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Management's report

The managing director has today presented the annual report of 4finance ApS for the financial year 1

January to 31 December 2019.

The annual report has been presented in accordance with the Danish Financial Statements Act.

I consider the accounting policies used appropriate, and in my opinion the annual accounts provide a true

and fair view of the company's assets and liabilities and its financial position at 31 December 2019 and

of the company's results of its activities in the financial year 1 January to 31 December 2019.

I am of the opinion that the management's review includes a fair description of the issues dealt with.

The annual report is recommended for approval by the general meeting.

København V, 3 April 2020

Managing Director

Jens-Ole Kyhl Klitgaard
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Independent auditor's report

To the shareholders of 4finance ApS

Opinion

We have audited the annual accounts of 4finance ApS for the financial year 1 January to 31 December

2019, which comprise accounting policies used, profit and loss account, balance sheet, statement of

changes in equity and notes. The annual accounts are prepared in accordance with the Danish Financial

Statements Act.

In our opinion, the annual accounts give a true and fair view of the company's assets, liabilities and

financial position at 31 December 2019 and of the results of the company's operations for the financial

year 1 January to 31 December 2019 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 below section “Auditor’s responsibilities for the audit of the annual accounts”.

We are independent of the company in accordance with international ethics standards for accountants

(IESBA's Code of Ethics) and the additional requirements applicable in Denmark, and we have fulfilled

our other ethical responsibilities in accordance with these standards and requirements. We believe that

the audit evidence obtained is sufficient and appropriate to provide a basis for our opinion.

The management's responsibilities for the annual accounts

The management is responsible for the preparation of annual accounts that give a true and fair view in

accordance with the Danish Financial Statements Act. The management is also responsible for such

internal control as the management determines is necessary to enable the preparation of annual accounts

that are free from material misstatement, whether due to fraud or error.

In preparing the annual accounts, the management is responsible for evaluating the company's ability to

continue as a going concern, and, when relevant, disclosing matters related to going concern and using

the going concern basis of accounting when preparing the annual accounts, unless the management either

intends to liquidate the company or to cease operations, or if it has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the annual accounts

Our objectives are to obtain reasonable assurance about whether the annual accounts as a whole are free

from material misstatement, whether due to fraud or error, and to issue an auditor’s report including an

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 may arise due to fraud

or error and may be considered material if, individually or in the aggregate, they could reasonably be

expected to influence the economic decisions made by users on the basis of the annual accounts.
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Independent auditor's report

As part of an audit conducted in accordance with international standards on auditing and the additional

requirements applicable in Denmark, we exercise professional evaluations and maintain professional

scepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement in the annual accounts, whether due to

fraud or error, design and perform audit procedures in response 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 the risk of not detecting a

misstatement resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

 Obtain an understanding of the internal control relevant to the audit 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 control.

 Evaluate the appropriateness of accounting policies used by the management and the

reasonableness of accounting estimates and related disclosures made by the management.

 Conclude on the appropriateness of the management’s preparation of the annual accounts being

based on the going concern principle and, based on the audit evidence obtained, whether a

material uncertainty exists related to events or conditions that may raise significant doubt about

the company's ability to continue as a going concern. If we conclude that a material uncertainty

exists, we are required to draw attention in our auditor’s report to the related disclosures in the

annual accounts 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 annual accounts, including the

disclosures in the notes, and whether the annual accounts reflect 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 the

internal control that we identify during our audit.

Statement on the management's review

The management is responsible for the management's review.

Our opinion on the annual accounts does not cover the management’s review, and we do not express any

kind of assurance opinion on the management's review.
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Independent auditor's report

In connection with our audit of the annual accounts, our responsibility is to read the management’s

review and in that connection consider whether the management’s review is materially inconsistent with

the annual accounts or our knowledge obtained during the audit, or whether it otherwise appears to

contain material misstatement.

Furthermore, it is our responsibility to consider whether the management's review provides the

information required under the Danish Financial Statements Act.

