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Paranova Pack A/S

Statement of the Board of Directors and Executive Board on

the annual report

We have on this day presented the annual report for the financial year  01.01.16 - 31.12.16 for

Paranova Pack A/S.

The annual report is presented in accordance with Danish Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the the company's

assets, liabilities and financial position as at 31.12.16 and of the results of the the company's

activities  for the financial year 01.01.16 - 31.12.16.

We believe that the management's review includes a fair review of the matters dealt with in

the management's review.

The annual report is submitted for adoption by the general meeting.

Herlev, May 22, 2017

Executive Board

Rasmus Helt Poulsen

Board Of Directors

Erik Bernhard Pfeiffer
Chairman

Dirk Andreas Oltersdorf Hans-Joachim Oltersdorf
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Paranova Pack A/S

Independent auditor’s report

To the Shareholder of Paranova Pack A/S

Opinion

We have audited the financial statements of Paranova Pack A/S for the financial year

01.01.16 - 31.12.16, which comprise the income statement, balance sheet, statement of

changes in equity and notes, inclusive of accounting policies. The financial statements are

prepared in accordance with Danish Financial Statements Act

In our opinion the financial statements give a true and fair view of the company's assets, lia-

bilities and financial position at 31.12.16 and of the results of the company's operations for

the financial year 01.01.16 - 31.12.16 in accordance with the Danish Financial Statements

Act.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing and the

additional requirements applicable in Denmark. Our responsibilities under those standards

and requirements are further described in the “Auditor’s responsibilities for the audit of the

financial statements” section of our report. We are independent of the company in

accordance with the International Ethics Standards Board for Accountants’ Code of Ethics

for Professional Accountants (IESBA Code) and the additional requirements applicable in

Denmark, and we have fulfilled our other ethical responsibilities in accordance with these

requirements. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion. 

Statement regarding the management’s review

Management is responsible for management’s review. 

Our opinion on the financial statements does not cover management’s review, and we do

not express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read mana-

gement’s review and, in doing so, consider whether management’s review is materially

inconsistent with the financial statements or our knowledge obtained during the audit, or

otherwise appears to be materially misstated.

Moreover, it is our responsibility to consider whether management’s review provides the

information required under the Danish Financial Statements Act.
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Paranova Pack A/S

Independent auditor’s report

Based on the work we have performed, we conclude that management’s review is in

accordance with the financial statements and has been prepared in accordance with the

requirements of the Danish Financial Statements Acts. We did not identify any material

misstatement of management’s review.

Management's responsibility for the financial statements

The Management is responsible for the preparation of financial statements that give a true

and fair view in accordance with the Danish Financial Statements Act. Furthermore the

Management is responsible for the internal control as the Management determines is

necessary to enable the preparation of financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the

company’s ability to continue as a going concern, disclosing, as applicable, matters related

to going concern and using the going concern basis of accounting in preparing the financial

statements unless management either intends to liquidate the company or to cease

operations, or has no realistic alternative but to do so. 

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as

a whole are free from material misstatement, whether due to fraud or error, and to issue an

auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,

but is not a guarantee that an audit conducted in accordance with International Standards

on Auditing and the additional requirements applicable in Denmark will always detect a

material misstatement when it exists. Misstatements can arise from fraud or error and are

considered material if, individually or in the aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these financial statements. 

As part of an audit conducted in accordance with International Standards on Auditing and

the additional requirements applicable in Denmark, we exercise professional judgment and

maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the financial statements,

whether due to fraud or error, design and perform audit procedures responsive to those

risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for

our opinion. The risk of not detecting a material misstatement resulting from fraud is

higher than for one resulting from error as fraud may involve collusion, forgery, intentional

omissions, misrepresentations, or the override of internal control.
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Paranova Pack A/S

Independent auditor’s report

 Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expres-

sing an opinion on the effectiveness of the company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis of

accounting in preparing the financial statements and, based on the audit evidence

obtained, whether a material uncertainty exists related to events or conditions that may

cast significant doubt on the company’s ability to continue as a going concern. If we con-

clude that a material uncertainty exists, we are required to draw attention in our auditor’s

report to the related disclosures in the financial statements or, if such disclosures are

inadequate, to modify our opinion. Our conclusions are based on the audit evidence

obtained up to the date of our auditor’s report. However, future events or conditions may

cause the company to cease to continue as a going concern.

 Evaluate the overall presentation, structure and contents of the financial statements,

including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that gives a true and fair view.

