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Resultatregnskap

Belgp i: USD Note 2018 2017
RESULTATREGNSKAP

K ostnader

Management fee 13 292 000 278 000
Other administrative services 2 142 000 48 000
Sum kostnader 434 000 326 000
Driftsresultat -434 000 -326 000

Finansinntekter og finanskostnader

Finance income 3 68 422 000 7 494 000
Sum finansinntekter 68 422 000 7 494 000
Finance costs 3 34 003 000 10994 000
Sum finanskostnader 34 003 000 10 994 000
Netto finans 34 419 000 -3 500 000
Ordineert resultat far skattekostnad 33985 000 -3 826 000
Income tax expenses 4 3181 000 3952 000
Ordineert resultat etter skattekostnad 30804 000 -7 778 000
Arsresultat 30 804 000 -7 778 000
Minoritetsinteresser 0 0
Arsresultat etter minoritetsinter esser 30 804 000 -7 778 000
Andre resultatkomponenter for IFRS-foretak 0 0
Sum resultatkomponenter for IFRS-foretak 0 0
Totalresultat 30 804 000 -7 778 000
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Balanse

Belgp i: USD Note 2018 2017

BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Deferred tax asset 4 0 3182000
Sum immaterielle eilendeler 3182 000

Finansielle anleggsmidler

Investmentsin subsidiaries 5 202 081 000 197 006 000
Loan to related parties 6 95 496 000 90 867 000
Sum finansielle anleggsmidler 297 577 000 287 873 000
Sum anleggsmidler 297 577 000 291 055 000
Omlgpsmidler

Varer

Fordringer

Recievables form related parties 6 499 000 369 000
Other short-term receivables 5000 6 000
Sum fordringer 504 000 375000

Bankinnskudd, kontanter og lignende

Cash and cash equivalents 7 582 000 608 000
Sum bankinnskudd, kontanter og lignende 582 000 608 000
Sum omlgpsmidler 1 086 000 983 000
SUM EIENDELER 298 663 000 292 038 000

BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Share capital 8 1817 000 1817 000
Overkurs 7 068 000 7 068 000
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Balanse

Belgp i: USD Note 2018 2017
Annen innskutt egenkapital 346 177 000 346 177 000
Sum innskutt egenkapital 355 062 000 355 062 000

Opptjent egenkapital

Retained eranings -107 343 000 -127 965 000

Sum opptjent egenkapital -107 343 000 -127 965 000

Sum egenkapital 247 719 000 227 097 000

Gjeld

Langsiktig gjeld

Annen langsiktig gjeld

Bond loans 18 34217 000 35974000
Group

Financid liabilities 9 16 477 000 14 895 000

Sum annen langsiktig gjeld 50 694 000 50 869 000

Sum langsiktig gjeld 50 694 000 50 869 000

Kortsiktig gjeld

Loan from related parties 6 13788 000
Current debt to related parties 6 29 000
Tax payable

Other current liabilities 250 000 255 000
Sum kortsiktig gjeld 250 000 14 072 000
Sum gjeld 50 944 000 64 941 000
SUM EGENKAPITAL OG GJELD 298 663 000 292 038 000
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Arsregnskap regnskapséaret 2018 for 988306428

Konsernetsresultatregnskap

Belgp i: USD Note 2018 2017
RESULTATREGNSKAP

Inntekter

Freight revenue 84 284 000

Charter hire revenue 46 568 000 69 127 000
V oyage expenses -45 431 000

Sum inntekter 3.4 85421 000 69 127 000
K ostnader

Operating expenses, vessels 3,5 39 308 000 39289 000
Group administrative services 5 5396 000 2778 000
Tonnage tax 8 180 000 177000
Other operating and administrative expenses 6 452 000 228 000
Ordinary depreciation 9 21 655 000 21881 000
Impairment loss (-) / reversal 9 -5 000 000

Sum kostnader 61 991 000 64 353 000
Driftsresultat 23430000 4774000
Finansinntekter og finanskostnader

Finance income 7 2857 000 4 308 000
Sum finansinntekter 2 857 000 4 308 000
Finance cost 7 11 570 000 12 618 000
Sum finanskostnader 11 570 000 12 618 000
Netto finans -8 713 000 -8 310000
Ordinaxrt resultat far skattekostnad 14717 000 -3 536 000
Income tax expenses 8 3180 000 4 393 000
Ordineert resultat etter skattekostnad 11 537 000 -7 929 000
Profit/I(loss) after tax from dicontinued operations -120 000
Arsresultat 11 537 000 -8 049 000
Minoritetsinteresser 0 0
Arsresultat etter minoritetsinter esser 11 537 000 -8 049 000
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Konsernetsresultatregnskap

Belgp i: USD Note 2018 2017
Net movement fair value on interest rate swaps 13 357000 0
Net movement fair value FX hedge 13 -35 000 0
Net movement fair value bunker hedge 13 -918 000 0
Net movement fair value FFA hedge 13 970 000 0
Reclassification to profit and loss 0 0
income tax effect 0 0
Sum resultatkomponenter for IFRS-foretak 374000 0
Totalresultat 11 911 000 -8 049 000

Overfaringer og disponeringer

Profit/loss for the year 11 537 000 -8 049 000
ocl 374000 0
Sum overfaringer og disponeringer 11 911 000 -8 049 000
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Konsernets balanse

Belgp i: USD Note 2018 2017
BALANSE - EIENDELER

Anleggsmidler

Immaterielle eiendeler

Utsatt skattefordel 8 3182000
Sum immaterielle eilendeler 0 3182 000
Varigedriftsmidler

Vessels 9 281 533 000 290 874 000
Newhbuilding contracts 10 59 877 000 37 751 000
Sum varigedriftsmidler 341 410 000 328 625 000
Finansielle anleggsmidler

Financial assets 13 1 860 000 957 000
Sum finansielle anleggsmidler 1 860 000 957 000
Sum anleggsmidler 343 270 000 332 764 000
Omlgpsmidler

Varer

Financial assats 13 464 000

Inventories 14 7038000 1215000
Sum varer 7 502 000 1215000
Fordringer

Accounts receivable 7 303 000 186 000
Receivables from related parties 11 603 000 7 559 000
Prepaid expenses 2 139 000 1 356 000
Other short-term receivables 11 2986 000 2990 000
Sum fordringer 13031 000 12 091 000
Bankinnskudd, kontanter og lignende

Cash and cash equivalents 12 94 060 000 55 648 000
Sum bankinnskudd, kontanter og lignende 94 060 000 55 648 000
Sum omlgpsmidler 114 593 000 68 954 000
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Arsregnskap regnskapséaret 2018 for 988306428

Konsernets balanse

Belgp i: USD Note 2018 2017
SUM EIENDELER 457 863 000 401 718 000
BALANSE - EGENKAPITAL OG GJELD

Egenkapital

Innskutt egenkapital

Share capital 21 1817 000 1817 000
Overkurs 6 939 000 6 939 000
Annen innskutt egenkapital -87 000 35 000
Sum innskutt egenkapital 8 669 000 8 791 000
Opptjent egenkapital

Retained earnings 190 365 000 182 282 000
Sum opptjent egenkapital 190 365 000 182 282 000
Minoritetsinteresser 67 539 000 22086 000
Sum egenkapital 266 573 000 213159 000
Gjed

Langsiktig gjeld

Annen langsiktig gjeld

Mortgage debt 17 113 258 000 109 105 000
Bond loans 18 34217 000 35973000
Financial liabilities 13 17 845 000 16 404 000
Deferred tax 8 59000
Sum annen langsiktig gjeld 165 320 000 161 541 000
Sum langsiktig gjeld 165 320 000 161 541 000
Kortsiktig gjeld

Short term debt 17 12 200 000 20548 000
Other interest bearing liabilities 17 2172 000

Accounts payable 4032000 864 000
Current debt to related parties 322000 894 000
Tax payable 6 000
Tonnage tax payable 191 000 177 000
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Konsernets balanse

Belgp i: USD Note 2018 2017
Other current liabilities 20 7 053 000 4529 000
sum kortsiktig gjeld 25 970 000 27 018 000
sum gjeld 191 290 000 188 559 000
SUM EGENKAPITAL OG GJELD 457 863 000 401 718 000
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28 I a;p

Skattedimi(toratet Saksbehandler Deres dato Vir dato
Torstein Kinden Helleland  20.04.2009 25.01.2030
Telefon Deres referanse Var referanse
22078139 Baard Haugen 2009/275763

KLAVENESS CORPORATE SERVICES AS
Postboks 182 Skeyen
0212 OSLO

Seknad om tillatelse til 4 utarbeide drsregnskap og drsberetning pa engelsk sprik
for Torvald Klaveness-gruppen

Det vises til Deres brev av 20. april 2009 og 12. november 2009 samt telefonsamtale | sakens anledning. De
seker pd vegne av Torvald Klaveness-gruppen om dispensasjon fra kravet il 4 wtarbeide rsregnskap og

Arsberetning pa norsk sprak.

