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EPIC GAS LTD
AND ITS SUBSIDIARIES

STATEMENT BY DIRECTORS
As of the year ended 31 December 2014 and 31 December 2013 and for the years then ended

In the opinion of the directors,

(a) the consolidated financial statements as set out on pages 3 to 55 are drawn up so
as to present fairly, in all material respects, the consolidated financial position of
Epic Gas Ltd and its subsidiaries (the “Group”) as of 31 December 2014 and 31
December 2013, the results of their operations, changes in equity and their cash
flows for each of the two years then ended 31 December 2014 in accordance with
accounting principles generally accepted in the United States of America; and

(b) at the date of this statement, there are reasonable grounds to believe that the
Group will be able to pay its debts as and when they fall due

On behalf of the directors

(i) el L

Charles Maltby \\\\) Cullen M. Schaar
Director Director

17 April 2015




EPIC GAS LTD
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the years ended 31 December 2014 and 31 December 2013

Revenue

Expenses

Address and brokerage commissions
Voyage expenses

Bareboat charter hire operating expenses
Vessel operating expenses

Depreciation and amortisation

General and administrative expenses
Impairment loss on vessels

Impairment loss on vessel classified as held for sale

Share of losses from an associated company
Total expenses :

Operating loss

Other income/(expenses)
- Sundry income

- Other losses

- Finance expenses

Loss before income taxes
Income tax expense

Net loss

Other comprehensive loss, net of tax:

Currency translation differences arising from
consolidation

Fair value loss arising from cash flow hedges
Other comprehensive loss

Comprehensive loss

Note

16
16

13
19

29

29

2014 2013
us$ uss
116,556,927 78,008,734

(2,159,799)  (1,478,193)
(18,339,714)  (6,005,246)
(11,060,407)  (8,412,000)
(46,548,480)  (35,445,636)
(18,846,387)  (13,543,855)
(16,977,142)  (12,128,171)

(4,388,859) -

(7,062,778)  (1,395,548)

(11,430) -
(125,394,996) _ (78,408,649)
(8,838,069) (399,915)
22,615 49,412

(3,296,733) -
(10,747,112)  (7,308,621)
(22,859,299)  (7,659,124)

(79,757) (24,947)
(22,939,056)  (7,684,071)
(55,915) (46,579)

(1,082,584) -

(1,138,499) (46,579)
(24,077,555)  (7,730,650)

The accompanying notes form an integral part of these financial statements.



EPIC GAS LTD
AND ITS SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

As of 31 December 2014 and 31 December 2013

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables, net
Inventories

Vessels classified as held for sale
Deferred finance costs

Total current assets

Non-current assets

Restricted cash

Property, plant and equipment
Advances for vessel under construction
Investment in unquoted equity shares
Intangible assets

Deferred finance costs

Total assets

LIABILITIES AND EQUITY

Current liabilities

Trade and other payables

Deferred income

Capital lease liabilities

Current income tax liabilities

Current portion of non-current borrowings
Derivative finance instruments

Total current liabilities

Non-current liabilities
Capital lease liabilities

Deferred income taxes
Borrowings

Total L.iabilities

STOCKHOLDERS’ EQUITY
Share capital, par value US$0.01 per share
(2013: US$1 per share)

Shares issued (2014: 29,755,600; 2013: 203,806)

Additional paid-in capital
Share option reserve

Other reserves

Retained deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

Note

10
11
12
13
14

16 -

16
17
18
20
14

21
22
23

24
25

23
26
24

27

27
28
29

2014 2013
us$ Us$

31,172,103 39,320,330
17,024,850 6,531,777
2,767,742 1,211,448
6,769,999 2,850,500
709,863 709,863
58,444,557 50,623,918
9,480,000 5,500,000
406,804,882 258,696,496
36,127,849 35,080,912
- 6,207
12,917,408 12,917,408
1,087,134 1,796,997
524,861,830 364,621,038
12,845,966 9,598,982
4,840,912 3,168,974
6,415,708 3,422,511
45,029 67,359
40,689,289 17,442,354
1,082,584 -
65,919,488 33,700,180
68,818,946 30,689,818
58,013 17,814
161,526,139 119,717,803
296,322,586 184,125,615
297,556 203,806
258,565,112 187,665,586
1,484,781 357,581
(1,185,078) (46,579)
(30,623,127)  (7,684,071)
228,539,244 180,496,323
524,861,830 364,621,938

The accompanying notes form an integral part of these financial statements.