Based on the work we have performed, we believe that the management's review is in accordance with

the annual accounts and that it has been prepared in accordance with the requirements of the Danish

Financial Statement Acts. We did not find any material misstatement in the management's review.

Copenhagen, 3 April 2020

Grant Thornton
State Authorised Public Accountants

Company reg. no. 34 20 99 36

Steen K. Bager
State Authorised Public Accountant

mne28679
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Company data

The company 4finance ApS

Vesterbrogade 1L 4.

1620 København V

Company reg. no. 32 55 78 64

Established: 28 October 2009

Domicile:

Financial year: 1 January - 31 December

Managing Director Jens-Ole Kyhl Klitgaard

Auditors Grant Thornton, Statsautoriseret Revisionspartnerselskab

Stockholmsgade 45

2100 København Ø
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Financial highlights                     

DKK in thousands. 2019 2018 2017 2016 2015

Profit and loss account:

Gross profit 165.432 150.186 145.966 122.721 85.130

Results from operating activities 143.735 130.324 131.658 108.745 75.662

Net financials -6.412 -11.975 -13.323 -10.834 -6.888

Results for the year 106.886 92.224 92.205 76.280 52.505

Balance sheet:

Balance sheet sum 251.197 237.559 320.939 273.404 208.983

Investments in tangible fixed assets

represent 248 55 0 618 756

Equity 79.398 129.466 152.969 142.610 66.329

Employees:

Average number of full time employees 32 30 29 26 24

Key figures in %:

Acid test ratio 144,9 219,0 208,0 146,0 172,0

Solvency ratio 31,6 54,5 47,7 52,2 31,7

Return on equity 102,3 65,3 62,4 73,0 92,7

The change in accounting policies has not given rise to adjustments to the company's key figures, as the

effect of these has been incorporated at the beginning of the financial year.

The key figures appearing from the survey have been calculated as follows:

Acid test ratio
Current assets x 100

Short-term liabilities

Equity share
Equity, closing balance x 100

Assets in total, closing balance

Return on equity
Results for the year x 100

Average equity
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Management's review

The principal activities of the company

The principal activity of the Company is providing credit facilities to private individuals and all related

business in context hereto.

Development in activities and financial matters

Despite the challenging and competitive environment in 2019, we grew the business during 2019 with

revenue growth of 6% compared with 2018..

We have reported a pre-tax profit of DKK 137 million - a 16% increase compared to 2018. Our portfolio

increased 4%, and our cost of risk was significantly improved during 2019. 

Overall, 2019 was satisfactory year for the Company. 

Macroeconomic development

Relevant macroeconomic ratios remained stable during 2019.  We do expect a challenging environment

in 2020, not only due to the regulatory changes (detailed in the Legal Risk section) but also due to the

recent Covid-19 outbreak. We are in the process of analyzing the potential impact of the Covid-19

outbreak on our 2020 performance.

4finance ApS · Annual report for 2019 7



Management's review

Special risks

Operating risks

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with

the Company’s processes, personnel, technology and infrastructure, and from external factors other than

credit, market and liquidity risks, such as those arising from legal and regulatory requirements and

generally accepted standards of corporate behavior. The company’s objective is to manage operational

risk so as to balance the avoidance of financial losses and damage to the Company’s reputation with

overall cost effectiveness, and to avoid control procedures that restrict initiative and creativity. The

primary responsibility for the development and implementation of controls to address operational risk is

assigned to senior management within each business unit. This responsibility is supported by the

development of overall company standards for the management of operational risk in the following areas:

 requirements for appropriate segregation of duties, including the independent authorization of

transactions 

 requirements for the reconciliation and monitoring of transactions 

 compliance with regulatory and other legal requirements

 documentation of controls and procedures 

 requirements for the periodic assessment of operational risks faced, and the adequacy of controls

and procedures to address the risks identified 

 development of contingency plans 

 training and professional development 

 ethical and business standards 

 risk mitigation, including insurance where this is effective.