Torvald Kiaveness-gruppen omfatter folgende selskaper;

Rederiaksjeselskapet Torvald Klaveness

Kiaveness Corporate Services AS
Klaveness Finans AS

Klaveness Maritime Logistics AS
AS Klaveness Chartering
Klaveness Cement Logistics AS
T Klaveness Shipping AS
Klaveness Ship Investments AS
Klaveness Invest AS
Bulkhandling Cabun AS
Bulkhandling Belturioader AS
Bulkhandling Handymax AS
Baumarine AS

Bulkhandling Handysize AS
KCL Shipholding AS

org. nr. 932 578 247
org. nr.963 109 466
org. ar, 993 345 911
org. ar. 985 303 665
org. ar, 913 419 472
org. ar. 988 3066 428
org, pr. 963 109 288
org. nr, 988 247 (81
org. nr. 988 913 685
org. or, 984 094 280
org. nr. 984 054 191
org. nr. 984 094 256
org. nr, 979 964 684
org. nr. 984 094 221
org. or. 986 500 472

Torvald Klaveness-gruppen er en norskeiet selskapsgruppe som er engasjert hovedsakelig i shipping samt

1 fast eiendom og finansielle investeringer. Gruppens hovedkontor eri Oslo. I tillegg har grappen operative
kontorer i Singapore, Beijing og Manila. Det er opplyst at bakgrunnen for ssknaden er at gruppen ensker &
aviepge drsoppgjer pi engelsk fordi dette vil bidra til en administrativ forenkling. Gruppen bruker i dag
engelsk som arbeidssprak. All regnskapsdokumentasjon, arbeidsutkast ] styreberetning, regnskap og noter
m.v. utarbeides pd engelsk. Regnskapslovens hovedrege] som tilsier at arsoppgjeret mi aviegges med norsk
tekst, medferer en omfattende oversettelse av alle styreberetninger og regnskaper med noter som en del av
arbeidet med rsoppgjeret. Dette er et merarbeid som ikke er verdiskapende eller nedvendiggjeres av reelle
hensyn og som vi ensker 4 unngé.

Eierne av gruppen er fire holdingselskaper som igjen eies av bredrene Tom Frik og Trond Harald
Klaveness samt deres barn. Begge hovedeiere er aktivt involvert i driften av gruppen som henholdsvis

Postadresse Beseksadresse Sentralbord
Postboks 9200 Grenland  Fredrik Selmers vei 4 8OO 80 000
0134 (sl Org. nr: 974761076 Telefaks

skattedirektoratet@skatteetaten.no 22 17 08 60
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styreleder og administrerende direkior. Det er ingen eksterne eierinteresser ut over disse familiene.
Gruppens finanskreditorer er 1 hovedsak norske finansinstitusjoner. Dette er imidlertid banker som er

sveert aktive | internasjonal shipping- og neeringsfinansiering og som ikke har noe problern med & forholde
seg til engelsk som arbeidssprak. Gruppens leverandarer og svrige kreditorer vil ogsi normalt veere selskap
som leverer varer og tjenester til rederisektoren, en sektor som av sterk internasjonal karakter. Det mé
legges til grunn at disse ikke vil ha noe problem med 4 forholde seg til engelsk som arbeidssprak.

Flertailet av gruppens landbaserte ansatte er av norsk nasjonalitet og har Oslo som arbeidssted.
Utekontorene har primert ikke-norske ansatte og vi har ogsi et innslag av ikke-norske ansatte ved

kontoret i Oslo. Blant annet av denne grunn har gruppen for et par 4r tilbake besiuttet 4 benytte engelsk

som arbeidssprak. I dag er det trykte &rscppgjeret som sendes eksterne forretningsforbindelser, deles ut
blant ansatte m.v., kun pi engelsk.

Etter regnskapsloven § 3-4 tredje ledd skal “drsregnshapet og drsberetningen ... voere pd norsk.
Departementet kan ved ... enkeltvedtak bestemme at drsregnskapet og/eller drsberemingen kan vaere pd et
annet sprar.”

10t. prp. nr. 42 (1997-1998) Om lov om &rsregnskap m.v., er det uttalt felgende om regnskapslovens
formal, jf. pkt. 1.1

"Regjeringen har som sikiemdl at regnskapsloven skal bidra til informative regnskaper for ulike grupper av
regnskapsbrukere. Regnskapsbrukerne er dels investorer og kreditorer som tilfarer kapital til foretakene,
og dels andre grupper som har interesse av & vite hvordan foretaket drives, f.eks. de ansatte og
lokalsamfunnet. Informasjonen til kapitalmarkedet skal gi grunniag for riktig prising av finansielle
objekter. Rikiig prisdannelse pd aksjer er en forutsetning for at ressursbruken i samfunnsekonomien skal
bli best mulig. Gode regnskaper vil ogsd gjore det vanskeligere for markedsdeltakere & ta ut
spekulasjonsgevinster med basis i skjevt fordelt informasjon. ™

Det fremgér séledes at et av hovedformalene med regnskapsloven er & bidra til “informative regnskaper for
ulike grupper av regnskapsbrukere”. Regnskapsbrukere vil omfatte, jf. uttalelsen j proposisjonen, blant
andre investorer, kreditorer, ansatte og lokalsamfunnet. Offentlige myndigheter ma ogs anses som en
sentral regnskapsbruker, idet ulike myndigheter, som lignings- og tilsynsmyndigheter, benyiter regnskapene
som sentrale verktay i sin kontrollvirksomhet.

Det er etter Skattedirektoratets vurdering derfor avgjerende at spersmal om dispensasjon fra kravet til 4
utarbeide arsregnskap og/eller arsberetning pé norsk, ikke pa vesentlige omrader fraviker fra hensynet til
brukere av regnskapsinformasjon. Sakeren m4 som et utgangspunkt for vurderingen ha en szrlig interesse
for kun & utarbeide &rsregnskap og/eller drsberetning p4 et annet sprik enn norsk.

Som nevnt ovenfor er det szrlig hensynet til brukerne av regnskapsinformasjon som skal vurderes ved en
dispensasjonsseknad. Det framgér av sgknaden at alle aksjonazrene gnsker at drsregnskapet utarbeides p
engelsk sprik. Gruppen opererer inne en sektor med sterk internasjonal karakter og arbeidsspriket er
engelsk. Dette er imidlertid banker som er svert aktive i intemasjonal shipping- og neringsfinansiering og
som ikke har noe problem med 4 forholde seg til engelsk som arbeidssprik. Grappens leverandarer og
pvrige kreditorer vil ogsé normalt vere selskap som leverer varer og tjenester til rederisektoren, en sekior
som av sterk internasjona) karakter,

Skattedirektoratet gir pd bakgrunn av en helhetsvurdering de overnevnte selskapene i Torvald Klaveness-
gruppen dispensasjon fra kravet til 4 utarbeide drsregnskap og Arsberetning pé norsk sprik,
jf. regnskapsloven § 3-4 tredje ledd.
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Dispensasjonen er gitt under den forutsetning at de ovennevate opplysni
‘ pplysninger som
ke endres vesentlos, g vedtaket baserer seg pa

Vennligst oppgi vér referanse ved henvendelser i anledning saken.

