


Management

statement

The Board of Directors and the Executive Board have today
considered and approved the Annual Report of Danish Ship
Finance A/S for the financial year 1 January — 31 December
2018. The Annual Report is presented in accordance with
the Danish Financial Business Act. Furthermore, the Annual
Report has been prepared in accordance with additional
Danish disclosure requirements for annual reports of issuers
of listed bonds.

In our opinion, the Management's Report includes a fair re-
view of developments in the activities and financial position
of the company and fairly describes the principal risks and
uncertainties that may affect the company.
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Further, in our opinion, the financial statements give a true
and fair view of the company's assets, liabilities and finan-
cial position at 31 December 2018 and of the results of the
company's activities for the financial year 1 January - 31
December 2018.

The Annual Report is recommended for adoption by the
Annual General Meeting on 25 March 2019.

Copenhagen, 25 February 2019
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Independent
auditor's report

To the shareholders of Danish Ship Finance A/S
(Danmarks Skibskredit A/S)

Opinion

We have audited the financial statements of Danish Ship
Finance A/S (Danmarks Skibskredit A/S) for the financial
year 1 January 2018 to 31 December 2018, which comprise
the income statement, statement of comprehensive income,
balance sheet, statement of changes in equity and notes,
including a summary of significant accounting policies. The
financial statements are presented in accordance with the
Danish Financial Business Act and additional Danish disclosure
requirements for issuers of listed bonds.

In our opinion, the financial statements give a true and fair
view of the company’s financial position at 31 December
2018 and of the results of its operations for the financial
year 1 January 2018 to 31 December 2018 in accordance
with the Danish Financial Business Act and additional Danish
disclosure requirements for issuers of listed bonds.

Our opinion is consistent with our long-form audit report
submitted to the Audit Committee and the Board of Directors.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (ISAs) and additional requirements
applicable in Denmark. Our responsibilities under those
standards and requirements are further described in the
"Auditor’s responsibilities for the audit of the financial
statements” section of this auditor’s report. We are inde-
pendent of the company in accordance with the International
Ethics Standards Board of Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) and the additional
requirements applicable in Denmark, and we have fulfilled
our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for
our opinion.
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To the best of our knowledge and belief, we have not provided
any prohibited non-audit services as referred to in Article
5(1) of Regulation (EU) no. 537/2014.

We were appointed auditors of Danish Ship Finance A/S
(Danmarks Skibskredit A/S) for the first time on 25 April
2005 for the financial year 2005. We have been reappointed
annually by decision of the general meeting for a total con-
tiguous engagement period of 1U years up to and including
the financial year 2018.

Key audit matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
financial statements for the financial year 1 January 2018
to 31 December 2018. These matters were addressed in the
context of our audit of the financial statements as a whole,
and in forming our opinion thereon, and we do not provide
a separate opinion on these matters.



LOAN IMPAIRMENT CHARGES

Loans amounted to DKK 36,735 million at 31 December 2018 (DKK 34,492m at 31 December 2017), and impairment charges
for the period amounted to DKK 2,514 million in 2018 (DKK 2,591m in 2017) in the financial statements.

We consider the measurement of impairment charges a key audit matter as the determination of expected losses is based
on management judgement and subject to significant uncertainty. Due to the significance of such management judgement
and the loan volumes of the company, auditing impairment charges for loans is a key audit matter.

The principles for determining expected credit losses are described in the Summary of significant accounting policies and
in note 15, and Management has described the management of credit risks and the review for impairment in more detail
in note 16 to the financial statements.

The areas of loans involving the highest level of management judgement, thus requiring greater audit attention, are:

« Identification of credit-impaired exposures

+ Parameters and management judgements in the calculation model used to determine Stage 1 and Stage 2 expected losses

+ Valuation of collateral and future cash flows, including management judgement involved in determining Stage 3 expected
losses.

HOW THE MATTER WAS ADDRESSED IN OUR AUDIT

Based on our risk assessment, our audit comprised a review of relevant central and decentral business procedures, test of
controls and analysis of the amount of impairment charges.