The Company is also subject to reputation risk in relation to the lending practice. Management is fully

aware of the scrutiny and interest in the operations of short-term finance institutions by regulators and

members of the public. Management seeks to be transparent in the way it markets its business, takes steps

to ensure that all operations comply with all relevant legislation and cooperates intensively with

regulators, when requested.
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Management's review

Legal Risk

The company has been required by the Danish Financial supervisory authority to have in place business

procedures for compliance with rules of fair business practice and good practice. Furthermore, the

application for a permit is required to contain the information necessary for the purposes of the Danish

FSA's assessment of whether the conditions for granting the is fulfilled and a description of the activities

which the company intends to carry out.  Based on the requirement from Danish FSA 4finance Aps

submitted the license application documents on Dec 2019. 

On 26th March 2020, the Danish parliament proposed new regulation which imposed the rules, that loans

of over 35% APR are to be banned, introduces a cost cap, capping all interest, repayments and charges at

twice the principal (100% cost cap), and prohibits advertising of loans that cost more than 25% APR. We

expect the new regulation will implement on July 2020.

The Company has taken action to ensure compliance with newly proposed regulation and develop its

products for the future. 

Financial risks

Since 4finance ApS is exclusively funded by the parent’s company which whom 4finance ApS has

sufficient credit line agreements-the liquidity risk is limited. 4finance ApS liquidity position is

continuously monitored to ensure that the company meet its payment obligation all the time.

Exchange rate risks

The company’s transaction is in DKK, Euro and USD. Denmark conducts a fixed exchange rate policy

against Euro.  The mainly exchange risk is the USD transaction with group company which consider is a

low risk.

Interest risks

Interest rate risk is the risk that movements in interest rates will affect the company’s interest cost.

Management believe that the interest rate risk is not material, since the Company’s borrowings have been

received at fixed rates. Re-pricing of interest-bearing liabilities is not expected to take place within the

next 12 months.

Credit risks

The Company’s primary risk is credit risk. The maximum loan amount granted to private individuals

residing in Denmark is DKK 25.000. In order to mitigate the risk resulting from the exposure, the

Company continuously adjusts its credit scoring models and credit policies.

Environmental issues

The company is environmentally aware and continuously works to reduce the environmental impact from

its operations. The company has no written environmental policies.
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Management's review

Loans and receivables

The outstanding net portfolio amounting to DKK 210 million, compared with DKK 201 million at the

end of 2018, corresponding to an increase of 4%. 

Research and development activities

Reference is made to the consolidated financial statements for review of research and development

activities.

The expected development

With the recent Covid-2019 outbreak, and the expected regulatory changes from Q3 2020, we expect that

revenue and profit will be negatively impacted in 2020. Thus, the operating result of the Company is

expected to be decrease compared to 2019. 

Events subsequent to the financial year

No events above from described under "the expected development" have occurred after the balance sheet

date that materially affect the financial statement for 2019.
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Profit and loss account 1 January - 31 December

All amounts in DKK.

Note 2019 2018

Gross profit 165.431.502 150.185.533

1 Staff costs -19.795.303 -19.532.291

Depreciation, amortisation and writedown relating to tangible

and intangible fixed assets -1.901.190 -329.120

Operating profit 143.735.009 130.324.122

Other financial income 194.483 963.191

2 Other financial costs -6.606.311 -12.938.177

Results before tax 137.323.181 118.349.136

Tax on ordinary results -30.437.396 -26.125.260

3 Results for the year 106.885.785 92.223.876
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Balance sheet 31 December

All amounts in DKK.

Assets

Note 31.12.2019 31.12.2018

Fixed assets

4 Formation of intangible assets 581.232 818.408

4 Development projects 391.288 782

Intangible fixed assets in total 972.520 819.190

5 Land and buildings 2.746.555 0

5 Other fixtures and fittings, tools and equipment 332.999 266.311

5 Leasehold improvements 77.328 132.353

Tangible fixed assets in total 3.156.882 398.664

Fixed assets in total 4.129.402 1.217.854

Current assets

Loan receivables 210.263.508 201.434.542

Other debtors 26.056.014 9.159.004

6 Deferred expenses 638.967 287.545

Debtors in total 236.958.489 210.881.091

Available funds 10.109.300 25.459.804

Current assets in total 247.067.789 236.340.895

Assets in total 251.197.191 237.558.749
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Balance sheet 31 December

All amounts in DKK.