Med hilsen

LAl ]

[“aatd
.Jan Hoelstad
seniorrddgiver
Rettsavdelingen, foretaksskatt

Skattedirektoratet WW ,,\/(
nd

Torstein Kinden Hellela
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KLAVENESS SHIP HOLDING AS
Consolidated Financial Statement 2018

g

S s

20.08.2020 kI 04:02 Brgnngysundregistrene Side 12 av 92



Brgnngysundregistrene Arsregnskap regnskapsaret 2018 for 988306428

KLAVENESS SHIP HOLDING AS CONSOLIDATED

Board of Directors” report 2018

Klaveness Ship Holding AS (“KSH”/the Company) was established 31 May 2005 and is fully owned by
Rederiaksjeselskapet Torvald Klaveness. Klaveness Ship Holding AS is located in Oslo, Norway, and is the holding
company of the shipowning activities in Rederiaksjeselskapet Torvald Klaveness. The consclidated financial
statement of the Company as at year end 31 December 2018 comprises the Company and its subsidiaries.

2018 HIGHLIGHTS

Health, safety and envirenment are priarity number one in Klaveness and to the Board's satisfaction there were
no major incidents in 2018.

2018 has been an eventful year with focus on consclidating the combination carrier activities under one holding
company, Klaveness Combination Carriers AS, and further develop the activities through raising external capital,
registering the shares on N-OTC and growing the newbuilding program by three vessels.

The combination carriers continued to deliver positive results in 2018. Earnings for the nine vessels on water,
the CABU (caustic-bulk) combination carriers, strengthened in 2018, mainly due to somewhat improved dry bulk
markets, a more optimal trading pattern, a higher number of caustic soda cargoes under the contracts of
affreightment in the Pacific trade-lanes compared to 2017 and higher bunker fuel prices. Higher bunker prices
are increasing combination carrier earnings because they are more efficient than standard vessels. Earnings in
2018 were negatively impacted by a historically weak product tanker market in the summer and autumn of 2018
before strengthening towards the end of the year. The construction of the CLEANBU (clean petroleum products-
bulk) combination carriers are progressing well, more or less in line with schedule, and the first vessel was
delivered 10 January 2019.

Both the dry bulk market and the container market continued to improve in 2018, however, sentiment in both
markets turned negative towards the end of the year. Average container vessel earnings improved in 2018 and
the vessels still achieved rates above the general market due to the vessels’ fuel efficiency.

The Group achieved an EBITDA of USD 40.1 million from continuing operations in 2018 {2017: USD 26.7 million)
and a profit before tax (EBT) of USD 14.7 million {2017: loss of USD 3.5 million). Cash flow from operations for
2018 was USD 36.4 million (2017: USD 26.1 million). The balance sheet remains solid with a book equity including
non-controlling interest of USD 266.6 million at year-end corresponding to an equity ratio of 58 per cent. High
solidity and good liquidity was maintained in 2018.

The newbuilding program now consists of six combination carriers with expected delivery in 2019 and 2020. The

fleet at year end 2018 consists of 8 container feeder vessels and 9 combination carriers on the water in addition
to the newbuildings.

NET RESULT AND FINANCIAL POSITION CONSOLIDATED ACCOUNTS

For the full year 2018 total net revenues from operations of vessels was USD 85.4 million {2017: USD 63.1 million)
and total operating costs amounted to USD 45.3 million (2017: USD 42.5 million). EBITDA was USD 40.1 million
for 2018, up from an EBITDA of USD 26.7 million for 2017 due to stronger markets and more optimal trading
pattern.
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Profit before tax was USD 14.7 million in 2018 {2017: negative USD 3.5 million). Net result from financial items
was negative by USD 8.7 million in 2018, somewhat higher than negative USD 8.3 million in 2017.

Net profit after tax ended at USD 11.5 million for 2018. For 2017 the loss was negative USD 8.0 million, USD 2.6
million of the result (2017: negative USD 0.3 million} is attributable to non-controlling interests.

Total assets increased by USD 56.1 million in 2018 from USD 401.7 million at year end 2017 to USD 457.9 million.
Main impacts come from capital increase from non-controlling interests.

At year-end 2018, the consolidated equity including minority interests was USD 266.6 million (2017: USD 213.2
million), correspanding to a book equity ratio of 58 per cent (2018: 53 per cent). Baok equity excluding minority
interests was USD 199.0 million. Cash and bank deposits were USD 94.1 million.

During 2018, the Group had a positive cash flow from operating activities of USD 36.4 million {2017: USD 26.1
million). Net cash flow from investments amounts to negative USD 27.3 million (2017 negative USD 43.6 million),
mainly consisting of payments for vessels under construction and dry docking costs. The cash flow from financing
activities was positive USD 27.3 million (2017: negative USD 29.6 mitlion) and are mainly cash from capital
increase of USD 53.4 million, net outflows of USD 14.2 million from refinancing of debt and ordinary installments
on martgage debt in addition to paid group contribution of USD 10.2 million.

Total equity increased by USD 53.4 million in 2018 due to total comprehensive income of USD 11.9 million,
payments to non-controlling interests of USD 0.5 million, group contribution of in total USD 10.2 million and
capital increase in non-controlling interests of USD 53.4 million.

The accounts are reported under the assumption of a going concern and the Board considers the financial
position of Klaveness Ship Holding including subsidiaries at year-end to be solid. There have been no major
transactions or events subsequent to the closing date that would have a negative impact on the evaluation of
the financial position of Klaveness Ship Holding AS.

NET RESULT AND FINANCIAL POSITION STATUTORY ACCOUNTS

Operating result of the standalone financial statements of the parent company Klaveness Ship Holding AS
consists of administrative expenses of USD 0.4 million {USD 0.3 million). The financial result in 2018 consists
mainly of income from investment in subsidiaries of USD 31.2 million, interest income of USD 6.7 million {USD
4.2 millicn} and interest expenses on bond loan of USD 3.7 million (USD 3.9 million) and negative effects of USD
1.6 million related to unrealized results of financial instruments (2017: pasitive USD 3.1 million). The net resutt
from financial items was in total positive by USD 34.4 million in 2018 {negative USD 3.5 million).

Net result for the year is USD 30.8 million (2017: negative USD 7.8 million}, including tax expense of USD 3.2
million mainly due to impairment of deferred tax asset. Klaveness Ship Holding AS statutory balance sheet has
increased by USD 6.6 million from 2017 to 2018, mainly due to positive results for 2018 partly offset by
repayment of debt netted against group contribution.

Net aperating cash flow from the parent company was positive USD 0.8 million in 2018 (2017: USD 2.8 million).
Net cash flow from investing activities was USD 10.3 million in 2018 {2017: 0), due to group contribution. Net
cash flow fram financing activities amounted to negative USD 11.2 million (2017: negative USD 34.7 million) and
consists of repayment of loan to related parties, group contribution and interest paid.

THE MARKETS

Earnings for the combination carriers are driven by the dry bulk, tanker and fuel markets. The main competition
for the vessels comes from standard MR-and LR-tankers and panamax/kamsarmax dry bulk vessels. Hence
earnings from the combination carriers are impacted by the market development in these dry bulk and product
tanker segments. Due to the vessels’ efficient combination trading pattern with minimal ballast, earnings from
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the combination carriers are also positively impacted by increased fuel costs. These three markets, the product
tanker market, the dry bulk market and the bunkers market, have moved in different directions in 2018.

Following price increases in 2017, oil prices had a volatile year in 2018. However, the average Ice Brent Crude
price of 70 USD/barrel for 2018 was up 28 per cent compared to the 2017 average. Bunker fuel prices largely
followed crude oil prices, and bunkers with delivery in Singapore averaged the year at 433 USD/mt, up from 328
USD/mt the previous year.

Dry bulk freight rates continued to improve in 2018. According to the Baltic exchange Panamax spaot freight rates
averaged 11,635 USD/day in 2018, an increase of 1,804 USD/day compared to the average spot rates for 2017.
Global dry bulk demand improved through the year on the back of solid growth in global industrial production.
Clarksons estimates that total dry bulk ton mile grewth was 2.7 per cent in 2018, down from 5.0 per cent in 2017.
The total dry bulk fleet grew with 2.8 per cent in 2018, mirroring the growth of 2017 as lower deliveries were
offset by lower scrapping. Hence, demand growth was largely in line with the fleet growth in 2018.