We communicate with those charged with governance regarding, among other matters, the

planned scope and timing of the audit and significant audit findings, including any

significant deficiencies in internal control that we identify during our audit. 

Soeborg, Copenhagen, May 31, 2017

Beierholm
Statsautoriseret Revisionspartnerselskab

CVR no. 32 89 54 68

Jan Nygaard

State Authorized Public Accountant
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Management’s review

FINANCIAL HIGHLIGHTS

Key figures

Figures in DKK '000 2016 2015 2014 2013 2012

Profit/loss

Revenue 1.006.003 1.132.371 1.093.680 990.120 749.517
Indeks 134 151 146 132 100

Gross profit 37.905 19.434 22.719 26.433 33.418
Indeks 113 58 68 79 100

Operating profit/loss 15.958 284 4.931 9.491 26.107
Indeks 61 1 19 36 100

Total net financials -253 -5.462 730 -310 -7.022
Indeks 4 78 -10 4 100

Profit/loss for the year 12.217 -4.047 4.415 3.612 14.295
Indeks 85 -28 31 25 100

Balance

Total assets 366.236 316.512 412.852 353.354 339.525
Indeks 108 93 122 104 100

Equity 30.535 32.831 38.770 32.947 29.335
Indeks 104 112 132 112 100

Ratios

2016 2015 2014 2013 2012

Profitability

Gross margin %4 %2 %2 %3 %4

Profit margin %2 %0 %0 %1 %3

Equity ratio

Equity interest %8 %10 %9 %9 %9
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Paranova Pack A/S

Management’s review

Others

Number of employees (average) 36 30 28 28 14

Gross margin:
Gross result x 100

Revenue

Profit margin:
Operating profit/loss x 100

Revenue

Equity interest:
Equity, end of year x 100

Total assets
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Paranova Pack A/S

Management’s review

Primary activities

Paranova Pack A/S is the operational company within the Paranova Group.

Development in activities and financial affairs

The income statement for the period 01.01.16 - 31.12.16 shows a profit/loss of DKK'000

12,217 against DKK'000 -4,047 for the period 01.01.15 - 31.12.15. The balance sheet shows

equity of DKK'000 30,535.

The management considers the net profit for the year to be satisfactory.

Information on going concern

The Company has received a letter of support from the Company's ultimate parent, MPA

Pharma GmbH stating that MPA Pharma GmbH guarantees that the Company has the

necessary capital resources and liquidity available until at least 31 December 2017.

Outlook

Management expects for next year a result at the same level as the current year.

Special risks

Currency risks

A significant share of the sourcing is in foreign currencies. Part of this hedged through

currency contracts, but there is a risk involved for the remaining part.

It is company policy to hedge commercial currency risk . The Company does not engage in

speculative currency positions.

Interest rate risks

The Company's interest-bearing receivables and debt substantially relate to balances with

group enterprises that carry interest according to concluded agreements. The Company's

most significant risk relates to foreign currency adjustments of balances that are booked in

local currencies.

Corporate social responsibility

With reference to the Danish Financial Statements Act – article 99 a the company can

declare that is has established policies for Corporate Social Responsibility – including human

rights, social responsibility, environmental- and climate responsibility and anti- corruption

measures. 
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Paranova Pack A/S

Management’s review

Paranova is importing, repackaging and distributing pharmaceutical products that have

been marketed by respected pharmaceutical companies within The European Union.

Paranova has no control or impact on the manufacturing of the active ingredients or the

finished dosage forms. Paranova does however seek to stay informed about the

manufacturers policies for CSR on a general level and in special cases also on product level. 

Paranova has established standard terms for its suppliers whereby these must establish and

follow their own policies for Corporate Social Responsibility – which must as a minimum

follow the international conventions ILO 29, 87, 98, 100, 105, 111, 138 and 182 in addition to

UN convention on the rights of the children. 

Paranova is a founding sponsor of the orphanage for girls ENABLE (www.enable.dk) in south

eastern India and maintains an active role on board level in the management of the

orphanage.  Paranova’s employees are supporting a local charity for Children with Cancer. 

Paranova aims at reducing its global footprint through internal policies for waste recycling,

energy efficiency and preference for products with no or little environmental impact.

Paranova has acquired CO2 quotas to offset its CO2 footprint.

Paranova is actively cooperating with the local authorities in bringing unemployed back to

the labor market through job training. 