Equity and liabilities

Note 31.12.2019 31.12.2018

Equity

7 Share capital 1.466.000 1.466.000

Results brought forward 77.931.751 128.000.423

Equity in total 79.397.751 129.466.423

Provisions

8 Provisions for deferred tax 104.702 194.380

Provisions in total 104.702 194.380

Liabilities

Leasing liabilities 1.206.708 0

9 Long-term liabilities in total 1.206.708 0

9 Current portion of long term payables 1.595.544 0

Trade creditors 3.269.940 945.197

Debt to group enterprises 124.786.679 80.463.767

Corporate tax 30.527.074 10.039.062

Other debts 10.055.374 10.814.098

10 Accrued expenses and deferred income 253.419 5.635.822

Short-term liabilities in total 170.488.030 107.897.946

Liabilities in total 171.694.738 107.897.946

Equity and liabilities in total 251.197.191 237.558.749

11 Mortgage and securities

12 Contingencies

13 Related parties
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Statement of changes in equity       

All amounts in DKK.

Contributed capital

Results brought

forward In total

Equity 1 January 2019 1.466.000 128.000.423 129.466.423

Adjustment due implementation of IFRS 16 0 -66.757 -66.757

Profit or loss for the year brought forward 0 -50.001.915 -50.001.915

Extraordinary dividend adopted during the financial year 0 156.887.700 156.887.700

Distributed extraordinary dividend adopted during the financial

year. 0 -156.887.700 -156.887.700

1.466.000 77.931.751 79.397.751
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Notes

All amounts in DKK.

2019 2018

1. Staff costs

Salaries and wages 18.072.172 18.392.749

Pension costs 1.597.373 1.066.802

Other staff costs 125.758 72.740

19.795.303 19.532.291

Average number of employees 32

By reference to section 98b (3)(ii) of the Danish Financial statements Act, remuneration to

Management is not disclosed.

2. Other financial costs

Financial costs, group enterprises 5.711.591 11.641.337

Other financial costs 894.720 1.296.840

6.606.311 12.938.177

3. Proposed distribution of the results

Extraordinary dividend adopted during the financial year 156.887.700 59.534.611

Allocated to results brought forward 0 32.689.265

Allocated from results brought forward -50.001.915 0

Distribution in total 106.885.785 92.223.876
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Notes

All amounts in DKK.

4. Intangible Assets

Formation of

intangible

assets

Development

projects

Cost at 1. januar 2019 818.408 191.164

Additions for the year 581.232 0

Overførsler -485.725 485.725

Cost at 31. december 2019 913.915 676.889

Impairment losses and depreciation 1. januar 2019 0 190.382

Depreciation for the year 0 95.219

Armortisation for the year 332.683 0

Impairment losses and depreciation 31. december 2019 332.683 285.601

Carrying amount at 31. december 2019 581.232 391.288
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Notes

All amounts in DKK.

5. Property, plant and equipment

Land and

buildings

Other fixtures

and fittings,

tools and

equipment

Leasehold

improvements   

Cost at 1. januar 2019 0 1.311.229 305.474

Correction due to changed accounting

policies 10.986.220 0 0

Additions for the year 0 244.072 4.375

Cost at 31. december 2019 10.986.220 1.555.301 309.849

Impairment losses and depreciation 1. januar

2019 0 1.044.919 173.121

Correction due to changed accounting

policies 6.670.205 0 0

Depreciation for the year 1.569.460 177.383 59.400

Impairment losses and depreciation  31.

december 2019 8.239.665 1.222.302 232.521

Carrying amount at 31. december 2019 2.746.555 332.999 77.328

Rigth-of-use assets under IFRS 16, are

included with an carrying amount of 2.746.555

6. Deferred expenses

Prepayments recognised under assets comprise incurred costs concerning the next financial year,

including insurance.

