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Management’s Statement

The Executive Board and Board of Directors have today considered and adopted the Annual Report of
Sofia Shipping A/S for the financial year 1 January - 31 December 2018.

The Annual Report is prepared in accordance with the Danish Financial Statements Act.

In our opinion the Financial Statements give a true and fair view of the financial position at 31 December
2018 of the Company and of the results of the Company operations for 2018.

We recommend that the Annual Report be adopted at the Annual General Meeting.

Hellerup, 277 June 2019

Executive Board

Thomas Ngrballe Mikkelsen

Board of Directors

Thor Stadil Thomas Ngrballe Mikkelsen Ernesto Walter Schonbrod
Chairman Brauhardt
-
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Independent Auditor’s Report

To the Shareholder of Sofia Shipping A/S

Adverse Opinion

In our opinion, because of the significance of the matter discussed in the Basis for adverse opinion para-
graph, the Financial Statements do not give a true and fair view of the financial position of the Company
at 31 December 2018 and of the results of the Company’s operations for the financial year 1 January - 31
December 2018 in accordance with the Danish Financial Statements Act.

We have audited the Financial Statements of Sofia Shipping A/S for the financial year 1 January - 31
December 2018, which comprise income statement, balance sheet, statement of changes in equity and
notes, including a summary of significant accounting policies (“the Financial Statements”).

Basis for Adverse Opinion

The Company has a significant negative equity. Negotiations with the Company’s investors are being
conducted about contribution of capital, making financing available for the continued operations of the
Company. No binding capital or financing agreements have been entered into. Thus, the assumption that
Company is able to continue on a going concern basis is subject to uncertainty.

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the additio-
nal 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 re-
quirements 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 appropri-
ate to provide a basis for our adverse opinion.

Management’s responsibilities for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in ac-
cordance with the Danish Financial Statements Act, and for such internal control as Management deter-
mines is necessary to enable the preparation of financial statements that are free from material misstate-
ment, 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 in-
tends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.
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Independent Auditor’s Report

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 in-
cludes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs 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 consi-
dered material if, individually or in the aggregate, they could reasonably be expected to influence the eco-
nomic decisions of users taken on the basis of these Financial Statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional scepticism throughout the
audit. We also:

o 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 evi-
dence 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 in-
volve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e 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 expressing an opinion on the ef-
fectiveness of the Company’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting esti-
mates and related disclosures made by Management.

¢ Conclude on the appropriateness of Management’s use of the going concern basis of accounting in pre-
paring the Financial Statements and, based on the audit evidence obtained, whether a material uncer-
tainty exists related to events or conditions that may cast significant doubt on 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 Financial Statements or, if such dis-
closures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence ob-
tained 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.

o 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.
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Independent Auditor’s Report

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 inter-
nal control that we identify during our audit.

Hellerup, 277 June 2019
PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab

CVR No 33 7712 31

Line Hedam Bo Schou-Jacobsen

State Authorised Public Accountant State Authorised Public Accountant
mne27768 mne28703

-
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Company Information

The Company

Board of Directors

Executive Board

Auditors
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Income Statement 1 January - 31 December

Note 2018 2017
usD usD
Gross profit/loss -121.763 -13.618
Income from investments in subsidiaries 5 14.616.653 -14.872.383
Financial income 6 1.554.313 0
Financial expenses 7 -4.595.247 -7.995.059
Profit/loss before tax 11.453.956 -22.881.060
Tax on profit/loss for the year 8 207.929 -4.850.874
Net profit/loss for the year 11.661.885 -27.731.934
Distribution of profit
Proposed distribution of profit
Retained earnings 11.661.885 -27.731.934
11.661.885 -27.731.934
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Balance Sheet 31 December

Assets

Note 2018 2017

usD usD
Investments in subsidiaries 9 27.036 69.732
Investments in associates 10 0 0
Fixed asset investments 27.036 69.732
Fixed assets 27.036 69.732
Receivables from group enterprises 2.002 5.357
Other receivables 27.495 0
Receivables 29.497 5.357
Currents assets 29.497 5.357
Assets 56.533 75.089

i
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Balance Sheet 31 December

Liabilities and equity

Note 2018 2017
usD usD

Share capital 73.206 73.206
Retained earnings -61.434.447 -73.096.332
Equity -61.361.241 -73.023.126
Provision for deferred tax 663.099 871.028
Provisions relating to investments in group enterprises 13.864.698 20.101.934
Other provisions 0 154.704
Provisions 14.527.797 21.127.666
Trade payables 18.386 18.692
Payables to group enterprises 46.871.591 51.951.857
Short-term debt 46.889.977 51.970.549
Debt 46.889.977 51.970.549
Liabilities and equity 56.533 75.089
Capital resources
Subsequent events 2
Key activities
Contingent assets, liabilities and other financial obligations 11
Related parties 12
Accounting Policies 13
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Statement of Changes in Equity

Equity at 1 January
Net profit/loss for the year

Equity at 31 December

Share Capital amount to DKK 500.000.