EPIC GAS LTD
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2014 and 31 December 2013

Balance at 1 January 2014
Issuance of shares

Share based compensation
Net loss for the year

Other comprehensive loss

Balance at 31 December 2014

Balance at 1 January 2013
Issuance of shares

Share based compensation
Net loss for the year

Other comprehensive loss

Balance at 31 December 2013

Additional Share option Other Retained
Share capital paid-in capital reserve reserves deficit Total equity
Us$ Uss Uss Uss Uss uss
Note 27 Note 27 Note 28 Note 29
203,806 187,665,586 357,581 (46,579) (7,684,071) 180,496,323
93,750 70,899,526 - - - 70,993,276
- - 1,127,200 - - 1,127,200
. - - (22,939,056) (22,939,056)
- - - (1,138,499) - (1,138,499)
297,556 258,565,112 1,484,781 (1,185,078)  (30,623,127) 228,539,244
114,415 110,418,977 - - - 110,533,392
89,391 77,246,609 - - - 77,336,000
- - 357,581 - - 357,581
- - - (7,684,071) (7,684,071)
. - - (46,579) - (46,579)
203,806 187,665,586 357,581 (46,579) (7,684,071) 180,496,323

The accompanying notes form an integral part of these financial statements.



EPIC GAS LTD
AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2014 and 31 December 2013

Cash flows from operating activities

Net loss

Adjustments for:
- Deferred income tax
- Employee share option expense
- Amortisation and depreciation
- Impairment loss on vessels
- Impairment loss on vessels classified as held for sale
- Share of losses from an associated company
- Loss on disposal of property, plant and equipment
- Amortisation of deferred finance costs
~ Unrealised translation loss/(gain)

Change in assets and liabilities:
- Decrease in inventory
- Decrease)/increase in trade and other receivables
- Increase/(decrease) in trade payables and other current

liabilities

- Increase in deferred income
Net cash provided by operating activities

Cash flows from investing activities
Restricted cash

Acquisition of unquoted equity shares
Additions to property, plant and equipment
Proceeds from sale for vessels held for sale
Advances for vessels under construction
Acquisition of interest in associated company
Net cash used in investing activities

Cash flows from financing activities
Proceeds from borrowings

Repayment of capital lease

Repayment of long-term borrowings
Payment of borrowing costs

Proceeds from issuance of shares

Net cash provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year
Effects on exchange rates on cash

Cash and cash equivalents at end of year

Supplementary cash flow information -

Cash items:

- Cash paid for income tax expenses
- Cash paid for interest expenses

Non-cash investing and financing activities

Note

10

10

2014 2013
us$ uss
(22,939,056)  (7,684,071)
40,199 8,198
1,127,200 357,581
18,846,387 13,543,855
4,388,859 -
7,062,778 1,395,548
11,430 -
39,585 -
709,863 780,107
2,777,799 (11,022)
12,065,044 8,390,196
(1,556,294) (75,248)
(10,493,073) 401,236
3,224,654 (488,048)
1,671,938 3,168,974
4,912,269 11,397,110
(3,980,000)  (5,500,000)
- (6,207)
(100,661,307)  (4,680,371)
2,850,500 -
(39,823,410)  (35,080,912)
(5,486) -
(141,619,703) _ (45,267,490)
86,268,710 148,281,250
(4,655,889)  (9,583,179)
(21,213,439)  (181,697,136)
- (3,286,967)
70,993,276 72,116,390
131,392,658 25,830,358
(5,314,776)  (8,040,022)
39,320,330 47,294,282
(2,833,451) 66,070
35,172,103 39,320,330
61,888 131,609
10,037,249 6,528,514
45,778,214 43,695,508

The accompanying notes form an integral part of these financial statements.



EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

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

2.1
(@)

General information

The accompanying consolidated financial statements include the accounts of Epic
Gas Lid (the “Company”) and its subsidiaries (collectively, the “Group”).

The Company is incorporated and domiciled in British Virgin Islands (“BVI") on 12
December 2012. The address of its registered office is PO Box 173, Kingston
Chambers, Road Town, Tortola, VG1110 British Virgin Islands.

The Group owns and operates a fleet of fully pressurised gas carriers providing
seaborne services for the transportation of liquefied petroleum gas and
petrochemicals.

The principal activities of its subsidiaries are set out in Note 33 to the financial
statements.

Significant accounting policies
Basis of preparation
Basis of preparation and management’s plans

The consolidated financial statements of the Group have been prepared on a
going concern basis which assumes that the Group will be able to continue to
meet its obligations as they become due without substantial disposition of assets
outside the ordinary course of business, or externally forced revisions of its
operations or similar actions.