According to official Chinese trade data, Chinese seabarne iron are imports posted zero growth in the first eleven
months of the year. Klaveness Research’s analyses indicates that the global seaborne coal trade maintained the
strong growth of moare than 6 per cent from 2017. China, India and emerging Asian economies were the main
contributors. The global grain trade posted another record year, but growth slowed to 2 per cent as Chinese
tariffs on US soybean export led to negative growth rates in fourth quarter.

The product tanker market has in general been relatively flat aver 2017 and 2018, with a negative sentiment and
periods of histeric low spot markets. One-year time charter rates averaged around 13,000 USD/day for the MR
and LR1 vessels in 2018, while average rate for the LR2 vessels was around 15,000 USD/day both in 2017 and
2018.

The market for transportation of dirty oil products saw a significant push during the autumn of 2018, Clean LR2
vessels started trading in the dirty market, creating a cascading effect pushing up rates in the product tanker
markets.

For the combination carriers’ trading regions, clean petroleum product volumes have been quite stable over the
last years.

Rates in the containership sector continued to strengthen through the first half of 2018. During the third quarter,
the sentiment turned distinctly negative due to slower growth rates in Asia and Europe and increasing trade
tensions. As aresult, charter rates fell back to the same level seen at the start of the year. At year-end 2018, the
short period rate for a standard 2,500 TEU containership was about 9,250 USD/day. Total container trade grew
about 4 per cent through 2018, down from about 5 per cent in 2017. In comparison, the containership fleet
capacity grew by about 5 per cent, driven largely by continued deliveries of very large box ships. Per cent of total
fleet being idle came down below 1 per cent in the second quarter before it rose back to about 2.5 per centin
December.

The second-hand containership market was active in the spring, with less transactions after the summer. The
newbuilding market however, locks to have regained momentum partly due to liner companies continuing to
order large tonnage and in addition tonnage providers positioning ahead of the introduction of the IMO 2020
sulphur cap regulations. In total, the container order book is stable at about 12 per cent of the existing fleet.

BUSINESS SEGMENTS

By the end of 2018 the fleet consisted of nine combination carriers and eight container vessels. In addition, the
Group has six combination carriers under construction.

Combination carriers

All combination carrier activities were in 2018 consolidated under one holding company, Klaveness Combination
Carriers AS (KCC). The existing investors in the single purpose ship owning companies {SPCs) swapped their shares
in the SPCs with shares in KCC. In addition, KCC purchased the combination carrier chartering company, KCC
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Chartering AS, from Rederiaksjeselskapet Torvald Klaveness. The consalidation of ownership and activities under
KCC's umbrella was followed by two equity raises of in total USD 57 million and a registration of the shares on N-
OTC on October 15. The number of investors increased from three to around 75, laying a strong basis for further
development of KCC. As a result of the stronger equity position, additional three options for three combination
carrier newbuilds were declared. The KCC fleet will hence consist of 15 vessels at the end of 2020.

By year-end 2018, the fleet consisted of nine CABU vessels on water and six CLEANBU vessels under construction
at Jiangsu New Yangzi Shipbuilding Co., Ltd. in China. The first CLEANBU vessel was delivered 10 january 2019
and the second and third vessels are estimated to be delivered in April 2019. The last three vessels will be
delivered in 2020. The Group holds in addition eight individual options for additional CLEANBU vessels at the
same yard, with delivery in 2021-2022.

The CABU vessels are combination carriers transporting mainly caustic soda solution and all types of dry cargo,
mainly in the Far East, the Middle East, Australia, Brazil and North America. The CLEANBU vessels can in addition
transport clean petroleum products, giving them a wider range of trading possibilities.

The CABU vessels were largely employed in combination trades with shipments of caustic soda for customers in
the Australian and Brazilian alumina industry and dry bulk return shipments with alumina, bauxite, salt, iron ore
and coal. While caustic soda shipments were mainly based on contracts of affreightment, dry cargoes were partly
spat and partly contract shipments. Total caustic soda shipments accounted in 2018 for approximately 46 per
cent of the available vessel days, while dry bulk cargoes, which are mainly north-bound from Australia to the Far
East or Middle East and from Brazil to the US Gulf accounted for approximately 54 per cent of the available vessel
days in 2018. Operations were satisfactory in 2018 with average unscheduled off-hire limited to 1.8 days per
vessel in average for the total fleet. The vessel MV Banasol was dry-docked during 2018.

The Group has during 2018 succeeded in expanding its contract portfolio far shipment of both caustic soda and
dry bulk commodities. Four contracts of affreightment for shipment of caustic soda were entered into or
renewed in 2018, including a 3-5 years extension of the contract with South32, one of the main caustic soda
contracts. Commercial discussions are ongoing with key charterers in targeted clean petroleum product trades
for employment of the CLEANBUS.

Container

Through 2018, Klaveness owned and operated a fleet of eight geared container vessels in the feeder segment
{1,700 TEU - 3,100 TEU). All vessels were employed on short term time charter contracts to liner companies
through the year. The six modern “Eco-Flex” vessels of 2,536 TEU continued to obtain fuel efficiency premiums.
The average charter rates rose by 20 per cent during 2018. The company had 46 vessel days without employment,
mainly related to one gap between employments on one vessel. Operating expenses were stable compared to
2017 and first docking of the three vessels built in 2013 were finalized according to expectations.

RISK AND RISK MANAGEMENT

The Group'’s business is exposed to risks in many areas. Risk management are performed by the management
and through services rendered from the affiliated companies, Klaveness AS and Klaveness Ship Management AS.
Risk assessment, monitoring and implementation of mitigating actions are a part of daily activities and on a
quarterly basis the Board will be presented with a risk assessment report. It is important for the Board of
Directors that the right risk reward assessment is made and that internat control routines are good.

Market risk

Market risks in the shipping markets relate primarily to changes in freight rates, fuel prices, vessel values and
counterparty credit risk. These risks are monitored and managed according to procedures and mandates decided
by the Board and to ensure a high probability that capital and liguidity are sufficient to cover losses. Fuel price
risk is partly hedged through bunker adjustment factor clauses {(BAFs) and fuel derivative and dry bulk market
exposure is partly hedged through freight forward agreements (FFA).

Commercial risk
The Group is exposed to commercial risks, particularly on customer acceptance of its fleet of combination
carriers. KCC makes extensive efforts to secure vetting acceptance of existing vessels and works closely with
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customers to document that new vessel concepts meet all their requirements. There is risk associated with
increased competition and dependence an a limited number of key customers, which is mitigated through strong
operational performance and continuous development of rendered services.

Financial risks
A large part of the Group’s costs and income are USD denominated, hence the currency exposure is limited.
Interest rate exposure is hedged through swaps and open exposure is limitad.

There were no major unforeseen events of a financial nature during 2018. The liquidity risk of the Group is
considered acceptable. Equity financingis in place for all newbuilds on order and bank financing has been secured
for the three newbuilds with delivery in 2019. In March 2019, bank financing for two of the three vessels with
delivery in 2020 was signed and discussions regarding bank financing of the last newbuild is ongoing. Current
cash, available undrawn credit and projected operating cash flow are considered sufficient to cover the Group's
commitments.

Operational risks

Operational risks are managed through quality assurance, control processes and training of seafarers and hired-
in land-based employees. All employees in the affiliated companies attend in-house training to ensure
compliance with applicable legislation and Klaveness Code of Conduct. The organisation is continuously working
to learn from incidents and accidents by developing procedures and training accordingly.

The vessels sail in waters exposed te piracy. All vessels sailing through exposed areas take precautionary steps
to mitigate the threat of such attacks.

At the end of 2018, the Group had six newbuilds on order. Dedicated on-site personnel supervise the building
processes. There is performance risk associated with the newbuilds. Tier one Chinese banks provide refund
guarantees and the yard itself is considered to be financially strong.