Retained
Share capital earnings Total
usD usD usD
73.206 -73.096.332 -73.023.126
0 11.661.885 11.661.885
73.206 -61.434.447 -61.361.241




Notes to the Financial Statements

1 Capital resources

The Company is financed by group loans. In order for the Company to continue as a going concern, it must be

possible to extend the existing financing agreements and to procure liquidity for continued operations. At this

time, no agreements securing continued operations have been made. Consequently, the Company’s ability to

continue as a going concern, and thus its ability to meet its commitments as they fall due, is subject to

uncertainty. Management expects financing to be procured to continue the planned activities.

2 Subsequent events

No events materially affecting the assessment of the Annual Report have occurred after the balance sheet date.

3 Key activities

The activity of the Company is investment in and operations of assets and companies with relations to ships and

operation of ships.

4 Staff expenses

The Company has no employees.

5 Income from investments in subsidiaries
Share of losses of subsidiaries
Reversal of provisions of with negative net asset value

Reversal of impairment of balances in equity investments with negativ
asset value

6 TFinancial income

Financial income from group enterprises

pwe

2018 2017

uUsD usb
-2.289.154 -14.872.383
6.237.236 0
10.668.571 0
14.616.653 -14.872.383
1.554.313 0
1.554.313 0
10



Notes to the Financial Statements

2018 2017
usD usD
=  Financial expenses
Financial expenses from group companies 3.952.649 7.364.526
Other financial expenses 134 50
Exchange loss 642.464 630.483
4.595.247 7.995.059
8 Tax on profit/loss for the year
Current tax for the year 0 1.411.293
Deferred tax for the year -207.929 871.028
Adjustment of tax concerning previous years 0 2.568.553
-207.929 4.850.874
9 Investments in subsidiaries
Cost at 1 January 28.133.228 28.194.373
Additions for the year 543.156 0
Disposals for the year -11.139.055 -61.145
Cost at 31 December 17.537.329 28.133.228
Value adjustments at 1 January -84.686.115 -69.817.184
Disposals for the year 29.748.163 3.452
Net profit/loss for the year -2.289.154 -14.872.383
Value adjustments at 31 December -57.227.106 -84.686.115
Equity investments with negative net asset value amortised over
receivables 25.852.114 36.520.685
Equity investments with negative net asset value transferred to provisions 13.864.699 20.101.934
Carrying amount at 31 December 27.036 69.732
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Notes to the Financial Statements

9

10
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Investments in subsidiaries (continued)

Investments in subsidiaries are specified as follows:

Place of Votes and

Name registered office  ownership
Thor Shipinvest Il K/S Kgbenhavn 50%
TKK Shipping Pte. Itd. Singapore 50%
TKK Shipping Hong Kong Hong Kong 50%
Grand View Shipping 50%
Thorco Sapphire K/S Kgbenhavn 100%
Thorco Attraction K/S Kgbenhavn 90%

0%
Komplementarselskabet Thor Shipinvest Il ApS Kgbenhavn 50%
Komplementarselskabet Thorco Sapphire ApS Kgbenhavn 100%
Komplementarselskabet Thorco Attraction ApS Kgbenhavn 90%
All foreign subsidiaries are recognised and measured as separate entities.

2018 2017
usD usD

Investments in associates
Cost at 1 January 0 2.677.854
Disposals for the year 0 -2.677.854
Cost at 31 December 0 0
Value adjustments at 1 January 0 -6.647.729
Disposals for the year 0 6.647.729
Value adjustments at 31 December 0 0
Carrying amount at 31 December 0 0
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Notes to the Financial Statements
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Contingent assets, liabilities and other financial obligations

Contingent liabilities

The group companies are jointly and severally liable for tax on the jointly taxed incomes etc of the Group. The
total amount of corporation tax payable is disclosed in the Annual Report of Thornico A/S, which is the
management company of the joint taxation purposes. Moreover, the group companies are jointly and severally
liable for Danish withholding taxes by way of dividend tax, tax on royalty payments and tax on unearned income.
Any subsequent adjustments of corporation taxes and withholding taxes may increase the Company’s liability.

Related parties

Basis

Consolidated Financial Statements

The company is part of the consolidated annual report of the parent company

Name Place of registered office

Thornico A/S Odense
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Notes to the Financial Statements

13 Accounting Policies

The Annual Report of Sofia Shipping A/S for 2018 has been prepared in accordance with the provisions
of the Danish Financial Statements Act applying to enterprises of reporting class B as well as selected
rules applying to reporting class C.

The accounting policies applied remain unchanged from last year.

The Financial Statements for 2018 are presented in TUSD. Applied USD exchange rate on the 31
december 2018: 651,94 (2017: 620,77)

Consolidated financial statements

With reference to section 112 of the Danish Financial Statements Act and to the consolidated financial
statements of Thornico A/S, the Company has not prepared consolidated financial statements.