Our audit procedures included testing relevant controls regarding:

+ Continuous assessment of the credit risk
+ Assessment and validation of input and assumptions applied in calculating Stage 1 and Stage 2 impairment charges
» Determining management judgements in the model and Stage 3.

Furthermore, our audit procedures included:

» Performing a risk-based audit of loans to ensure timely identification of credit-impaired loans

+ Challenging the procedures and methodologies applied for the areas involving the highest level of management judgement
by using our industry knowledge and experience

+ Challenging the parameters and significant assumptions applied in the calculation models and reviewing the staging
methodology and the data used

+ Challenging management judgements in the calculation model used with special focus on management consistency and
bias, including documentation of the adequacy of management judgements

« Performing a risk-based audit of credit-impaired loans to test for appropriate determination of assumptions for impairment
charges, including valuation of collateral and definition of scenarios.
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Statement on the management commentary
Management is responsible for the Management's Report.

Our opinion on the financial statements does not cover the
Management's Report, 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 the Management's Report and,
in doing so, consider whether the Management’'s Report is
materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated.

Moreover, it is our responsibility to consider whether the
Management's Report provides the information required
under the Danish Financial Business Act and additional
Danish disclosure requirements for issuers of listed bonds.

Based on the work we have performed, we conclude that
the Management's Report is in accordance with the financial
statements and has been prepared in accordance with the
requirements of the Danish Financial Business Act and ad-
ditional Danish disclosure requirements for issuers of listed
bonds. We did not identify any material misstatement in the
Management's Report.

Management’s responsibilities for

the financial statements

Management is responsible for the preparation of financial
statements that give a true and fair view in accordance with
the Danish Financial Business Act and additional Danish dis-
closure requirements for issuers of listed bonds, and for such
internal control as Management determines is necessary to
enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, Management is respon-
sible for assessing the ability to continue as a going concern,
for disclosing, as applicable, matters related to going concern,
and for using the going concern basis of accounting in the
preparation of the financial statements unless
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Management either intends to liquidate the company or to
cease operations or has no realistic alternative but to do so.

Auditor's responsibilities for

the audit of the financial statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole is free from
material misstatement, whether due to fraud or error, and
to issue an auditor's report that includes our opinion. Rea-
sonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with ISAs
and additional requirements applicable in Denmark will always
detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken
on the basis of these financial statements.

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

Identify and assess the risks of material misstatement of
the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error as fraud
may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

+ 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 effectiveness of the com-
pany's internal control.

« Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by Management.



+ Conclude on the appropriateness of Management's use

of the going concern basis of accounting in preparing the
financial statements and, based on the audit evidence
obtained, whether a material uncertainty exists related
to events and 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
disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, future events
or conditions may cause the company to cease to continue
as a going concern.
Evaluate the overall presentation, structure and contents
of the financial statements, including the disclosures in
the notes, and whether the financial statements represent
the underlying transactions and events in a manner that
gives a true and fair view.

We communicate with those charged with governance re-
garding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical re-
quirements regarding independence, and to communicate
with them all relationships and other matters that may
reasonably be thought to bear on our independence, and,
where applicable, related safeguards.

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

Copenhagen, 25 February 2019

Deloitte
Statsautoriseret Revisionspartnerselskab
Business Registration No 33 96 35 56

Kasper Bruhn Udam
State-Authorised
Public Accountant
Identification No 29421

Bjgrn Philip Rosendal
State-Authorised
Public Accountant
Identification No 40039
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Management
and directorships

This section lists positions, other directorships, executive positions and fiduciary
positions held by board members at the date of publication of the Annual Report
for 2018. The length of tenure the board members have served, and their special
competencies are also shown.

Board members elected by the general meeting are elected for a term of one year
and board members elected by the employees are elected for a term of four years.
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Eivind Kolding

Chairman

Chairman of the Remuneration Committee

Born on 16 November 1959

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 15 November 2016
Nominated by Danish Ship Finance Holding A/S

Directorships and executive positions:

Chairman of CASA A/S (and one group company)
Member of the Board of Directors:

Leo Fondet (and one group company)

BiQ ApS

NNIT A/S

Altor Fund Manager AB

Competencies:

Broad knowledge of shipping and the maritime industry, macroeconomics, banking, credit, insurance and finance,
financial risk management, regulation and general management of international business.