Target figure for the underrepresented gender

Target figures for the Board of Directors

Paranova Group A/S currently has no women on its board of directors. The board consists of

3 members, and due to the ownership structure of the group, the members are primarily

shareholders in the group.

The target figure for the group for the underrespresented sex is to increase the

representation og women to 25 % within the following 3 years. The group will continue its

recruitment initiatives with the aim to engaging qualified women board members.
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Paranova Pack A/S

Income statement

2016 2015

Note DKK '000 DKK '000

Revenue 1.006.003 1.132.371

Other operating income 384 352
Costs of raw materials and consumables -960.422 -1.104.390
Other external expenses -8.060 -8.899

Gross profit 37.905 19.434

1 Staff costs -21.516 -18.662

Profit/loss before depreciation, amortisation, write-
downs and impairment losses 16.389 772

Depreciation, amortisation, impairment losses and write-
downs of property, plant and equipment -431 -488

Profit/loss before net financials 15.958 284

3 Financial income 18.231 29.551
4 Financial expenses -18.484 -35.013

Profit/loss before tax 15.705 -5.178

Tax on profit or loss for the year -3.488 1.131

Profit/loss for the year 12.217 -4.047

5 Distribution of net profit
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Paranova Pack A/S

Balance sheet

ASSETS

31.12.16 31.12.15

Note DKK '000 DKK '000

Acquired rights 114 0

6 Total intangible assets 114 0

Other fixtures and fittings, tools and equipment 174 584

7 Total property, plant and equipment 174 584

Total non-current assets 288 584

Raw materials and consumables 53.325 28.223
Manufactured goods and goods for resale 111.890 85.966
Prepayments for goods 30.415 22.438

Total inventories 195.630 136.627

Trade receivables 2.833 78
Receivables from group enterprises 147.179 156.826

10 Deferred tax asset 18.323 21.164
Income tax receivable 531 12

8 Prepayments 1.248 1.040

Total receivables 170.114 179.120

Cash 204 181

Total current assets 365.948 315.928

Total assets 366.236 316.512
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Paranova Pack A/S

Balance sheet

EQUITY AND LIABILITIES

31.12.16 31.12.15

Note DKK '000 DKK '000

9 Contributed capital 500 500
Retained earnings 30.035 17.331
Proposed dividend for the financial year 0 15.000

Total equity 30.535 32.831

11 Payables to group enterprises 12.500 12.500

Total long-term payables 12.500 12.500

Trade payables 14.885 17.480
Payables to group enterprises 279.092 212.029
Other payables 29.224 41.672

Total short-term payables 323.201 271.181

Total payables 335.701 283.681

Total equity and liabilities 366.236 316.512

12 Contingent liabilities
13 Charges and security
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Statement of changes in equity

Figures in DKK '000 Share capital
Retained
earnings

Proposed
dividend for the

financial year

Statement of changes in equity for
01.01.15 - 31.12.15

Balance pr. 01.01.15 500 37.783 0
Other changes in equity 0 -1.405 0
Net profit/loss for the year 0 -19.047 15.000

Balance as at 31.12.15 500 17.331 15.000

Statement of changes in equity for
01.01.16 - 31.12.16

Balance as at 01.01.16 500 17.331 15.000
Fair value adjustment of hedging

instruments 0 487 0
Dividend paid 0 0 -15.000
Net profit/loss for the year 0 12.217 0

Balance as at 31.12.16 500 30.035 0
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Paranova Pack A/S

Notes

2016 2015
DKK '000 DKK '000

1. Staff costs

Wages and salaries 18.953 15.804
Pensions 1.356 1.435
Other social security costs 158 135
Other staff costs 1.049 1.288

Total 21.516 18.662

Average number of employees during the year 36 30

2. Fees to auditors appointed by the general meeting

Statutory audit of the financial statements 110 161
Other assurance engagements 124 11

Total 234 172

3. Financial income

Interest, group enterprises 4.285 3.540
Foreign currency translation adjustments 13.946 26.011

Total 18.231 29.551
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Paranova Pack A/S

Notes

2016 2015
DKK '000 DKK '000

4. Financial expenses

Interest, group enterprises 4.420 4.381
Other interest expenses 22 1.974
Foreign currency translation adjustments 13.825 28.550
Other financial expenses 217 108

Total 18.484 35.013

5. Distribution of net profit

Proposed dividend for the financial year 0 15.000
Retained earnings 12.217 -19.047