For the year ended 31 December 2014, the Group has incurred net loss of
US$22.9 million and as of 31 December 2014, the Group’s working capital
deficiency is US$7.5 million. Such conditions indicate that the Group may
encounter challenges in meeting its obligations as they become due. Such
working capital deficiency is resultant from the classification of borrowings as
current liabilities due to contractual repayment terms.

Management’s strategies to mitigate the conditions discussed above include
generating higher positive cash flows from operating activities, repayment of
current indebtedness through the use of proceeds from disposal of vessels,
raising of additional capital from the capital markets, and renegotiating terms of
borrowing facilities with the Group’s borrowers to waive or amend the covenant.
Subsequent to 31 December 2014, the Group retired US$ 9.2 million in
borrowings classified as current liabilities using proceeds from the successful
disposal of vessels classified as held for sale as of 31 December 2014.




EPIC GASLTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

2.
2.1

(@)

(b)

(c)

Significant accounting policies (continued)
Basis of preparation (continued)
Basis of preparation and management’s plans (continued)

The operations of the Group require careful management of its cash and cash
equivalents and our liquidity is affected by many factors including, among others,
fluctuations in our revenue, operating costs, as well as capital expenditures.

Management periodically reviews the liquidity position of the Group and will take
actions, as necessary, to minimize the cash used in operations and retain
sufficient liquidity, through its operating activities, to meet the Group’s obligations
for the period not exceeding one year beyond the date of the financial statements.

Principle of consolidation

The consolidated financial statements of the Company and its subsidiaries (the
“Group”) have been prepared in accordance with accounting principles generally
accepted in the United States of America (‘US GAAP”). These consolidated
financial statements present the Group’s financial results from operations,
financial position and consolidated cash flows as at and for the year ended 31
December 2014.

All significant transactions and balances between the Company and its
subsidiaries have been eliminated upon consolidation. For the Company’s
majority-owned subsidiaries, non-controlling interest is recognised to reflect the
portion of their equity which is not attributable, directly or indirectly, to the Group.

In preparing the consolidated financial statements, transactions, balances and
unrealised gains on ftransactions between group entities are eliminated.
Unrealised losses are also eliminated but are considered an impairment indicator
of the asset transferred. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the Group.

Use of estimates

The preparation of financial statements in conformity with US GAAP requires
management to make estimates, judgments and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of
revenues or additional sources of cash and expenses or additional uses of cash
during the reporting period. Actual results could differ from those estimates.
Significant estimates include vessel valuation, the valuation of amounts due from
charterers, residual value of vessels, useful life of vessels, projections used in
valuing the unit awards and assessing goodwill annually for impairment, the fair
value of time charter contracts acquired, the fair value of derivative instruments,
share options and potential litigation claims and settlements.




EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

21

(d)

(e)

2.2

Significant accounting policies (continued)
Basis of preparation (continued)
Use of estimates

The preparation of financial statements in conformity with US GAAP requires
management to make estimates, judgments and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of
revenues or additional sources of cash and expenses or additional uses of cash
during the reporting period. Actual results could differ from those estimates.
Significant estimates include vessel valuation, the valuation of amounts due from
charterers, residual value of vessels, useful life of vessels, projections used in
valuing the unit awards and assessing goodwill annually for impairment, the fair
value of time charter contracts acquired, the fair value of derivative instruments,
share options and potential litigation claims and settlements.

Segment reporting

The Group follows ASC 280 "Segment Reporting”. The Group's chief operating
decision-maker (“CODM”), who has been identified as the senior management
team which includes its Chief Executive Officer and Chief Financial Officer,
reviews the consolidated results when making decisions about allocating
resources and assesses performance of the Group as a whole. Hence, the Group
has only one reportable segment.

The CODM manages the Group as a single reportable segment which is primarily
engaged in operation of fully pressurized gas carriers, providing seaborne
services for the transportation of liquefied petroleum gas and petrochemicals. lts
core services are similar in nature and these are based on the same
infrastructure.