Envireonmental risks

Environmental laws often impose strict liability for remediation of spills and releases of oil and hazardous
substances, which could subject the Group to fiability without regard to whether the Group was negligent or at
fault. Additionally, the Group cannot predict the cost of compliance with any new environmental protection and
other laws and regulations that may become effective in the future. Quality is reflected in the approach to all
aspects of business activities including vessel owning, management and operations. The policy is to conduct
operations with the utmaost regard for the safety of employees, the public and the environment, in accordance
with sound business practice and in compliance with environmental regulations. From January 1, 2020, the
Internaticnal Maritime Organization {IMO) has decided that the maximum allowed sulphur content will be 0.5%,
compared to heavy fuel oil used today, with an average sulphur content of 2.45% (and max 3.5%). The new IMO
regulations will cause the majority of the world cargo fleet to switch out of high sulphur fuel oil (HFQ) and into
middle distillate gasoil (MDOQ), creating an expected large spread between HFQ and MDO. For the combination
carriers, higher bunker prices lead to higher earnings as the value of operational efficiency increases.

Regulatory risks
Changes in the political, legislative, fiscal and/or regulatary framework governing the activities of the Group could
have material impact on the business. To limit this exposure, procedures have been implemented to comply with
all applicable environmental regulations and sanctions legislation, and all counterparties go through a due
diligence check.
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THE PARENT COMPANY

The result for the parent company was a profit after tax of USD 30.8 million. The profit is proposed transferred
to other equity.

There are no employees in the Group, hence no actions were planned or implemented to promote equality or
prevent discrimination. The board consists of two men and one woman.

The consolidated and parent accounts are prepared under the assumption of going concern. Nothing has
occurred after the balance date, which may significantly influence the result or the balance sheet. The Board of
Directors finds that the accounts represent a true and fair view of the company’s equity and debt, financial
position and result.

The Board of Directors in Klaveness Ship Holding AS

QOslo, 31 December 2018
QOslo, 26 March 2019

It Bl

Lasse Kristoffersen Bent Martini
Chairman of the Board Board Member
Liv Hege D%meg Morten Skedsmo
Board Member Managing Director
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Klaveness Ship Holding AS

Consolidated Income Statement

USD ‘000
Continuing operations

Year ended 31 December

Freight revenue 84 284 -
Charter hire revenue 46 568 69127
Total operating revenue Note 3, 4 130 852 69127
Voyage expenses Note 5 (45 431) -
Net revenues from operations of vesseis 85421 69127
Operating expenses, vessels Note 3,5 (39 308) {39 289)
Group administrative services Note 5 {5396) (2778)
Tonnage tax Note 8 (180) {177)
Other operating and administrative expenses Note 6 (452) (228)
EBITDA 40 085 26 655
QOrdinary depreciation Note 9 (21 655) (21 881)
Impairment foss (-} / reversal Naote 9 5000 -
EBIT 23430 4774
Finance income Note 7 2 857 4 308
Finance costs Note 7 (11 570) (12 618)
Profit before tax from continuing operations 14718 {3 535)
Income tax expenses Note 8 (3 181) (4 393)
Profit after tax from continuing operations 11 537 {7 928)
Discontinued operations

Profit/{loss) after tax for the year from discontinued operations - {120)
Profit for the year 11537 (8 049)
Attributable to:

Equity holders of the parent company 8916 (7 704)
Non-controlling interests 2621 {344}
Total 11537 (8 049)

20.08.2020 ki 04:02 Brgnngysundregistrene

Side 19 av 92



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 988306428

Klaveness Ship Holding AS

Consolidated Statement of Other Comprehensive Income

Note. 2018

Net profit/ (loss) 11537 (8 049)

Qther comprehensive income to be reclassified to profit or loss

Net movement fair value on interest rate swaps Note 13 357 -
Net movement fair value FX hedge Note 13 (35) -
Net movement fair vaiue bunker hedge Note 13 (918) -
Net movement fair value FFA hedge Note 13 970 -

Reclassification to profit and loss - -
Income tax effect . -

Net other comprehensive income to be reclassified to profit or loss 374 -

Other comprehensive income not to be reclassified to profit or loss - -
Net other comprehensive income not to be reclassified to profit or loss . -

Other comprehensive income/(loss) for the period, net of tax 374 -
Total comprehensive income/{loss) for the period, net of tax 11911 {8 449)
Attributable to:

Equity holders of the parent company 8794 {7 704)
Non-controlling interests 3118 (344)
Total 11911 (8 049)

20.08.2020 ki 04:02 Brgnngysundregistrene Side 20 av 92



- Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 988306428

Klaveness Ship Holding AS

Consolidated Statement of Financial Position

As at 31 December

ASSETS

Non-current assets

Deferred tax asset Note 8 - 3182
Vessels Note 9 281533 290 874
Newbuilding contracts Note 10 59 877 37751
Financial assets Note 13 1860 957
Total non-current assets 343 270 332764

Current assets

Financial assets Note 13 464 -

Inventories Note 14 7038 1215
Accounts receivable 7303 186
Receivables from related parties Note 11 603 7558
Prepaid expenses 2139 1356
Other short-term receivables Note 11 2986 2990
Cash and cash equivalents Note 12 94 060 55648
Total current assets 114 593 68 954
TOTAL ASSETS 457 863 401718
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Klaveness Ship Holding AS

Consolidated Statement of Financial Position

As at 31 December

EQUITY AND LIABILITIES

Equity

Share capital Note 21 1817 1817
Share premium 6939 6939
Other reserves {87} 35
Retained earnings 190 365 182 282
Equity attributable to equity holders of the parent 199 034 191 073
Non-controlling interests 67 539 22086
Total equity 266 573 213 159
Non-current liabilities

Mortgage debt Note 17 113 258 109 105
Bond loans Note 18 34217 35973
Financial liabilities Note 13 17 845 16 404
Deferred tax Note 8 - 59
Total non-current liabilities 165 320 161541
Current liabilities

Short-term debt Note 17 12 200 20549
Cther interest bearing liabilities Note 17 2172 -
Accounts payable 4032 864
Current debt to related parties 322 894
Tax payable Note 8 - 6
Tonnage tax payable Note 8 191 177
Other current liabilities Note 20 7 054 4529
Total current liabilities 25971 27018
TOTAL EQUITY AND LIABILITIES 457 863 401 718

sl

Oslo, 31 December 2018

Lasse Kristoffersen
Chairman of the Board

U LA e

4 Liv Hege Dyrnes
Board member

Oslo, 26 March 2019

ol

e Mient Martini

Board member

Morten Skedsmo
Managing Director
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Share

capital

Klaveness Ship Holding AS

Other paid
incapital ..

Share
. premidm

Hedging
Jreserue

Consolidated Statement of Changes in Equity

Attributable to equity holders of the parent

Retaired
earnings

Total

Non-
controlling
interests

Tatal equity

Eouity at 1 January 2017 1817 6939 - 35 193 864 202 653 17344 219998
Profit {loss) for the year (7 704) (7 704) (344) {8 049)
Other comprehensive income for the year - - -
Total comprehensive income for the year B (7 704} {7 704) {344) {8049)
Payments to non-controlling interests - {1414) (1414}
Group contribution (3878} [3878) - {3878}
Capital contributions from non-centrolling interests - 6 500 6500
Equity at 31 December 2017 1817 6939 - 35 182 282 191 073 22086 213158
Profit (loss) for the year 8916 8916 2621 11537
Other comprehensive income for the year (122) {122) 497 374
Total comprehensive income for the year (122} 8916 8794 3118 11911
Dividends to non-controlling interests . {495} {495)
Group contribution {10 185) (10 185) - {10 185)
Acquisition of non-controlling interest {April 25, 2018) (260} {260} {363} {623)
Capital increase (April 30, 2018) B 12 000 12 000
Reallocation from non-controlling interests 3001 3001 {3001} -
Capital increase (October 10, 2018) B 41387 41 387
Transaction costs (581} {581) - (581)
Reallocation from non-controlling interests 2046 8046 {8 D46} -
Impact of majority participation in increase (854) {854) 854

Equity at 31 Decernber 2018 1817 6933 - {87) 190 365 194 034 67533 266574

On April 25, 2018 KCC Shipowning AS {KCCS) bought 50 shares in Cabu V Investment Inc from Babar Shipping | and I AS, resulting in 100 % ownership. On April 30, 2018 KCCS
bought the shares in Baffin Shipping AS, Ballard Shipping AS, Cabu VI Investment Inc, Banasol Inc and Banastar Inc from an affiliated company of Hundred Roses Company
(HRC) and EGD Shiphalding AS {EGD), resulting in 100 % ownership in said companies. The shares were settled by a promissory note (debt to the external partners). The
promissory note was used as an injection of capital frem HRC and EGD in Klaveness Combination Carriers, in addition to cash injection of USD 12.0 million.