Recognition and measurement

Revenues are recognised in the income statement as earned. Furthermore, value adjustments of financial
assets and liabilities measured at fair value or amortised cost are recognised. Moreover, all expenses
incurred to achieve the earnings for the year are recognised in the income statement, including deprecia-
tion, amortisation, impairment losses and provisions as well as reversals due to changed accounting esti-
mates of amounts that have previously been recognised in the income statement.

Assets are recognised in the balance sheet when it is probable that future economic benefits attributable
to the asset will flow to the Company, and the value of the asset can be measured reliably.

Liabilities are recognised in the balance sheet when it is probable that future economic benefits will flow
out of the Company, and the value of the liability can be measured reliably.

Assets and liabilities are initially measured at cost. Subsequently, assets and liabilities are measured as
described for each item below.

Translation policies

Transactions in foreign currencies are translated at the exchange rates at the dates of transaction.
Exchange differences arising due to differences between the transaction date rates and the rates at the
dates of payment are recognised in financial income and expenses in the income statement. Where
foreign exchange transactions are considered hedging of future cash flows, the value adjustments are
recognised directly in equity.
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Notes to the Financial Statements

13 Accounting Policies (continued)

Receivables, payables and other monetary items in foreign currencies that have not been settled at the
balance sheet date are translated at the exchange rates at the balance sheet date. Any differences between
the exchange rates at the balance sheet date and the rates at the time when the receivable or the debt
arose are recognised in financial income and expenses in the income statement.

Fixed assets acquired in foreign currencies are measured at the transaction date rates.

Income Statement

Other external expenses

Other external expenses comprise office expenses, etc.

Gross profit/loss

With reference to section 32 of the Danish Financial Statements Act, gross profit/loss is calculated as a
summary of revenue, other operating income, vessel operating cost and other external expenses.

Income from investments in subsidiaries and associates

The items “Income from investments in subsidiaries” and “Income from investments in associates” in the
income statement include the proportionate share of the profit for the year.

Financial income and expenses

Financial income and expenses are recognised in the income statement at the amounts relating to the fi-
nancial year.

Tax on profit/loss for the year

Tax for the year consists of current tax for the year and changes in deferred tax for the year. The tax
attributable to the profit for the year is recognised in the income statement, whereas the tax attributable
to equity transactions is recognised directly in equity.

The Company is jointly taxed with companies in the Thornico Group joint taxation. The tax effect of the
joint taxation is allocated to enterprises in proportion to their taxable incomes.
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Notes to the Financial Statements

13 Accounting Policies (continued)

Balance Sheet

Investments in subsidiaries and associates

Investments in subsidiaries and associates are recognised and measured under the equity method.

The items“Investments in subsidiaries” and “Investments in associates” in the balance sheet include the
proportionate ownership share of the net asset value of the enterprises calculated on the basis of the fair
values of identifiable net assets at the time of acquisition.

The total net revaluation of investments in subsidiaries and associates is transferred upon distribution of
profit to “Reserve for net revaluation under the equity method“ under equity. The reserve is reduced by di-
vidend distributed to the Parent Company and adjusted for other equity movements in the subsidiaries
and the associates.

Subsidiaries and associates with a negative net asset value are recognised at USD 0. Any legal or con-
structive obligation of the Parent Company to cover the negative balance of the enterprise is recognised in
provisions.

Receivables

Receivables are recognised in the balance sheet at amortised cost, which substantially corresponds to no-
minal value. Provisions for estimated bad debts are made.

Provisions

Provisions are recognised when - in consequence of an event occurred before or on the balance sheet date
- the Company has a legal or constructive obligation and it is probable that economic benefits must be
given up to settle the obligation.

Deferred tax assets and liabilities

Deferred income tax is measured using the balance sheet liability method in respect of temporary differen-
ces arising between the tax bases of assets and liabilities and their carrying amounts for financial repor-
ting purposes on the basis of the intended use of the asset and settlement of the liability, respectively.

Deferred tax assets are measured at the value at which the asset is expected to be realised, either by elimi-

nation in tax on future earnings or by set-off against deferred tax liabilities within the same legal tax
entity.
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Notes to the Financial Statements

13 Accounting Policies (continued)

Deferred tax is measured on the basis of the tax rules and tax rates that will be effective under the legisla-

tion at the balance sheet date when the deferred tax is expected to crystallise as current tax. Any changes
in deferred tax due to changes to tax rates are recognised in the income statement or in equity if the de-
ferred tax relates to items recognised in equity.

Current tax receivables and liabilities

Current tax liabilities and receivables are recognised in the balance sheet as the expected taxable income
for the year adjusted for tax on taxable incomes for prior years and tax paid on account. Extra payments
and repayment under the on-account taxation scheme are recognised in the income statement in finan-
cial income and expenses.

Financial debts

Debts are measured at amortised cost, substantially corresponding to nominal value.
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