
.05 (2012 - 0.025) cents per qualifying erdinary share -- December 62,230 31,115
0,05 (2012 - 0.025) cents per qualifying ordinary share — March 62,230 3115

3 248,920 $ 155,575




POLARIS HOLDING COMPANY LIMITED

Notes to the Consolidated Financial Statements

March 31,2013

13.

Share premium and general reserve
Share premium represents amounts received on subscription for share capital in excess of the stated par value.
General reserve represents amounts appropriated by the directors.

Related party transactions

Bermuda Container Line Ltd (“BCL”), Bermuda International Shipping Ltd (“BISL”), and Somers Isles
Shipping Lid (*SISL”), are companies which are related by virtue of common significant influence by directors
of the Company. Meyer Freight Ltd is the agent for Bermuda International Shipping Lid and Somers Isle
Shipping Ltd.

During the year, the Company earned stevedoring revenue from Bermuda Container Line Ltd., of $3,792,051
(2012 - $3,898,368). Included in accounts receivable at year end is $394,053 {2012 - $343,266) due from
Bermuda Container Line Lid,

The Company also ecarned stevedoring revenue of $4,890,609 (2012 - $5,442,523) from both Bermuda
International Shipping Ltd and Sotmers Isle Shipping Ltd. Included in accounts receivable as at March 31, 2013
is $471,072 (2012 - $364,647) due from both companies,

Finance income

Finance income comprises of the following:

2013 2012
Gain on sale of investments (Note 4} $ 803,891 $ -
Dividend income 31,282 26,060
Interest income 4,967 11,442

5 840,140 $ 37,502

Earnings per share

Earnings per share is computed by dividing profit for the year by the monthly weighted average number of
shares outstanding during the year.
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17.

(@)

()

Finauncial instruments
Fair value

The fair value of cash and cash equivalents, short-term deposits, accounts receivable and accounts payable and
accrued expenses approximates their carrying value due fo their short-term maturity. The fair value of
investments is based on quoted markef prices and is presented in Note 4.

The fair vatue of the long-term debt is included in Note 17(e} and takes into account the interes( rate of the
loan.

Certain items such as inventory, property, plant and equipment and prepaid expenses are excluded from fair
value disclosure. Thus the total fair value amounts cannot be aggregated to determine the underlying economic
value of the Company.

The fair value hierarchy table below summarizes the inputs used to value the Company’s financial assets
cartied at fair value:

2013 Level | Level 2 Level 3 Total
Investments — equity securities $ 172,564 $ - $ - $ 172,564
$ 172,564 h - $ - $ 172,564
2012 Level Level 2 Level 3 Total
Investments — equity securities $ 938,688 3 - b3 - $__ 938,688
$ 938,688 b - $ - $ 938,688
Credit risk

A conceniration of credit risk exists when there are significant contracts with individual counterparties or when
groups of issuers or counterparlies have similar business characteristics that would cause their ability to meet
contractual commitments to be adversely affected, in a similar manner, by changes in the economy or other
market conditions.

At March 31, 2013, 70% (2012 - 76%) of the Company’s cash and cash equivalents are held with a single
Bermuda bank.

At March 31, 2013, 80% (2012 - 96%) of the Company’s accounts receivable balance is due from three
customers,

Management does not believe that there is any significant credit risk with respect to its cash and cash
equivalents as the financial institutions at which these balances are held are regulated by the Bermuda
Monetary Authority.
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(b)

(c)

@

Financial insfruments {continued}
Credit risk (continued)

In addition, the Company’s major customers have been transacting with the Company for a number of years
and losses have not occurred. Therefore, management does not believe there is significant credit risk arising
fromt accounts receivable balances. The maximum exposure to credit risk for accounts receivable is represented
by the carrying value on the consolidated statement of financial position. The Company establishes an
allowance for impairment that represents its estimate of incurred losses in respect of accounts receivable, The
ageing of accounts receivable ai the reporting date is as follows:

2013 2012

Current 8 845,536 $ 665,838
Past 30 days 225,003 70,029
Past 60 days - 90
Past 90 days 11,213 6.071
1,081,814 742,028
Less: allowance for impairment (1,000} {1.000)

$ 1,080,814 3 744,028

There was no movement in the allowance for impairment in respect o f accounts receivable during the year.

Interest vafe risk

Interest rate risk arises from the possibility that changes in interest rates will affect interest carned on cash and
cash equivalents and interest paid on long-term debt, Interest is earned on cash and cash equivatents at variable
rates. Interest is paid on the Company’s fong-term debt at variable rates as explained in Note 11. Management
does not believe that the Company is exposed to significant interest rate risk. An increase of one percent in
interest rates at the reporting date would have increased equity and profit for the year by $39,644 (2012 -
$23,000) assuming all other variables remain constant. An equat change in the opposite direction would have
decreased equity and profit by the same amount.

Market risk

Equity price risk arises from available-for-sale marketable securities held by the Company. The primary goal of
the Company’s investment strategy is to maximize investment returns, Management is assisted by external
advisors in this regard, The performance of the investment porifolio is actively monitored, The Company’s
equity investments are listed on the Bermuda Stock Exchange and are classified as available-for-sale. A two
percent increase in market prices at the reporting date, assuming all other variables remain constant, would
have increased equity by $3,451 (2012 - $18,774). An equal change in the opposite direction would have
decreased equity by the same amount. There would be no impact on the Company’s reported praofit for the year.

Management does not believe that the Company is exposed to significant currency risk, as the majority of the
Company’s transactions are denominated in Bermuda dollars or United States dollars and there are no
significant foreign currency denominated assets and liabilities at the reporting date.
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(e)

Finaneial instruments (continued)

Liquidity risk

Liquidity risk is the risk the Company will not be able to meet its financial obligations as they fall due. The
Company maintains sufticient cash together with cash generated from the collection of accounts receivable to

meet alf its liabilities as they fall due.