Total 12.217 -4.047

6. Intangible assets

Figures in DKK '000 Acquired rights

Additions during the year 135

Cost as at 31.12.16 135

Amortisation during the year -21

Amortisation and impairment losses as at 31.12.16 -21

Carrying amount as at 31.12.16 114
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Paranova Pack A/S

Notes

7. Property, plant and equipment

Figures in DKK '000
Plant and

machinery

Other fixtures
and fittings,

tools and
equipment

Cost as at 01.01.16 660 1.716
Disposals during the year 0 -42

Cost as at 31.12.16 660 1.674

Depreciation and impairment losses as at 01.01.16 -660 -1.132
Depreciation during the year 0 -410
Reversal of depreciation of and impairment losses on

disposed assets 0 42

Depreciation and impairment losses as at 31.12.16 -660 -1.500

Carrying amount as at 31.12.16 0 174

8. Prepayments

Other prepayments 1.248 1.040
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Paranova Pack A/S

Notes

9. Share capital

The share capital consists of:

500 500

Total 500

The share capital consists of 500 shares, each with a nominal value of DKK 1.000. No shares
hold particular rights.

10. Deferred tax

Balance as at 01.01.16 21.164 20.335
Deferred tax recognised in the income statement -2.841 692
Deferred tax recognised in equity 0 137

Balance as at 31.12.16 18.323 21.164

Deffered tax asset mainly concerns tax losses carried forward. On basis of the expectations
for the coming years results, deffered tax assets has been recognized at nominal value.

11. Longterm payables

Figures in DKK '000
Total payables

at 31.12.16
Total payables

at 31.12.15

Payables to group enterprises 12.500 12.500

Total 12.500 12.500
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Paranova Pack A/S

Notes

12. Contingent liabilities

Lease commitments

The company has concluded lease agreements with terms to maturity of 36-80 months and

average lease payments of DKK 327k, a total of DKK 9.233k. 

Other contingent liabilities

The company is taxed jointly with the other Danish companies in the group and is liable for

income taxes on a pro rata basis for the jointly taxed companies. The maximum liability

totals an amount corresponding to the share of the capital in the company which is owned

directly or indirectly by the ultimate parent. The maximum liability totals DKK 0k at the

balance sheet date, of which DKK 0k is recognised in the balance sheet. The liability also

includes any subsequent corrections to the calculated tax liability as a consequence of

changes made to the jointly taxable income etc.

The company has rent obligations with an average annual payment of DKK 530k. The total

obligations is DKK 530k.
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Notes

13. Charges and security

The company has not provided any other security over assets.
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Notes

14. Accounting policies

GENERAL

The annual report is presented in accordance with the provisions of the Danish Financial

Statements Act (Årsregnskabsloven) for large  enterprises in reporting class C.

Change in accounting policies

Except for the areas mentioned above, the accounting policies have been applied consist-

ently with the previous year.

Basis of recognition and measurement

Income is recognised in the income statement as earned, including value adjustments of fin-

ancial assets and liabilities. All expenses, including depreciation, amortisation, impairment

losses and write-downs, are also recognised in the income statement.

Assets are recognised in the balance sheet when it is probable that future economic benefits

will flow to the company, and the value of such assets can be measured reliably. Liabilities

are recognised in the balance sheet when it is probable that future economic benefits will

flow from the company, and the value of such liabilities can be measured reliably. On initial

recognition, assets and liabilities are measured at cost. Subsequently, assets and liabilities

are measured as described for each item below.

On recognition and measurement, account is taken of foreseeable losses and risks arising

before the date at which the annual report is presented and proving or disproving matters

arising on or before the balance sheet date.

CURRENCY

The annual report is presented in Danish kroner (DKK).

On initial recognition, transactions denominated in foreign currencies are translated using

the exchange rates applicable at the transaction date. Exchange rate differences between

the exchange rate applicable at the transaction date and the exchange rate at the date of

payment are recognised in the income statement as a financial item. Receivables, payables

and other monetary items denominated in foreign currencies are translated using the

exchange rates applicable at the balance sheet date. The difference between the exchange

rate applicable at the balance sheet date and at the date at which the receivable or payable

arose or was recognised in the latest annual report is recognised under financial income or

expenses in the income statement. Fixed assets, inventories and other non-monetary assets

acquired in foreign currencies are translated using historical exchange rates.
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Paranova Pack A/S

Notes

14. Accounting policies  -  continued  -

DERIVATIVE FINANCIAL INSTRUMENTS

On initial recognition, derivative financial instruments are measured at cost. Subsequently,

they are measured at fair value and recognised under other receivables and other payables,

respectively.