7. Share capital

There have been no change in the share capital the last 5 years.
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Notes

All amounts in DKK.

31/12 2019 31/12 2018

8. Provisions for deferred tax

Provisions for deferred tax 1 January 2019 194.380 -15.628.446

Deferred tax of the results for the year -89.678 15.822.826

104.702 194.380

The following items are subject to deferred tax:

Intangible fixed assets 86.083 180.050

Tangible fixed assets 18.619 14.330

104.702 194.380

9. Liabilities other than

provision

Total payables

31 Dec 2019

Current

portion of long

term payables

Long term

payables

31 Dec 2019

Outstanding

payables after

5 years

Leasing liabilities 2.802.252 1.595.544 1.206.708 0

2.802.252 1.595.544 1.206.708 0

10. Accrued expenses and deferred income

Prepayments/deferred income 253.419 5.635.822

253.419 5.635.822

11. Mortgage and securities

Of the company's cash holdings, t.kr. 500 is deposited on a security account in Sydbank.

The company has jointly signed the guarantee for the below stated three listed bonds issued by

4finance S.A., Luxembourg.

Issuer Amount issued Maturity Coupon Listing

4finance S.A. EUR 150.000.000 May 2021 11,25 % Frankfurt Stock

Exchange

4finance S.A USD 325.000.000 May 2022 10,75 % Irish Stock

Exchange
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Notes

All amounts in DKK.

12. Contingencies

Contingent liabilities

The company has a tax audit regarding intragroup services/transfer pricing. The tax audit is not

finalized and there is no clear indication of how or when the tax audit will be finalized. Due to

that, is it currently not possible to quantify a potential settlement on a reasonable basis, why the

annual report does not include any amounts for settlement. Due to the uncertainty about the

outcome of the tax audit, as well as uncertainty about a calculation of a possible adjustment, is the

matter included as a contingent liability. The company and the Group are expecting that the tax

audit not will end up in any corrections.

13. Related parties

Consolidated annual accounts

The company is included in the consolidated annual accounts of 4finance Holding S.A, 9, Allée

Scheffer, L-2520, Luxembourg.

Website of consolidated financial statement

ttps://4finance.com/investors-and-media/financial-results/
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Accounting policies used

The annual report for 4finance ApS is presented in accordance with those regulations of the Danish

Financial Statements Act concerning companies identified as class C enterprises (medium sized

enterprises).  

Pursuant to section 86(4) of the Danish Financial Statements Act, no cash flow statement for the

enterprise has been prepared, as the relevant information is included in the consolidated annual accounts

of  4finance Holding S.A, 9, Allée Scheffer, L-2520, Luxembourg.

Changes in the accounting policies used

The IFRS 16 leases accounting standard entails lessees to recognise leases in the balance sheet as a right-

of-use (ROU) asset and a related lease liability. In the income statement, the lease cost is replaced by

depreciation of the leased asset and an interest expense for the financial liability. The standard was

implemented on 1 January 2019 using the modified retrospective approach, and comparative figures have

not been restated in the consolidated financial statements.

The change in accounting policies has effect on the opening balance k.DKK 67.

Apart from the above, the annual accounts have been prepared in accordance with the same accounting

policies as last year.

Recognition and measurement in general

Income is recognised in the profit and loss account concurrently with its realisation, including the

recognition of value adjustments of financial assets and liabilities. Likewise, all costs, these including

depreciation, amortisation, writedown, provisions, and reversals which are due to changes in estimated

amounts previously recognised in the profit and loss account are recognised in the profit and loss

account.

Assets are recognised in the balance sheet when the company is liable to achieve future, financial

benefits and the value of the asset can be measured reliably.

Liabilities are recognised in the balance sheet when the company is liable to lose future, financial

benefits and the value of the liability can be measured reliably.

