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Management’s Statement

The Executive Board and Board of Directors have today considered and adopted the Annual Report of
Baltic Shipping Company A/S for the financial year 1 January - 31 December 2020.

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
2020 of the Company and of the results of the Company operations for 2020.

In our opinion, Management's Review includes a true and fair account of the matters addressed in the
Review.

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

Hundested, 29 March 2021

Executive Board

Peter Ronnie Hulstrom

Board of Directors

Thomas Holst Olsen Peter Ronnie Hulstrom Mikkel Schmidt

Frederik Christian Lytzen
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Independent Auditor’s Report

To the Shareholder of Baltic Shipping Company A/S

Opinion

In our opinion, the Financial Statements give a true and fair view of the financial position of the Com-
pany at 31 December 2020 and of the results of the Company’s operations for the financial year 1 January
- 31 December 2020 in accordance with the Danish Financial Statements Act.

We have audited the Financial Statements of Baltic Shipping Company A/S for the financial year 1
January - 31 December 2020, 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 opinion

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 opinion.

Statement on 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 Management’s
Review and, in doing so, consider whether Management’s Review is materially inconsistent with the Fi-
nancial 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 re-
quired under the Danish Financials Statements Act.

Based on the work we have performed, in our view, Management’s Review is in accordance with the
Financial Statements and has been prepared in accordance with the requirements of the Danish Financial
Statements Act. We did not identify any material misstatement in Management’s Review.

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-
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Independent Auditor’s Report

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.

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.

e 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.

e 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
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Independent Auditor’s Report
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 inter-
nal control that we identify during our audit.

Hellerup, 29 March 2021
PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab

CVR No 33 7712 31

Thomas Wraae Holm Seren Alexander

State Authorised Public Accountant State Authorised Public Accountant
mne30141 mne42824

-
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Company Information
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Board of Directors
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Management’s Review

The principal activities of the company

Baltic Shipping Company A/S is a wholly owned subsidiary of Baltic Holding Hundested ApS. The
company was established in 1950 and has since been transporting bulk and project cargo primarily in the
Baltic Sea.

Baltic Shipping Company is specialized in Commercial Ship Management, Competitive Chartering, Ships
Agency, , handling and transporting Project Cargo and stevedoring.

At the end of 2020 Baltic Shipping Company has a fleet of 38 dry cargo vessels in the range from 1.200-
5.000 dwt in commercial management.

Market overview and expected development

2020 marked yet another strong year for Baltic Shipping Company. Despite a very volatile market in
2020, which was likely derivative effect following COVID-19, the revenue has increased and so has
number of vessels/total vessel days in commercial management and the number of employees compared
to previous year.

In the first quarter of the year the market was strong with high rates — but this good and stable period
was followed by a sudden drop in the supply of goods and a significant drop in the freight rates. In the
last quarter of the year both supply and rates picked up and reached quite high levels at the end of 2020,
allowing us to end the year with a satisfactory result considering the circumstances.

We have despite a highly unusual year been able to optimize our fleet and hence provide the best possible
results for both vessel and freight owners.
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Management’s Review

Development in activities and financial matters

The total Revenue for 2020 generated in BSC, including the revenue generated by the vessels in BSC
commercial management, amounts to DKK 511,2 million, which is an increase of 7,7% compared to 2019.
In BSC only income from projects, stevedoring, agency and commission received for commercial
management is recognized as revenue, why the reported revenue in the financial statements amounts to
DKK 83,6 million compared to 72,6 million in 2019.

The result before tax is DKK 24,3 million compared to DKK 22,7 million in 2019.

In the light of the highly unusual and challenging year the Management consider the result very
satisfactory and above expectations.

The number of people employed by Baltic Shipping Company has increased from an average of 27
employees in 2019 to an average of 33 employees in 2020.

Our fleet in Commercial Management has grown from an average of 31 vessels in 2019 to an average of 35
vessels during 2020. The market for coaster trading in the Baltic sea has since October 2020 returned to
being a very strong market and this tendency is expected to continue in the foreseeable future. The
activity for Baltic Shipping Company has in line with the development in the market grown significantly
both in terms of filling own and foreign tonnage.