Fair value adjustment of derivative financial instruments classified as and meeting the

criteria for hedging future cash flows (cash flow hedging) are recognised in equity. In the

event that the hedged transaction results in the recognition of an asset or a liability, the

accumulated fair value adjustment of the hedging instrument, which was previously

recognised in equity, will be included in the cost of the asset or the liability. In the event that

the hedged transaction results in the recognition of an income or an expense, the

accumulated fair value adjustment of the hedging instrument, which was previously

recognised in equity, will be recognised together with the hedged income or expense.

If the hedged transaction is no longer expected to occur, the cash flow hedging treatment is

discontinued, and the accumulated fair value adjustment of the hedging instrument is

transferred to other net financials in the income statement. If the hedged transaction is still

expected to occur, but the criteria for cash flow hedging are no longer met, the hedging

treatment is discontinued, and the accumulated fair value adjustment of the hedging

instrument remains in equity until the transaction occurs.

Fair value adjustments of derivative financial instruments that do not meet the criteria for

hedge accounting treatment are recognised under other net financials in the income

statement on an ongoing basis.

Fair value adjustment of derivative financial instruments that are used to hedge net

investments in independent foreign subsidiaries and associates/subsidiaries/associates are

recognised directly in equity.

LEASES

Lease payments relating to operating leases are recognised in the income statement on a

straight-line basis over the lease term.

INCOME STATEMENT

Revenue
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Notes

14. Accounting policies  -  continued  -

Income from the sale of goods is recognised in the income statement if delivery has taken

place and the risk has passed to the buyer before the end of the financial year and where the

selling price can be determined reliably and is expected to be paid. Revenue is measured at

fair value and is determined exclusive of VAT and other taxes collected on behalf of third

parties and less discounts.

Other operating income

Other operating income comprises income of a secondary nature in relation to the

enterprise’s activities, including rental income, negative goodwill and gains on the sale of

intangible assets and property, plant and equipment.

Costs of raw materials and consumables

Costs of raw materials and consumables comprise raw materials and consumables used for

the year as well as any changes in inventories, including any inventory wastage.

Write-downs of inventories of raw materials and consumables are also recognised under raw

materials and consumables to the extent that these do not exceed normal write-downs.

Other external expenses

Other external expenses comprise costs relating to distribution, sales and advertising and

administration, premises and bad debts to the extent that these do not exceed normal write-

downs.

Staff costs

Staff costs comprise wages and salaries as well as other staff-related costs.

Depreciation, amortisation and impairment losses

The amortisation and depreciation of intangible assets and property, plant and equipment

aim at systematic depreciation and amortisation over the expected useful lives of the assets.

Assets are depreciated/amortised according to the straight-line method based on the

following expected useful lives and residual values:

Useful
lives,
years

Residual
value,

per cent
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Notes

14. Accounting policies  -  continued  -

Acquired rights 3 0
Leasehold improvements 5 0
Plant and machinery 5 0
Other plant, fixtures and fittings, tools and equipment 3-5 0

The basis of depreciation/amortisation is the cost of the asset less the expected residual

value at the end of the useful life. Moreover, the basis of depreciation/amortisation is

reduced by any impairment losses. The useful life and residual value are determined when

the asset is ready for use and reassessed annually.

Intangible assets and property, plant and equipment are impaired in accordance with the

accounting policies referred to in the ‘Impairment losses on fixed assets’ section.

Other net financials

Interest income and interest expenses, foreign exchange gains and losses on transactions

denominated in foreign currencies etc. are recognised in other net financials.

Tax on profit/loss for the year

The current and deferred tax for the year is recognised in the income statement as tax on

the profit/loss for the year with the portion attributable to the profit/loss for the year, and

directly in equity with the portion attributable to amounts recognised directly in equity.

The company is jointly taxed with Danish consolidated enterprises. 

In connection with the settlement of joint taxation contributions, the current Danish income

tax is allocated between the jointly taxed enterprises in proportion to their taxable incomes.

This means that enterprises with a tax loss receive joint taxation contributions from

enterprises which have been able to use this loss to reduce their own taxable profit. 
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Notes

14. Accounting policies  -  continued  -

BALANCE SHEET

Intangible assets

Acquired rights

Aquired rights are measured in the balance sheet at cost less accumulated amortisation and

impairment losses.

Acquired rights are amortised using the straight-line method based on useful lives, which

are stated in the ‘Depreciation, amortisation and impairment losses’ section.