At the first recognition, assets and liabilities are measured at cost. Later, assets and liabilities are

measured as described below for each individual accounting item.

Certain fixed asset investments and liabilities are measured at amortised cost, by which method a fixed,

effective interest is recognised during the useful life of the asset or the liability. Amortised cost is

recognised as the original cost with deduction of any payments and additions/deductions of the accrued

amortisation of the difference between cost and nominal amount. In this way capital losses and capital

profits are spread over the useful life.
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Accounting policies used

At recognition and measurement, such predictable losses and risks are taken into consideration, which

may appear before the annual report is presented, and which concerns matters existing on the balance

sheet date.

Translation of foreign currency

Transactions in foreign currency are translated by using the exchange rate prevailing at the date of the

transaction. Differences in the rate of exchange arising between the rate at the date of transaction and the

rate at the date of payment are recognised in the profit and loss account as an item under net financials.

Debtors, creditors, and other monetary items in foreign currency are translated by using the closing rate.

The difference between the closing rate and the rate at the time of the occurrence or the recognition in

the latest annual accounts of the amount owed or the liability is recognised in the profit and loss account

under financial income and expenses.

Fixed assets and other non-monetary assets acquired in foreign currency and which are not considered to

be investment assets purchased in foreign currencies are measured at the exchange rate on the transaction

date.

Income statement

Gross profit

Pursuant to section 32 of the Danish Financial Statements Act, the Company has chosen to aggregate the

items revenue and other external expenses in the item gross profit/gross loss.

Revenue comprises interest and fees related to loans. Income is accrued over the periods to which it

relates and is included in the income statement at the amounts relating to the accounting period

concerned.

Other expenses comprise expenses for sale, write-down of loan receivables, office premises and

administration.

Other external costs comprise costs for sales, advertisement, administration, premises and operational

leasing costs.

Staff costs

Staff costs include salaries and wages including holiday allowances, pensions and other costs for social

security etc. for staff members. Staff costs are less public reimbursements.

Depreciation, amortisation and writedown

Depreciation, amortisation and writedown comprise depreciation, amortisation and writedown for the

year and gains and losses on disposal of intangible and tangible fixed assets.
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Accounting policies used

Net financials

Net financials comprise interest, realised and unrealised capital gains and losses concerning financial

assets and liabilities, amortisation of financial assets and liabilities, additions and reimbursements under

the Danish tax prepayment scheme, etc. Financial income and expenses are recognised in the profit and

loss account with the amounts that concerns the financial year.

Tax of the results for the year

The tax for the year comprises the current tax for the year and the changes in deferred tax, and it is

recognised in the profit and loss account with the share referring to the results for the year and directly in

the equity with the share referring to entries directly on the equity.

The balance sheet

Intangible fixed assets

Development projects, patents, and licences

Development costs and internally generated rights are recognised in the profit and loss account as costs

in the acquisition year.

Patents and licenses are measured at cost with deduction of accrued amortisation. Patents are amortised

on a straight-line basis over the remaining patent period, and licenses are amortised over the contract

period, however, for a maximum of 10 years.

Gain and loss from the sale of development projects, patents, and licenses are measured as the difference

between the sales price with deduction of sales costs and the book value at the time of the sale. Profit or

loss is recognised in the profit and loss account under amortisation.

Tangible fixed assets

Tangible fixed assets are measured at cost with deduction of accrued depreciation and writedown.

The basis of depreciation is cost with deduction of any expected residual value after the end of the useful

life of the asset. The amortisation period and the residual value are determined at the acquisition date and

reassessed annually. If the residual value exceeds the book value, the amortisation discontinues.

If the amortisation period or the residual value is changed, the effect on  amortisation will in the future be

recognised as a change in the accounting estimates.

The cost comprises the acquisition cost and costs directly attached to the acquisition until the time when

the asset is ready for use.

The cost of a total asset is divided into separate components. These components are depreciated

separately, the useful lives of each individual components differing.
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Accounting policies used

Depreciation takes place on a straight line basis and based on an evaluation of the expected useful life :

Useful life

Other plants, operating assets, fixtures and furniture 3-5 years

Minor assets with an expected useful life of less than 1 year are recognised as costs in the profit and loss

account in the year of acquisition.