Our Agency and Stevedoring activities has also performed very well and grown significantly in 2020.

Our customer base has been additionally strengthened in 2020 and we continue having a strong
relationship with our customers based on a competitive service, which is built on long lasting cooperation
and partnerships.

2021 has started on a strong note and we are expecting the market and development of Baltic Shipping

Company to continue the positive development. We are expecting an increase in the net result of
approximately 20%.
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Management’s Review

Internal Risk management

We are continuously working on improving our internal risk management and quality standards.
The management have identified the following as primary risk areas:

1)Safety during and around our stevedoring operations
2)The environmental impact of our core business area
3)Employee satisfaction

4)Integrity and ethic throughout the entire supply chain

To further strengthen our quality management system we are also ISO9001 certified. The standard is
incorporated in and by the whole organization. The general work with and knowledge about all the
procedures, supports awareness, focus on quality assurance and correct start-up and continuous review
of each project, promoting safety and preventive actions combined with ensuring the expected
profitability and customer satisfaction.

To stress the importance of high quality standards in the sea transport for feeds, we were re-certified in
GMP+ B4 and B3 for sea transport.
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Management’s Review

We all have a responsibility for sustainability and Social responsibility

In Baltic Shipping Company we are placing this responsibility high on the agenda and have increased
focus on 8 of the 17 global goals for sustainable development.

The action comprises strategies and measures against climate changes as well as awareness-raising on
climate changes. In Baltic Shipping Company we do this by measuring and highlighting the CO2-
emmission of each freight carried by a BSC vessel - and by comparing the CO2-emmission of the same
cargo being moved by trucks and highlighting this to our customers in each invoice, we jointly support
sustainable freight. The impact on the environment is significant as each vessel load compares to
approximately 100 truck loads, depending on the vessel size.

As a company, we have an ethical responsibility for our people, our surroundings and the world in which
we live — including safety and environment on our projects. We therefore keep a continuous focus on
safety, working environment and environmentally sound behavior and on contributing positively to our
surroundings. We ensure continued focus and awareness on this by having integrated policies and action
points integrated in our Leadership System ISO9001. I the management statement from last year, we
could proudly state, that we had o incidents on personnel in 5 consecutive years. Unfortunately we had
one incident in 2020, which resulted in our colleague having an injury to his foot. Preventive actions were
taken immediately and all procedures in relation to the work processes involved were reviewed and
tightened even further.

Throughout the year, we have worked for a positive and developing working environment, which focuses
on the individual employee, and on collaboration between employees and across departments. We have
supported initiatives to improve employee health and safety and are striving to continuously improve
work-life balance, by ensuring the right people and the right number of people. The management keeps a
close eye on the voluntary employee turnover and concludes that it continues to stay at a reasonably low
level.

As a shipping company, we have a responsibility to contribute to the development of future shipping
employees and leaders. We make an effort to take a significant number of own trainees onboard — and
preferably keep them onboard - and support the education of trainees and of our employees in general.

We consider diversity a strength that helps us gain access to the best talents and develops our business
and organization in a positive direction.

In Baltic Shipping Company we fully support and live by the UN Code of Conduct, and our human rights
policies are consolidated from this and our employee handbook. We support integrity and ethics in all
aspects of the company’s activities and we have a zero tolerance towards corruption. It is an integrated
part of our supplier and customer assessment that this part of the code of conduct are adhered to by all.
To ensure the adherence by all parties the management is in constant and close dialogue with all involved
parties and can again on this basis conclude that no violation of human rights or attempts on corruption
have happened in 2020.
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Management’s Review

Subsequent events

No events materially affecting the assessment of the Annual Report have occurred after the balance sheet
date.
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Income Statement 1 January - 31 December