Interpretations and amendments to published standards effective in 2014

On 1 January 2014, the Group adopted the new or amended accounting
standards updates issued by the Financial Accounting Standards Board (“FASB”)
that are mandatory for application from that date. Changes to the Group’'s
accounting policies have been made as required, in accordance with the
transitional provisions in the respective accounting standards updates. The
adoption of these new or amended accounting standards updates did not result in
substantial changes to the Group’s accounting policies and had no material effect
on the amounts reported for the current or prior financial periods except for the
following:




EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

2.2

Significant accounting policies (continued)

Interpretations and amendments to published standards effective in 2014
(continued)

Accounting Standards Update 2015-02

“Consolidation (Topic 810): Amendments to the Consolidation Analysis” requires
variable interest that is a controlling financial interest in a VIE to consolidate the
legal entity, if a fee arrangement paid to a decision maker, is determined to be a
variable interest in a VIE, the decision maker must include the fee arrangement in
its primary beneficiary determination and could consolidate the VIE on the basis of
power (decision-making authority) and economics (the fee arrangement), in
instances in which no single party has a controlling financial interest in a VIE,
current GAAP requires interests held by a reporting entity’s related parties to be
treated as though they belong to the reporting entity when evaluating whether a
related party group has the characteristics of a primary beneficiary.

Accounting Standards Update 2014-10

“Elimination of Certain Financial Reporting Requirements, Including an
Amendment to Variable Interest Entities Guidance in Topic 810, Consolidation”,
reduce data maintenance and, for those entities subject to audit, audit costs by
eliminating the requirement for development stage entities to present inception-to-
date information in the statements of income, cash flows, and shareholder equity.
The amendments are effective for annual reporting periods beginning after
December 15, 2014, and interim reporting periods beginning after December 15,
2015.

Accounting Standards Update 2014-02

“Intangibles—Goodwill and Other (Topic 350): Accounting for Goodwill” allow an
accounting alternative for the subsequent measurement of goodwill. The
accounting alternative, if elected, should be applied prospectively to goodwill
existing as of the beginning of the period of adoption and new goodwill recognized
in annual periods beginning after December 15, 2014, and interim periods within
annual periods beginning after December 15, 2015.

Accounting Standards Update 2013-02

“Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive
Income”, requires enhanced disclosures about amounts reclassified out of
accumulated other comprehensive income. The amendments have been applied
prospectively.

10



EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

2.3

2.4

(a)

Significant accounting policies (continued)

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for
the rendering of services in the ordinary course of the Group’s activities. Revenue

is recognised as follows:

Charter hire income and voyage expense recognition

Revenues are generated from both time and voyage charters.

Revenue from time chartering and voyage chartering of vessels are recognised on
a straight-line basis over the periods of such charter agreements as service is
performed.

When the Group employs its vessels on time charter, it is responsible for all the
operating expenses of the vessels, such as crew costs, stores, insurance, repairs
and maintenance. In the case of voyage charters, the vessel is contracted only for
a voyage between two or more ports, and the Group pays for all voyage expenses
in addition o the vessel operating expenses. Voyage expenses consist mainly of
in port expenses and bunker (fuel) consumption and are recognized as incurred.

Whereas commissions are paid by the Group for both time charters and voyage
charters and are recognised on pro-rata basis.

Demurrage income represents payments by the charterer to the vessel owner
when loading or discharging time exceed the stipulated time in a voyage charter.
Demurrage income is measured in accordance with the provisions of the
respective charter agreements and the circumstances under which demurrage
claims arise, and is recognised on a pro rata basis over the length of the voyage
to which it pertains.

Ship management service revenue

Fees from the provision of the Group’s ship management services are recognised
when the services have been rendered.

Employee compensation
Defined contribution plans
The Group’s contributions to defined contribution plans, including the Central

Provident Fund, are recognised as employee compensation expense when the
contributions are due.

11



EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

24

(b)

2.5

(a)

Significant accounting policies (continued)
Employee compensation (continued)
Share-based compensation

The Group has adopted ASC 718, “Compensation — Stock Compensation”, for the
accounting of stock options and other share-based payments. The guidance
requires that stock-based compensation transactions be accounted for using a
fair-value-based method. To determine the fair value of the unit awards at
December 31, 2014, the Group primarily used the discounted cash flow approach.

The Group operates an equity-settled, share-based compensation plan. Share-
based compensation includes vested and non-vested shares granted to key
management. The shares that contain a time-based service vesting condition are
considered non-vested shares on the grant date and a total fair value of such
shares is recognised as an expense under “General and administrative expenses”
in the consolidated statement of comprehensive income with a corresponding
increase in the share option reserve over the vesting period. The total amount to
be recognised over the vesting period is determined by reference to the fair value
of the options granted on the date of the grant.