Peter Nyegaard, CFO and Partner, Axcel

Vice Chairman

Member of the Audit Committee

Born on 16 May 1963

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 15 November 2016
Nominated by Axcel

Directorships and executive positions:

Chairman of FIH

Member of the Board of Directors of @ens Murerfirma A/S
Chairman/member of a number of boards in the Axcel Group

Competencies:

Broad knowledge of general management of international companies, financial risk management, financial regulation,
capital markets, credit, financing and macroeconomics.
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Anders Damgaard, Group CFO, PFA Pension

Chairman of the Audit Committee

Born on 8 August 1970

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 15 November 2016
Nominated by PFA

Directorships and executive positions:
Member of the Board of Directors:
Blue Equity Management A/S
Danish Ship Finance Holding A/S
PFA Asset Management A/S

PFA DK Boliger Hpj A/S

PFA DK Boliger Lav A/S

PFA Ejendomme Hgj A/S

PFA Ejendomme Lav A/S

PFA Europe Real Estate High A/S
PFA Europe Real Estate Low A/S
PFA Europe Real Estate Medium A/S
PFA Kapitalforening

PFA Kollegier ApS

PFA US Real Estate Medium P/S

Competencies:

Broad knowledge of financial business (including banking), credit, investment, finance, regulation and financial risk

management.
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Christian Frigast, Partner, Axcel

Member of the Remuneration Committee

Born on 23 November 1951

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 15 November 2016
Nominated by Axcel

Directorships and executive positions:

Chairman of the Board of Directors:

Axcel Management

Danish Ship Finance Holding A/S

EKF (Denmark's Export Credit Agency)

The Board Leadership Society in Denmark

Axcelfuture, Axcel’s think tank

Vice Chairman of the Board of Directors:

PANDORA

PostNord

DVCA (Danish Venture Capital end Private Equity Association)
Axcel Advisory Board

Member of the Board of Directors:

Nissens A/S

Associate professor at CBS (Copenhagen Business School)

Competencies:

Broad knowledge of banking, finance, financial risk management, management of international companies, M&A,
restructuring, operational efficiency and value proposition strategies.
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Thor Jgrgen Guttormsen

Member of the Remuneration Committee

Born on 5 January 1949

Nationality: Norwegian

Considered to be an independent board member
Joined the Board of Directors on 16 June 2017
Nominated by Danish Ship Finance Holding A/S

Other directorships

Member of the Board of Directors:
Hgegh Autoliners Holdings AS
Hgegh LNG AS

Hgegh LNG Holdings Ltd (alternate)
Telenor Maritime AS

Aequitas Ltd

Competencies:

Broad knowledge of shipping, the maritime industry and general management.

Jacob Meldgaard, CEO, Torm A/S

Member of the Remuneration Committee

Born on 2U June 1968

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 16 June 2017
Nominated by Danish Ship Finance Holding A/S

Directorships and executive positions:

Member of the Board of Directors:

Danish Shipping (Danske rederier)

Syfoglomad

TORM Plc (Board member in six companies under TORM)

Competencies:

Broad knowledge of shipping and the maritime industry, general management, investment, finance and restructuring.
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Michael N. Pedersen, Management Executive, PKA A/S

Member of the Audit Committee

Born on 8 July 1961

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 15 November 2016
Nominated by PKA

Directorships and executive positions:

Management Executive of:

Property companies owned by the three pension funds managed by PKA A/S

Ejendomsselskabet Dronningegarden

OPP HoldCo ApS

A/S Kjgbenhavns Ejendomsselskab

Forsteedernes Ejendomsaktieselskab

Chairman/member of Advisory Board and investment committees of various foundations relating
to private equity, infrastructure and micro finance due to PKA's investment in such foundations

Member of the Board of Directors:

Danish Ship Finance Holding A/S
Refshalegen Holding A/S

Refshalegens Ejendomsselskab A/S
Margretheholmen P/S
Komplementarselskabet Margretheholm ApS
PKA Skejby Komplementar ApS

PKA Skejby P/S

Hotel Koldingfjord A/S

Fonden Dansk Sygeplejehistorisk Museum
Poppelstykket 12 A/S

P/S PKAE Ejendom
Komplementarselskabet PKA AE ApS

SAS Pilot & Navigators Pension Fund
Investeringsselskabet af 2U. februar 2015 A/S
Tuborg Havnevej I/S

PKA Ejendomme | I/S

PKA Ejendomme af 2013 1/S

PKA Projektselskab I/S

Brokvarteret P/S

P/S Tranders Hgje

Investeringsselskabet af 4. juli 2018 ApS
Institutional Holding GP ApS

Institutional Holding P/S

PKA Ejendomme af 2012 1/S

DEAS Invest | A/S

DEAS Invest | Holding A/S

Competencies:

Broad knowledge of financial business (including pension fund operations), credit, investment,
finance, regulation and financial risk management.

114



Henrik Sjggreen, CEO, FIH A/S

Member of the Audit Committee

Born on 30 July 196U

Nationality: Danish

Considered to be an independent board member
Joined the Board of Directors on 15 November 2016
Nominated by Danish Ship Finance Holding A/S

Directorships and executive positions:
Chairman of the Board of Directors:
FIH Partners A/S

Simon Fougner Hartmanns Fund

CEO of FIH A/S

CEO FIH Holding A/S

Competencies:

Broad knowledge of banking, credit, insurance and finance, financial risk management, debt markets and general
management.

Marcus F. Christensen, Senior Relationship Manager, Danish Ship Finance A/S

Employee representative

Born on 20 November 1979

Nationality: Danish

Joined the Board of Directors on 29 March 2012

Competencies:
Broad knowledge of credit, ship financing and handling of problem loans through his position as Senior Relationship
Manager at Danish Ship Finance A/S.
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Christopher Rex, Head of Research and Innovation, Danish Ship Finance A/S

Employee representative

Born on 28 January 1979

Nationality: Danish

Joined the Board of Directors on 29 March 2012

Competencies:

Broad knowledge of macroeconomics, financial risk management, international shipping and digitalisation through his
position as Head of Innovation & Research at Danish Ship Finance A/S.

Henrik R. Sggaard, Senior Relationship Manager, Danish Ship Finance A/S

Employee representative

Born on 9 February 1959

Nationality: Danish

Joined the Board of Directors on 2U April 2008

Competencies:

Broad knowledge of credit, ship financing and handling of problem loans through his position as Senior Relationship
Manager at Danish Ship Finance A/S.
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ATTENDANCE AT MEETINGS 2018

Attendance rate (%) Board of Audit Remuneration
Directors Committee Committee

Eivind Kolding 100 100

Peter Nyegaard 100 100

Marcus F. Christensen 88

Anders Damgaard 88 100

Christian Frigast 63 0

Thor Jgrgen Guttormsen 75 100

Michael N. Pedersen 88 100

Jacob Meldgaard 75 100

Christopher Rex 100

Henrik R. Spgaard 100

Henrik Sjggreen (*) 100 100 100

*) The member has only participated in one remuneration committee meeting.

EXECUTIVE BOARD

Erik I. Lassen, CEO Lars Jebjerg, CFO

Member of the Executive Board since 9 April 2008 Member of the Executive Board since 22 May 2018

Executive positions in other business enterprises: Executive positions in other business enterprises:

CEO at Danish Ship Finance Holding A/S Member of the Executive Board at Danish Ship Finance
Holding A/S

Michael Frisch, CCO

Member of the Executive Board since 9 April 2018
Executive positions in other business enterprises:

Member of the Executive Board at Danish Ship Finance
Holding A/S
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Financial Calendar
for 2019

25 February Publication of Annual Report 2018

25 March Annual General Meeting of Danish Ship Finance A/S at the company address,
Sankt Annae Plads 3, 1250 Copenhagen K.

26 August Publication of the Interim Report 2019
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