Note 2020 2019
DKK DKK
Gross profit/loss 44,406,279 40,567,373
Staff expenses 1 -21,945,270 -19,734,627
Depreciation, amortisation and impairment of intangible assets and
property, plant and equipment -2,347,291 -2,013,685
Profit/loss before financial income and expenses 20,113,718 18,819,061
Income from investments in subsidiaries 4,018,320 3,446,993
Financial income 2 1,165,037 1,080,939
Financial expenses -991,632 -658,258
Profit/loss before tax 24,305,443 22,688,735
Tax on profit/loss for the year -4,606,283 -4,207,722
Net profit/loss for the year 19,699,160 18,481,013
Distribution of profit
Proposed distribution of profit
Proposed dividend for the year 19,000,000 18,500,000
Reserve for net revaluation under the equity method 4,018,320 3,446,993
Retained earnings -3,319,160 -3,465,980
19,699,160 18,481,013

pwe

11



Balance Sheet 31 December

Assets
Note 2020 2019
DKK DKK
Other fixtures and fittings, tools and equipment 11,420,571 13,855,670
Leasehold improvements 124,549 175,461
Property, plant and equipment in progress 13,300 13,300
Property, plant and equipment 4 11,558,420 14,044,431
Investments in subsidiaries 5 4,192,889 3,624,569
Deposits 170,784 170,784
Fixed asset investments 4,363,673 3,795,353
Fixed assets 15,922,093 17,839,784
Inventories 4,439,006 6,424,157
Trade receivables 22,968,453 21,290,288
Receivables from group enterprises 4,245,472 6,241,823
Other receivables 4,535,009 1,938,907
Corporation tax 0 332,862
Prepayments 476,974 383,501
Receivables 32,225,908 30,187,381
Cash at bank and in hand 15,059,947 7,863,020
Currents assets 51,724,861 44,474,558
Assets 67,646,954 62,314,342
i
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Balance Sheet 31 December

Liabilities and equity

Note 2020 2019
DKK DKK

Share capital 700,000 700,000
Reserve for net revaluation under the equity method 67,889 49,569
Retained earnings 691,870 11,030
Proposed dividend for the year 19,000,000 18,500,000
Equity 20,459,759 19,260,599
Provision for deferred tax 496,603 316,478
Provisions 496,603 316,478
Lease obligations 6,853,009 8,570,743
Other payables 1,166,936 473,240
Long-term debt 6 8,019,945 9,043,983
Lease obligations 6 1,717,734 1,608,291
Prepayments received from customers 187,247 0
Trade payables 22,890,370 23,954,805
Payables to group enterprises 35,284 167,108
Corporation tax 736,158 0
Other payables 6 12,944,146 7,963,078
Deferred income 159,708 0
Short-term debt 38,670,647 33,693,282
Debt 46,690,592 42,737,265
Liabilities and equity 67,646,954 62,314,342
Contingent assets, liabilities and other financial obligations 7

Related parties 8

Accounting Policies 9
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Statement of Changes in Equity

Reserve for
net revaluation Proposed
under the Retained dividend for

Share capital equity method earnings the year Total

DKK DKK DKK DKK DKK
Equity at 1 January 700,000 49,569 11,030 18,500,000 19,260,599
Ordinary dividend paid 0 0 0 -18,500,000  -18,500,000
Dividend from group enterprises 0 -4,000,000 4,000,000 0 0
Net profit/loss for the year 0 4,018,320 -3,319,160 19,000,000 19,699,160
Equity at 31 December 700,000 67,889 691,870 19,000,000 20,459,759

pwc
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Notes to the Financial Statements

2020 2019
DKK DKK
1 Staff expenses
Wages and salaries 21,871,234 19,662,674
Other social security expenses 74,036 71,953
21,945,270 19,734,627
Average number of employees 33 27

There has been made an agreement with a member of the Board of Directors to purchase up to 10% of the
equity in the Company. The agreement has been made based on the market value of the Company at the time
of the agreement.