In October 2018 a private placement of commen shares of USD 45 millien (less transaction costs of USD 0.6 million) was completed in the subsidiary Klaveness Combination
Carriers A5 which was registered on N-OTC. The parent company Klaveness Ship Holding AS subscribed shares of in total USD 3.6 million. Equity of USD 41.4 milllon was

injected fram nan-cantrolling interests,

Hedging reserve

The reserve contains total net changes in the fair value of financial instruments recognized to fair vatue with changes through OCL

20.08.2020 kI 04:02

Brgnngysundregistrene

Side 23 av 92



== Brgnngysundregistrene Arsregnskap regnskapsaret 2018 for 988306428

Klaveness Ship Holding AS

Consolidated Statement of Cash Flows

Profit before tax from continuing operafions 14 718 (3 535}
Profit before tax from discontinuing cperations - (120}
Tonnage tax expensed 180 186
Net gain/loss fixed assets - 68
Revenue hold back agreement, non cash effect (675) -
Ordinary depreciation Note 9 21655 21 881
Impairment loss/ reversal MNote 9 (5 000) -
Amortization of upfront fees bank loans 529 571
Financial derivatives unrealised loss/gain 445 (3 718)
Gain/loss on foreign exchange {1811) 1649
Interest income (1017) (591)
Interest expenses 9703 9420
Taxes paid for the period (183) (139)
Change in receivables {1 136) 548
Change in current liabilities {1091) {1 380}
Change in other working capital (980) 653
Interest received 1017 531
A: Net cash flow from opsrating activities 36 353 26 102
Acquisition of tangible assets Note 9 (6 037) (3371}
Instaliments and cost on newbuilding contracts Naote 10 (22 126) (40 188}
Acquisition of subsidiaries, net of cash 863 -
B: Net cash flow from investing activities {27 301) {43 558)
Proceeds from mortgage debt 15 000 36 880
Transaction costs on issuance of loans - (372)
Repayment of mortgage debt (19 528) (36 783)
Repayment of bond loan - (21 099)
Interest paid (9 703) (9 420)
Capital increase April 30, 2018 12 000 -
Cash proceeds from issuing of shares non-controlling interests 41 386 6 500
Transaction costs on capital increase (581) -
Acquisition of non-controlling interests (822) .
Group contribution/dividend (10 185) (3878)
Dividends to non-controlling interests (495) (1414)
C: Net cash flow from financing activities 27 272 (29 576)
Net change in liquidity in the period (A + B + C) 36 325 (47 032)
Net foreign exchange difference (84) (301)
36 241 (47 333)
Cash and cash equivalents at beginning of period 55648 102 981
Cash and cash equivalents at end of period Note 12 91 888 55 648
Net change in cash and cash equivalents in the period 36 241 {47 333)

* Cash and cash equivalents as per 31 December 2018 includes drawn amount on overdraft facility of USD 2.2 million.

Undrawn amount on the overdraft facility is USD 5.8 million.
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NOTE 1T ACCOUNTING POLICIES | CONSOLIDATED KLAVENESS SHIP HOLDING AS

CORPORATE INFORMATION

Klaveness Ship Holding AS ( “parent
caompany”/KSH} is a private limited company
domiciled and incorporated in Norway. The
parent company has headquarter and is
registered in Drammensveien 260, 0283 Oslo.
The parent company's consolidated accounts
for the fiscal year 2017 include the parent
company and its subsidiaries (referred to
collectively as the Group) and associated
campanies.

The ultimate parent of the company is
Rederiaksjeselskapet Torvald Klaveness. The
consolidated financial statements for the
ultimate parent is available at
www.klaveness.com.

The consolidated financial statements for
Klaveness Ship Holding AS for the fiscal year
2018 are approved in the board meeting on 26
March 2019.

The Group activities are described in note 3.

BASIS OF PREPARATION

The consolidated financial statements of the
Group and the financial statements for the
parent company have been prepared in
accordance with International Financial
Reporting Standards ("IFRS”) as endorsed by
the European Union.

The consolidated financial statements are
based on historical cost, except for derivative
financial instruments which are measured at
fair value.

FOREIGN CURRENCY TRANSACTIONS

The presentation currency for the Group is US
Dollar {USD). The Group cecmpanies, including
the parent company, have USD as their
functional currency. Each entity in the Group
determines its own functional currency and
items included in the financial statements of

each entity are measured using that functional
currency.

Transactions in foreign currencies are
recorded in the functional currency rate at the
date of the transaction. Monetary assets and
liabilities in foreign currency are translated at
the functional currency rate prevailing at the
balance sheet date. Exchange differences
arising from translations into functional
currency are recorded in the income
statement.

Non-monetary assets and liabilities measured
at historical cost in foreign currency are
translated into the functional currency using
the historical exchange rate. Non-monetary
assets and liabilities recognized at fair value
are translated using the exchange rate on the
date of the determination of the fair value.

Income and expenses in NOK are converted at
the rate of exchange on the transaction date.
The average exchange rate was USD/NOK
8.1347 in 2018 (2017: 8.2734}. At year-end
2018 an exchange rate of USD/NOK 8.6911
(2017: 8.2411) was used for the valuation of
balance sheet items.

CONSOQOLIDATION POLICIES
Subsidiaries

The Group’s consclidated financial statements
comprise Klaveness Ship Holding AS (KSH) and
companies in which KSH has a controliing
interest. A controlling interest is normally
obtained when the Group owns more than 50
% of the shares in the company or through
agreements are capable of exercising control
over the company. Non-controlling interests
are included in the Group’s equity.

Subsidiaries are consclidated from the date of
acquisition, being the date on which the
Group obtains control, and consolidation is
continued until the date when such contro!
ceases. The financial statements of the
subsidiaries are prepared for the same
accounting period as the parent company,
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NOTE 1 ACCOUNTING POLICIES | CONSOLIDATED KLAVENESS SHIP HOLDING AS

using consistent accounting principles for
similar transactions and events under
otherwise similar circumstances.

All intra-group balances, transactions,
unrealized gains and losses resulting from
intra-group transactions and dividends are
eliminated in full.

Non-controlling interests

The Group treats transactions with non-
controlling interests as transactions with
equity owners of the Group. For purchases
frem non-controlling interests, the difference
between any consideration paid and relevant
share acquired of the carrying value of net
assets of the subsidiary is recorded in equity.

Gains or losses on disposals of sharesin
subsidiaries to non-cantrolling interests are
also recorded in equity.

If the Group loses control of a subsidiary
during the reporting period, the assets and
liabilities of the former subsidiary is
derecognized from the consolidated accounts
and recognized as an investment at fair value
in accordance with relevant IFRSs. The
carrying amounts of any non-controlling
interests are also derecognized. Gains or
losses associated with the loss of control is
recognized in profit and loss.

SIGNIFICANT ACCOUNTING JUDGEMENTS,
ESTIMATES AND ASSUMPTIONS

Preparing financial statements in conformity
with IFRS requires the management to make
judgments, use of estimates and assumptions
which affect the application of the accounting
policies and the reported amounts of assets
and liabilities, revenues and expenses.

The estimates are based on the actual
underlying business, its present and forecast
profitability over time, and expectations about
external factors such as freight rates, interest
rates, foreign exchange rates, oil prices and
more which are outside the Group’s and
parent company’s control. Uncertainty about

these assumptions and estimates could result
in outcomes that require a material
adjustment to the carrying amount of assets
or liabilities in future periods. Changes in
accounting estimates are recognized in the
period the changes occur. When changes to
estimates also affect future periods the effect
is distributed between the current and future
periods.