The table below categorizes the Company’s financial liabilities into relevant maturity groupings based on the
remaining period at the balance sheet date to the contractual maturity date. The amounts in the table are

contractual undiscounted consolidated cash flows.

6 months6 -i2 1-2 2-15
Total or less months years years
As at March 31, 2013
Accounts payable and accrued
expenses $ 590,610 $ 590,010 $ - % - % -
Long-term debt 4,065,284 332,771 332,771 1,331,083 2,068,659
$ 4,655,294 § 922,781 § 332,771 § 1,331,083 § 2,008,659
6 monthsé -12 1-2 2-15
Total or less months years years
As at March 31,2012
Accounts payable and accrued
expenses $ 699,351 § 699350 $ - % - § -
Long-term debt 5,849.003 332,771 332,771 665,542 4,517,979
$ 6,548,414 $1,032,122 $ 332,771 $ 665,542 § 4,517,979
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Capital management

The Company’s capital comprises shareholders equity, which consists of share capital, share premium, general
resetve, retained earnings and accumulated other comprehensive income. The Company’s capital management
approach is driven by its operational requirements whilst functioning within Bermuda’s economic, commercial,
and regulatory environment. The Company’s strategy is approved by the Board of Directors. The Board of
Directors also monitors the level of dividends to ordinary shareholders. It is the Company’s policy to maintain
a strong capital base to support operational needs at all times, to provide returns to its shareholders and to
maintain investor, creditor and market confidence, and to sustain fature development of the business, The
Company also maintains discipline over its investment decisions. The allocation of capital is monitored to
ensure that returns are appropriate after taking account of capital cost.

Polaris Holding Company Limited’s capital management policies and principles define the process by which
the Company examines the risk profiles from both economic and regulatory capital viewpoints. This ensures
that the minimum levels of capital are maintained to meet the following circumstances:

i. Remain sufficient to support the Company’s risk profile and outstanding commitments.
ii. Capable of withstanding a severe economic downlurn scenario.
ifi. Remain consistent with the Company’s strategic and operational goals whilst maintaining the

Board of Directors’ and shareholders’ expectations.
p

There were no changes to the Company’s approach to capital management during the year. The Company is not
exposed to externally Imposed capital requirements.

Operating scgments

The reportable operating segments are as follows:

1. Polaris Holding Company Limited carries on business as an investment holding company in Bermuda.

2. Stevedoring Services Limited carries on the business as a stevedoring company in Bermuda.

3. Equipment Sales and Rental Limited carries on the business of purchasing and leasing heavy aperating
machinery and equipment in Bermuda.

4. Mill Reach Holding Limited carries on the business of leasing its land to businesses as office and

business space in Bermuda,

For management purposes, the Group is organized into these four separate business segments based on their
products and services. For fihancial reporting purposes, these four companies are the main contributing factors
for the consolidated financial statements of Polaris Holding Company Limited.

Management including the chief operating decision maker, monitors the operating results of the business
segments separately for the purpose of making decisions about resources to be allocated and of assessing
performance. Segment performance is evaluated based on the profit or loss of the company which is explained
in the table below,

Due to leasing arrangement between Equipment Sales and Rental Limited (the “lessor”) and Stevedoring
Services Limited (the “lessee”) for the use of the heavy port operating equipment, an elimination transaction in
the amount of $1,344,000 (2012 - $999,000) was recognized under the Polaris Holding Company Limited
group structure.
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19, Operating segments (continued)
2013

Revenuefexpenses (stated in $000°s)

PHC SSL ESR MRH Elimination Consolidated
External revenue $ - $ 9,140 § - $ 83 3 — $ 9,223
hiter-segment 229 — 1,344 18 (1,591) —
Other income 771 25 - - - 796
Total revenue $ 1,006 3 9165 § [344  § 101§ (1,591 § 10,019
Expenses $ 48 $ 8,028 § 865 % 34 % - $ 8975
Loss on sale equipment - - 295 - — 295
Inter-segment - 1,344 247 - (1.591) -
Total expenses b 48 § 9372 § 1,407 % 34 $ (1,591 § 9270
Profit (loss) for the year  § 952 § (207 § 63) % 67 § - b 749
2012
Revenuelexpenses (stated in $000°s}

PHC SSL ESR MRH Elimination Consolidated
External revenue $ - $ 9,389 § - $ 101§ - $ 9,490
Inter-segmett - - 999 - {999) -
Other income - 36 I - - 37
Total revenue $ - $ 9425 § 1,600 § 101 § (999 $ 9,527
Expenses ' $ - $ 8,381 § 858 % 23 8 - $ 9,262
Inter-segment 999 - - (999} -
Total expenses $ - $ 9380 § 858 § 23§ (999) § 9,202

Profit for the year $ - 3 45 % 142 3 78 $ - $ 265
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19. Operating segments (continued)
As at March 31, 2013
Total
reportable
PHC SSL ESR MRH segments  Elimination Total
Assels $ 1,319 5 4,780 8,119 3,176 § 17,394 §  (1,591) § 15,803
Liabilities 12 1,031 4,572 33 5,648 (1,591) 4,057
Capital
expenditure - - 3,388 - 3,388 — 3,388
As at March 3, 2012
Total
reportable
PHC SSL ESR MRE segments  Elimination Total
Assets § — $ 6,604 8,295 3,108 & 18,007 § (999) $ 17,008
Liabilities - 1,412 4,657 33 6,102 (999) 5,103
Capital
expenditure - 189 853 — 1,042 — 1,042