Gains and losses on the disposal of intangible assets are determined as the difference

between the selling price, if any, less selling costs and the carrying amount at the date of

disposal.

Property, plant and equipment

Property, plant and equipment comprise leasehold improvements, plant and machinery as

well as other fixtures and fittings, tools and equipment

Property, plant and equipment are measured in the balance sheet at cost less accumulated

depreciation and impairment losses. 

Cost comprises the purchase price and expenses resulting directly from the purchase until

the asset is ready for use. Interest on loans arranged to finance production is not included in

the cost.

Property, plant and equipment are depreciated using the straight-line method based on

useful lives and residual values, which are stated in the ‘Depreciation, amortisation and

impairment losses’ section.

Gains and losses on the disposal of property, plant and equipment are determined as the

difference between the selling price, if any, less selling costs and the carrying amount at the

date of disposal less any costs of disposal.

Impairment losses on fixed assets

The carrying amount of fixed assets which are not measured at fair value is assessed

annually for indications of impairment over and above what is reflected in

depreciation/amortisation.
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Notes

14. Accounting policies  -  continued  -

If the company's realised return on an asset or a group of assets is lower than expected, this

is considered an indication of impairment.

If there are indications of impairment, an impairment test is conducted of individual assets

or groups of assets.

The assets or groups of assets are impaired to the lower of recoverable amount and carrying

amount.

The higher of net selling price and value in use is used as the recoverable amount. The value

in use is determined as the present value of expected net cash flows from the use of the

asset or group of assets as well as expected net cash flows from the sale of the asset or group

of assets after the expiry of their useful lives.

Impairment losses are reversed when the reasons for the impairment no longer exist. 

Inventories

Inventories are measured at cost calculated according to the FIFO principle. Inventories are

written down to the lower of cost and net realisable value.

The cost of raw materials and consumables as well as goods for resale is determined as

purchase prices plus expenses resulting directly from the purchase.

The cost of manufactured finished goods and work in progress is determined as the value of

direct material and labour costs. Interest on loans arranged to finance production is not

included in the cost.

The net realisable value of inventories is determined as the selling price less costs of

completion and costs necessary to make the sale and is determined taking into account

marketability, obsolescence and the expected development in the selling price.

Receivables

Receivables are measured at amortised cost, which usually corresponds to the nominal

value, less write-downs for bad debts.

Write-downs for bad debts are determined based on an individual assessment of each

receivable if there is no objective evidence of individual impairment of a receivable.
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Notes

14. Accounting policies  -  continued  -

Prepayments

Prepayments recognised under assets comprise costs incurred in respect of subsequent

financial years.

Cash

Cash includes deposits in bank accounts as well as operating cash.

Equity

The proposed dividend for the financial year is recognised as a separate item in equity.

Current and deferred tax

Current tax payable and receivable is recognised in the balance sheet as tax computed on

the basis of the taxable income for the year, adjusted for tax paid on account.

Joint taxation contributions payable and receivable are recognised as income tax under

receivables or payables in the balance sheet.

Deferred tax liabilities and tax assets are recognised on the basis of all temporary differences

between the carrying amounts and tax bases of assets and liabilities. However, deferred tax

is not recognised on temporary differences relating to goodwill which is non-amortisable for

tax purposes and other items where temporary differences, except for acquisitions, have

arisen at the date of acquisition without affecting the net profit or loss for the year or the tax-

able income. In cases where the tax value can be determined according to different taxation

rules, deferred tax is measured on the basis of management’s intended use of the asset or

settlement of the liability.

Deferred tax assets are recognised, following an assessment, at the expected realisable value

through offsetting against deferred tax liabilities or elimination in tax on future earnings.

Deferred tax is measured on the basis of the tax rules and at the tax rates which, according

to the legislation in force at the balance sheet date, will be applicable when the deferred tax

is expected to crystallise as current tax.

Payables

Long-term payables are measured at cost at the time of contracting such liabilities (raising

of the loan). The payables are subsequently measured at amortised cost where capital losses
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Notes

14. Accounting policies  -  continued  -

and loan expenses are recognised in the income statement as a financial expense over the

term of the payable on the basis of the calculated effective interest rate in force at the time

of contracting the liability.

Short-term payables are measured at amortised cost, normally corresponding to the nominal

value of such payables.

CASH FLOW STATEMENT

Referring to section 86(4) of the Danish Financial Statements Act a cash flow statement has

not been prepared as the enterprise is included in the consolidated cash flow statement.
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