Significant estimates and assumptions

Management has made estimates and
assumptions which have significant effect on
the amounts recognized in the financial
statements. In general, accounting estimates
are considered significant if:

- the estimates require assumptions
about matters that are highly
uncertain at the time the estimates
are made

- different estimates could have heen
used

- changes in the estimates have a
material impact on Klaveness Ship
Holding's financial position

Carrying amount of vessels, depreciation and
impairment

In addition to the purchase price, the carrying
amount of vessels is based on management’s
assumptions of useful life. Useful life may
change due to change in technelogical
developments, competition, environmental
and legal requirements, freight rates and steel
prices.

When value in use calculations are performed,
management estimates the expected future
cash flows from the assets or cash-generating
unit (defined in the section of “judgments”)
and determine a suitable discount rate in
order to calculate the present value of thase
cash flows. This will be based on
management’s evaluations, including
estimating future performance, revenue
generating capacity, and assumptions of
future market conditions and appropriate
discount rates. Changes in circumstances and
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NOTE 1 ACCOUNTING POLICIES | CONSOLIDATED KLAVENESS SHIP HOLDING AS

management’s evaluation and assumptions
may give rise to impairment losses. While
management believes that the estimates of
future cash flows are reasonable, different
assumptions regarding such cash flows could
materially affect the evaluations.

On a quarterly basis, management assesses
indicators of impairment for non-financial
assets and whether the assumptions in the
value in use calculations are reasonable.
Recoverable amount is set as the highest of
fair value less cost to sell and value in use.
Average broker values are used to estimate
fair value less cost to sell. If carrying value
exceeds the estimated recoverahle amount,
impairment is recognized. Impairments are
reversed in a later period if recoverable
amount exceeds carrying amount.

The recegnition of deferred tax assets

Deferred tax assets are only recognized if it is
probakle that future taxable profit will be
available against which the unused tax losses
and unused tax credits can be utilized. The
assessment also includes possible group
contribution from related companies within
the uftimate group; Rederiaksjeselskapet
Torvald Klaveness. If the Group has loss
carried forward in any subsidiaries, these
deferred tax assets are recognized only if
there are convincing evidence that adequate
taxable profit will be available in the future
against which losses can be utilized. See note
6 for further information.

Judgments

In the process of applying Klaveness Ship
Holding’s accounting policies, management
has made the following judgments which have
significant effect on the ameounts recognized
in the financial statements.

impairment

The Group operates combination carrier
vessels that can switch between dry and wet
cargo. The CABUs have the same
characteristics in respect of what cargo to

transport, number of cargo holds and size of
the vessel. All the CLEANBUs are identical
vessels with same characteristics. CLEANBU
vessels have higher capacity than the CABUs,
and can in addition transport other types of
wet commodities. All the CABU vessels are
interchangeable, same for all the CLEANBU
vessels. Investment, continuance and disposal
decisions are made by class of vessels. The
CABU and CLEANBLU vessels are operated by
KCC Chartering. Contracts (CoA’s) are not
negotiated based on a specific vessel. It is the
sum of vessel capacity at any time that
determines the optimization of voyages. A
portion of the voyages are also executed in
the spot market, and the charterers are
dependent on operating the vessels as a
portfolio according to free capacity and
available cargos. The Group has defined the
fleet of CABU and the fleet of CLEANBLU, each
as one cash generating units (“CGU"), due to
the Group’s operational strategy to manage
each fleet as a portfolio and thereby
optimizing the portfolio’s cash flow and the
earnings of the entire Group.

For container vessels the Group has defined
that each vessel is a separate CGU as the cash
flows from these vessels can be separated on
an individual level.

Consolidation of Banasol Inc, Banastar Inc,
Baffin Shipping AS and Ballard Shipping AS

Prior to 30 April 2018, the Group held 50 %
ownership of Banasol Inc, Banastar Inc, Baffin
Shipping AS and Ballard Shipping AS. The
entities owned one vessel each; MV Banasol,
MV Banastar, MV Baffin and MV Ballard
respectively. Management has assessed the
investments against control criterias in IFRS 10
whether the Group has rights to direct the
relevant activities. The management is of the
opinion that power is embedded in one or
more contractual arrangements for the main
activities; chartering activity and ship-owning
activity. The assessment shows that all
elements of control are present. The Group is
considered to control the entities Banasol Inc,
Banastar Inc, Baffin Shipping AS and Ballard
Shipping AS which have been consolidated as
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subsidiaries into the Group’s financial
statements.

Acquisition of shares in KCC Chartering

KCC acquired shares in KCC Chartering in
March 2018. The transaction is considered to
qualify as a business combination, as KCC
Chartering in contrast to KCC (see above) has
activity and is deemed to be a “business”, For
business combinations, including common
control transactions, the Group apply the
acquisition method in IFRS 3 with
consclidation from time of acquisition. In the
acquisition evaluation no material differences
between fair and carrying values were
identified, and the allocated value is therefore
equal to book value (see note 2).

SEGMENT REPORTING

The operating segments are reported in a
manner consistent with the internal financial
reporting provided to the chief operating
decision-maker.

The chief operating decision-maker, who is
respensible for allocating resources and
assessing performance of the operating
segments, has been identified as the Group
executive management who makes the
strategic decisions.

The operating segment are reported in a
manner consistent with the internal financial
reporting provided to the chief operating
decisicn-maker, who is responsible for
allocating resources, making strategic
decisions and assessing performance. The
chief operating decision-maker has been
identified as the board of the company. The
CABU and the CLEANBU vessels are
considered to be vessels with similar
characteristics and will be operated to
optimize the fleet as a whole. The first
CLEANBU vessel will generate revenue and
costs when taken into operation from date of
delivery in January 2019. The assessment of
segment reporting will be reviewed on a
continuous basis. As the financial statement is
consistent with the internal financial reporting
for the combination carriers segment and thus
is equal to the Income Statement, Statement

of Financial Position and Cash flow statement,
no further disaggregation is provided.

The internal financial reports are structured
into three reporting segments with similar
characteristics i) Combination Carriers if)
Container vessels i} Other/administration.

The Group does not consider the domicile of
its customers as a relevant decision making
guideline and hence does not consider it
meaningful to allocate vessels and related
income to specific geographical locations.

REVENUE RECOGNITION

The Group is in the business of transporting
cargo by sea.

Contracts of affreightments

The combination carriers are employed on
both long and short term contracts of
affreightments (COAs) as well as in the spot
market. The Company's intention is to own
tonnage which will be operated mainly under
COAs in the wet product market and on a
higher degree of spot in the dry bulk market,
in order to give the COA customers a high
degree of flexibility. In addition, the mix of
COAs and spot creates a high degree of
flexibility in optimizing the trading of the fleet.
The COA contracts have duration between 1-3
years. Revenue from the Group's COA
commitments are classified as freight revenue
in the income statement.

Revenue from contracts with customers is
recognized when control of the goods is
transferred to the customer at an amount that
reflects the consideration to which the Group
expects to be entitled in exchange for those
goods. The Group has concluded that the
performance obligation under a voyage
charter is satisfied over time, and begins from
the point at which cargo is loaded until the
peint at which a cargo is discharged at the
destination port. While this represents a
change in the period over which revenue is
recognized, the total voyage result recognized
over all periods would not change (discharge-
to-discharge prior to adoption of IFRS 15). The
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change in revenue recognition due to IFRS 15
resulted in USD 0.4 million less in revenue
recognized as per 31 December 2018
compared to what would have been
recognized for the period if the previous
recognition principle had been applied. As the
Group did not have any freight revenue in
2017, and the recognition of charter revenue
has not changed as a result of IFRS 15, there
was no implementation effect of IFRS 15
recorded against equity.

Other revenue from services, such as
demurrage, is recognized when earned and is
included in freight revenue.

Time-charter agreements

The time charter revenue is generated from
either variable time charter or fixed time
charter contracts. Revenue from time charters
are accounted for as operating leases under
IAS 17 and is classified as charter hire revenue
in the income statement. The Group’s time
charter contracts have a duration of 1-12
months. All of the Group’s eight container
vessels are chartered out on time charter
agreements.