2 Financial income

Interest received from group enterprises 117,443 104,367
Other financial income 510,124 430,340
Exchange gains 537,470 546,232

1,165,037 1,080,939

3 Financial expenses

Other financial expenses 339,775 320,225
Exchange loss 651,857 338,033
991,632 658,258
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Notes to the Financial Statements

4 Property, plant and equipment
Other fixtures

and fittings, Property, plant
tools and Leasehold and equipment
equipment improvements in progress Total
DKK DKK DKK DKK
Cost at 1 January 19,458,291 254,557 13,300 19,726,148
Additions for the year 95,000 0 0 95,000
Disposals for the year -1,050,121 0 0 -1,050,121
Cost at 31 December 18,503,170 254,557 13,300 18,771,027
Impairment losses and depreciation at
1 January 5,602,621 79,096 0 5,681,717
Depreciation for the year 2,296,381 50,912 0 2,347,293
Reversal of impairment and
depreciation of sold assets -816,403 0 0 -816,403
Impairment losses and depreciation at
31 December 7,082,599 130,008 0 7,212,607
Carrying amount at 31 December 11,420,571 124,549 13,300 11,558,420
Depreciated over 3-10 years 5 years
Including assets under finance leases
amounting to 10,448,104 0 0 10,448,104
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Notes to the Financial Statements

2020 2019
DKK DKK
5 Investments in subsidiaries
Cost at 1 January 125,000 125,000
Cost at 31 December 125,000 125,000
Value adjustments at 1 January 3,499,569 6,452,576
Net profit/loss for the year 4,018,320 3,446,993
Dividend to the Parent Company -3,450,000 -6,400,000
Value adjustments at 31 December 4,067,889 3,499,569
Carrying amount at 31 December 4,192,889 3,624,569
Investments in subsidiaries are specified as follows:
Place of Votes and

Name registered office  Share capital ownership
Baltic Coaster Chartering ApS Hundested 125,000 100%
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Notes to the Financial Statements
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Long-term debt

Payments due within 1 year are recognised in short-term debt. Other debt is recognised in long-term debt.

The debt falls due for payment as specified below:

Lease obligations

Between 1 and 5 years
Long-term part
Within 1 year

Other payables

After 5 years
Long-term part
Other short-term payables

2020 2019
DKK DKK
6,853,009 8,570,743
6,853,009 8,570,743
1,717,734 1,608,291
8,570,743 10,179,034
1,166,936 473,240
1,166,936 473,240
12,944,146 7,963,078
14,111,082 8,436,318
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Notes to the Financial Statements
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2020 2019
DKK DKK
Contingent assets, liabilities and other financial obligations
Rental and lease obligations
Lease obligations under operating leases. Total future lease payments:
Within 1 year 1,298,775 1,102,344
Between 1 and 5 years 1,195,160 1,109,466
2,493,935 2,211,810

Guarantee obligations

The Company has provided an unlimited suretyship for Baltic Coaster Chartering ApS engagement with Danske
Bank.

Other contingent liabilities
The Company is part of the national joint taxation with Baltic Holding Hundested ApS, as a management

company, and unlimited, jointly and severally liable with the other jointly taxed companies for the total
corporation tax.

Related parties
Consolidated Financial Statements
The Company is part of the Consolidated Financial Statements of the ultimate parenty company

Name Place of registered office

Baltic Holding Hundested ApS Hundested
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Notes to the Financial Statements

9 Accounting Policies

The Annual Report of Baltic Shipping Company A/S for 2020 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 2020 are presented in DKK.

Consolidated financial statements

With reference to section 112 of the Danish Financial Statements Act and to the consolidated financial
statements of Baltic Holding Hundested ApS, the Company has not prepared consolidated financial state-
ments.

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.

Leases

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership
(finance leases) are recognised in the balance sheet at the lower of the fair value of the leased asset and
the net present value of the lease payments computed by applying the interest rate implicit in the lease or
an alternative borrowing rate as the discount rate. Assets acquired under finance leases are depreciated
and written down for impairment under the same policy as determined for the other fixed assets of the
Company.