Profit or loss deriving from the sales of tangible fixed assets is measured as the difference between the

sales price reduced by the selling costs and the book value at the time of the sale. Profit or loss is

recognised in the profit and loss account under depreciation.

Leases

We have applied IFRS 16 with a date of initial application of 1 January 2019. As a result, the company

has changed its accounting policy for lease contracts. As a lessee, the company previously classified

leases as operating or finance leases based on its assessment of whether the lease transferred significantly

all of the risks and rewards incidental to ownership of the underlying asset to the company. Under IFRS

16, the company recognizes right-of-use assets and lease liabilities. The company decided to apply the

recognition exemptions to short-term and low value leases. For leases of other assets, which were

classified as operating under IAS 17, the Company recognized right-of-use assets and lease liabilities.

For leases that were not covered by the recognition exemptions under IFRS 16, the company recognized

right-of-use assets and lease liabilities measured under IFRS 16. The company also tested right-of-use

assets for impairment and did not recognized an impairment loss for some assets in 2019.

Writedown of fixed assets

The book values of both intangible and tangible fixed assets as well as equity investments in subsidiaries

and associated enterprises are subject to annual impairment tests in order to disclose any indications of

impairment beyond those expressed by amortisation and depreciation respectively.

If indications of impairment are disclosed, impairment tests are carried out for each individual asset or

group of assets respectively. Writedown takes place to the recoverable amount, if this value is lower than

the book value.

The recoverable value is equal to the value of the net selling price or the value in use, whichever is

higher. The value in use is determined as the present value of the expected net cash flow deriving from

the use of the asset or the group of assets.

Previously recognised writedown is reversed when the condition for the writedown no longer exist.

Writedown relating to goodwill is not reversed.

Leasehold improvements 

Leasehold improvements are measured at cost with deduction of accrued depreciation. Depreciation

takes place on a straight-line basis over the estimated useful life of the asset, which is set at 5 years.
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Accounting policies used

Receivables

Receivables are measured at amortized cost.

Write-down is made for bad debt losses where there is an objective indication that a receivable or a

receivable portfolio has been impaired. Receivables are assessed for objective indication of impairment

on a portfolio basis. The objective indicators used in relation to portfolios are determined based on

historical loss experience.

Impairment provision is calculated as the difference between the carrying amount of receivables and the

present value of the expected cash flows, including the realizable value of any collateral received. The

effective interest rate for the individual receivable or portfolio is used as a discount rate.

Deferred expenses

Deferred expenses recognised under assets comprise incurred costs concerning the next financial year.

Available funds

Available funds comprise cash at bank and in hand.

Equity

Dividend

Dividend expected to be distributed for the year is recognised as a separate item under the equity.

Proposed dividend is recognised as a liability at the time of approval by the general meeting (the time of

declaration).

Corporate tax and deferred tax

Current tax receivable and tax liabilities are recognised in the balance sheet at the amount calculated on

the basis of the expected taxable income for the year adjusted for tax on previous years' taxable income

and prepaid taxes. Tax receivable and tax liabilities are set off to the extent that legal right of set-off

exists and if the items are expected to be settled net or simultaneously.

Deferred tax is measured on the basis of all temporary differences in assets and liabilities with a balance

sheet focus.

Deferred tax assets, including the tax value of tax losses eligible for carry-over, are recognised at the

value at which they are expected to be realisable, either by settlement against tax of future earnings or by

set-off in deferred tax liabilities within the same legal tax unit.

Deferred tax is measured based on the tax rules and tax rates applying under the legislation on the

balance sheet date and prevailing when the deferred tax is expected to be released as current tax.

Liabilities

Other liabilities are measured at amortised cost which usually corresponds to the nominal value.
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Accounting policies used

Deferred income

Received payments concerning income during the following years are recognised under deferred income.
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