Non-market vesting conditions are included in the estimation of the number of
shares under options that are expected to become exercisable on the vesting
date. At each balance sheet date, the Group revises its estimates of the number
of shares under options that are expected to become exercisable on the vesting
date and recognises the impact of the revision of the estimates in profit or loss,
with a corresponding adjustment to the share option reserve over the remaining
vesting period.

When the options are exercised, the proceeds received (net of transaction costs)
and the related balance previously recognised in the share option reserve are
credited to share capital account, when new ordinary shares are issued.

Group accounting — subsidiaries
Consolidation

Subsidiaries are entities (including special purpose entities) over which the
Company has power to govern the financial and operating policies so as to obtain
benefits from its activities, generally accompanied by a shareholding giving rise to
a majority of the voting rights. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered when assessing
whether the Company controls another entity. Subsidiaries are consolidated from
the date on which control is transferred to the Company. They are de-
consolidated from the date on which control ceases.

12



EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

2.

2.5

(b)

(c)

Significant accounting policies (continued)
Group accounting — subsidiaries (continued)
Acquisitions

The acquisition method of accounting is used to account for business
combinations by the Group.

The consideration transferred for the acquisition of a subsidiary or business
comprises the fair value of the assets transferred, the liabilities incurred and the
equity interests issued by the Group. The consideration transferred also includes
the fair value of any contingent consideration arrangement.

If the business combination is achieved in stages, the acquisition date carrying
value of the acquirer's previously held equity interest in the acquiree is re-
measured to fair value at the acquisition date; any gains or losses arising from
such re-measurement are recognised in profit or loss.

Acquisition-related costs are expensed as incurred.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a
business combination are, with limited exceptions, measured initially at their fair
values at the acquisition date.

On an acquisition-by-acquisition basis, the Group recognises any non-controlling
interest in the acquiree at the date of acquisition either at fair value or at the non-
controlling interest’s proportionate share of the acquiree’s identifiable net assets.

The excess of (a) the aggregate of the consideration transferred, the amount of
any non-controlling interest in the acquiree and the acquisition-date fair value of
any previously-held equity interest in the acquiree over (b) the fair values of the
identifiable assets acquired net of the fair values of the liabilities and any
contingent liabilities assumed, is recorded as goodwill.

Disposals

When a change in the Company’s ownership interest in a subsidiary results in a
loss of control over the subsidiary, the assets and liabilities of the subsidiary
including any goodwill are derecognised. Amounts previously recognised in other
comprehensive income in respect of that entity are also reclassified to profit or
loss or transferred directly to retained profits if required by a specific standard.

Any retained equity interest in the entity is remeasured at fair value. The
difference between the carrying amount of the retained interest at the date when
control is lost and its fair value is recognised in profit or loss.

13



EPIC GAS LTD
AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2014 and 31 December 2013

2.

2.6

Significant accounting policies (continued)
Group accounting — associated company

An associated company is an entity over which the Group has significant influence,
but not control, generally accompanied by a shareholding giving rise to voting
rights of 20% and above but not exceeding 50%.

Investments in associated company is accounted for in the consolidated financial
statements using the equity method of accounting less impairment losses, if any.

® Acquisitions

Investments in an associated company is initially recognised at cost. The
cost of an acquisition is measured at the fair value of the assets given,
equity instruments issued or liabilities incurred or assumed at the date of
exchange, plus costs directly attributable to the acquisition. Goodwill on
associated companies and joint ventures represents the excess of the cost
of acquisition of the associated company or joint venture over the Group’s
share of the fair value of the identifiable net assets of the associated

company or joint venture and is included in the carrying amount of the
investments.

(i) Equity method of accounting

In applying the equity method of accounting, the Group’s share of its

~associated company’s post-acquisition profits or losses are recognised in
profit or loss and its share of post-acquisition other comprehensive income
is recognised in other comprehensive income. These post-acquisition
movements and distributions received from the associated company are
adjusted against the carrying amount of the investment. When the Group’s
share of losses in an associated company exceeds its interest in the
associated company the Group does not recognise further losses, unless it
has legal or constructive obligations to make, or has made, payments on
behalf of the associated company. If the associated company
subsequently reports profits, the Group resumes recognising its share of
those profits only after its share of the profits equals the share of losses
not recognised.

Unrealised gains on transactions between the Group and its associated
company are eliminated to the extent of the Group’s interest in the
associated company. Unrealised losses are also eliminated unless the
transactions provide evidence of impairment of the assets transferred. The
accounting policies of associated company are changed where necessary
to ensure consistency with the accounting policies adopted by the Group.
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