The remaining lease obligation is capitalised and recognised in the balance sheet under debt, and the inte-
rest element on the lease payments is charged over the lease term to the income statement.
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Notes to the Financial Statements

9 Accounting Policies (continued)

All other leases are considered operating leases. Payments made under operating leases are recognised in
the income statement on a straight-line basis over the lease term.

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.

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

Revenue

Revenue from the services is recognised when the risks and rewards relating to the service provided have
been transferred to the purchaser, the revenue can be measured reliably and it is probable that the econo-
mic benefits relating to the sale will flow to the Company.

Revenue is measured at the consideration received and is recognised exclusive of VAT and net of
discounts relating to sales.

Other external expenses

Other external expenses comprise indirect production costs and expenses for premises, sales and
distribution as well as 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, expenses for raw materials and consumables and other
external expenses.

Staff expenses

Staff expenses comprise wages and salaries as well as payroll expenses.
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Notes to the Financial Statements

9 Accounting Policies (continued)

Amortisation, depreciation and impairment losses

Amortisation, depreciation and impairment losses comprise amortisation, depreciation and impairment
of property, plant and equipment.

Other operating income and expenses

Other operating income and other operating expenses comprise items of a secondary nature to the main
activities of the Company, including gains and losses on the sale of property, plant and equipment.

Income from investments in subsidiaries

The item “Income from investments in subsidiaries” in the income statement includes 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 wholly owned Danish and foreign subsidiaries. The tax effect of the
joint taxation is allocated to Danish enterprises in proportion to their taxable incomes.

Balance Sheet

Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and less any accumu-
lated impairment losses.

Cost comprises the cost of acquisition and expenses directly related to the acquisition up until the time
when the asset is ready for use.

Depreciation based on cost reduced by any residual value is calculated on a straight-line basis over the
expected useful lives of the assets, which are:

Other fixtures and fittings, tools
and equipment 3-10 years
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Notes to the Financial Statements

9 Accounting Policies (continued)

Leasehold improvements 5 years

The fixed assets’ residual values are determined at nil.
Depreciation period and residual value are reassessed annually.

Impairment of fixed assets

The carrying amounts of property, plant and equipment are reviewed on an annual basis to determine
whether there is any indication of impairment other than that expressed by amortisation and deprecia-
tion.

If so, the asset is written down to its lower recoverable amount.

Investments in subsidiaries

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

The item“Investments in subsidiaries” 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 with deduction or addition of unrealised intercompany profits or losses.

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

Subsidiaries with a negative net asset value are recognised at DKK 0. Any legal or constructive obligation
of the Parent Company to cover the negative balance of the enterprise is recognised in provisions.

Other fixed asset investments

Other fixed asset investments consist of deposits.

Inventories

Inventories are measured at the lower of cost under the FIFO method and net realisable value.

The net realisable value of inventories is calculated at the amount expected to be generated by sale of the
inventories in the process of normal operations with deduction of selling expenses. The net realisable
value is determined allowing for marketability, obsolescence and development in expected selling price.
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Notes to the Financial Statements

9 Accounting Policies (continued)

Receivables

Receivables are measured in the balance sheet at the lower of amortised cost and net realisable value,
which corresponds to nominal value less provisions for bad debts.

Prepayments

Prepayments comprise prepaid expenses concerning rent, insurance premiums, subscriptions and inte-
rest.

Equity

Dividend

Dividend distribution proposed by Management for the year is disclosed as a separate equity item.

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.

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

Loans are recognised initially at the proceeds received net of transaction expenses incurred. Subsequent-
ly, the loans are measured at amortised cost; the difference between the proceeds and the nominal value
is recognised as an interest expense in the income statement over the loan period.
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Notes to the Financial Statements

9 Accounting Policies (continued)
Other debts are measured at amortised cost, substantially corresponding to nominal value.
Other payables including working accounts with ship owners.

Deferred income

Deferred income comprises payments received in respect of income in subsequent years.
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