Prior to acquisition of KCC Chartering AS
(KCCC) {(March 2018}, revenue was distributed
to the Group as charter hire from KCCC
(classified as charter hire revenue) recognized
in accordance with revenue recognition in KCC
Chartering which is based on discharge-to-
discharge basis (percentage of completion
methed). Charter revenue from KCCC has
been recognized over time based on obtained
charter day rate. Subsequent to the
acquisition of KCCC, charter hire revenue has
been eliminated in the consolidated financial
statements of the Group, and from this date,
the Group’s revenue is reported on a gross
basis and is split in gross revenue and voyage
expenses.

Performance obligations

IFRS 15 also requires the Group for each
contract with a customer, to identify the
performance cbligations, determine the
transaction price, allocate the transaction
price to performance obligations to the extent

that the contract covers more than one
performance obligation, determine whether
revenue should be recognised over time or at
a point in time and recognise revenue when or
as performance obligations are recognised.
The Groups' voyage charters and TC contracts
qualify for recognition over time. The nature
of the Group’s revenues from TC contracts
with its customers is categorised in two
groups, the leasing element of the vessel and
the service element related to the leased
vessel.

Expenses between discharge and load are
deferred and amortized over the voyage to
the extent it qualifies as cost to fulfil under
IFRS 15.

OPERATING EXPENSES

Vessel operating expenses include crewing,
repairs and maintenance, insurance, stores,
lubricant oils and management fees. When
vessels are on hire, the majority of vessel
operating expenses are reimbursed from the
charterer. When the vessel is off hire, vessel
operating expenses are mainly for owners
account.

INCOME TAX

All the companies within the Group, with the
exception of Klaveness Ship Holding AS
{parent company), Klaveness Cement Logistics
AB (KCL AB) and Klaveness Bulk AS {KBA), are
organized in compliance with the Norwegian
tonnage tax regime (“NTT”). KSH and KCL AB
are subject to ordinary taxation. Company tax
in Norway is 23 % (22 % from 2018).
Subsidiaries outside of Norway are governed
by the tax laws and tax rates in the local
jurisdiction. Some companies in the Group are
subject to taxation in Norway based on
controlled foreign company (CFC) rules where
tax is charged at the investor level. All of these
companies are subject to the Norwegian
tonnage tax regime and owned by a company
subject for tonnage tax regime.

The NTT entails no tax on operating profits or
tax on dividends from companies within the
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scheme. Net financials, allowed for some
special regulations, are taxed on an ongoing
basis, currently at a rate of 23 %. A tonnage
fee is charged per vessel depending on the
size of the vessel owned or leased by
companies taxed under the NTT. This tonnage
tax is classified as an operating cost.

Tax expenses in the profit and loss account
comprise both tax payable for the accounting
period and changes in deferred tax. Deferred
tax is calculated at 22 % (23 %) on the basis of
temporary differences between tax and
accounting values of assets and liabilities that
exist at the balance sheet date. Deferred taxes
are recognized using the liability method in
accordance with IAS 12. Deferred tax is only
calculated for assets and liakilities for which
future realization will lead to tax payable.

Deferred tax liabilities/deferred tax assets
within the same tax system that can be offset
are recorded on a net basis. Income tax
relating to items recognized directly in equity
is included directly in equity and not in the
statement of income.

VESSELS, NEWBUILDINGS AND DOCKING

Non-current assets such as vessels, the cost of
dry-docking and newbuildings are carried at
cost less accumulated depreciation and
impairment charges. Cost is defined as directly
attributable cost plus borrowing cost during
the construction period.

Depreciotion of vessels

Depreciation is calculated on a straight-line
basis over the estimated useful life of a vesset
taking its residual value into consideration.
Useful life is estimated to be 20-25 years for
the Group’s fleet. Certain capitalized elements
like costs related to periodic
maintenance/dry-docking have shorter
estimated useful lives and are depreciated
until the next planned dry-docking, typically
over a three to five years period. When
newbuildings are delivered a pertion of the
cost is classified as dry docking.

Costs of day-to-day servicing, maintenance
and repairs are expensed.

The useful life and residual values are
reviewed at each balance sheet date.

Newbuildings

Vessels under construction are classified as
non-current assets and recognized at the cost
incurred in relation to the non-current asset
when paid. Newhuildings are not depreciated
until delivery. Borrowing costs directly
attributable to the construction of vessels are
added to the cost of the vessels, until such
time as the vessels are ready for their
intended use.

impairment of vessels and newbuiidings

On a quarterly basis the balances are assessed
whether there is an indication that vessels and
newbuilding contracts may be impaired. If the
recoverable amount is lower than the book
value, an impairment charge is recorded.
Impairment losses are recognized in the profit
and loss statement. An impairment loss
recognized in prior periods for an asset is
reversed if, and only if, there has been a
change in the estimates used to determine the
asset’s recoverable amount since the last
impairment loss was recognized. For further
information regarding impairment
considerations, refer to critical accounting
estimates and judgmenis.

LEASING

The Group differentiates between financial
leasing and operational leasing based on an
evaluation of the lease contract at the time of
inception. A lease contract is classified as a
financial lease when the terms of the lease
transfer substantially all risk and rewards of
ownership to the lessee. All other leases are
classified as operational feases. When a lease
contract is classified as a financial lease where
the Group is the lessee, the rights and
obligations relating to the leasing contracts
are recognized in the balance sheet as assets
and liabilities. The interest element in the
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lease payment is included in the interest costs
and the capital amount of the lease payment
is recorded as repayment of debt. The lease
liability is the remaining part of net present
value of future payments. For operational
leases, the rental amount is recorded as an
ordinary operating cost.

The Group has leasing agreements as lessor
related to the container vessels which all are
classified as operational leases. Lease
payments received are recognized in profit or
loss on a straight-line basis over the term of
the lease, typically 3-12 months.

FAIR VALUE MEASUREMENT

Derivatives are measured at fair value. The fair
value of financial instruments traded in active
markets is determined by reference to quoted
market prices or dealer price guotations,
without any deduction for transaction costs.
The fair value of financial instruments not
traded in active markets is determined using
appropriate evaluation technigues.

A fair value measurement of a non-financial
asset takes into account a market participant’s
ability to generate economic benefits by using
the asset in its highest and best use or by
selling it to another market participant that
would use the asset in its highest and best
use.

The Group uses valuation techniques that are
appropriate in the circumstances and for
which sufficient data are available to measure
fair value, maximizing the use of relevant
observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities for which fair value is
measured or disclosed in the financial
statements are categorized within the fair
value hierarchy, described as follows, based
on the lowest level input that is significant to
the fair value measurement as a whole:

Level 1 —Quoted (unadjusted) market prices
in active markets for identical assets and
liabilities

Level 2 — Valuation techniques for which the
lowest level input that is significant to the fair
value measurement is directly or indirectly
ohservable

Level 3 — Valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable.

FINANCIAL ASSETS
Initial recognition and measurement

Financial assets are classified, at initial
recognition, as subsequently measured at
amortised cost, fair value through other
comprehensive income (OCI), and fair value
through profit or loss.

The classification of financial assets at initial
recognition depends on the financial asset’s
contractual cash flow characteristics and the
Group’s business model for managing them,
With the exception of trade receivables that
do not contain a significant financing
component or for which the Group has
applied the practical expedient, the Group
initially measures a financial asset at its fair
value plus, in the case of a financial asset not
at fair value through profit or loss, transaction
costs. Trade receivables that do not contain a
significant financing component or for which
the Group has applied the practical expedient
are measured at the transaction price
determined under IFRS 15.

In order for a financial asset to be classified
and measured at amortised cost or fair value
through OCI, it needs to give rise to cash flows
that are solely payments of principal and
interest on the principal amount outstanding.

Subsequent measurement

For purposes of subsequent measurement,
financial assets are classified in two
categories:

- Financial assets at amortised cost
(debt instruments)

- Financial assets at fair value through
profit or loss
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Financial assets at amortised cost

This category is the most relevant to the
Group. The Group measures financial assets at
amortised cost if both of the following
conditions are met:

The financial asset is held within a
business model with the objective to
hold financial assets in order to collect
contractual cash flows

- The contractual terms of the financial
asset give rise on specified dates to
cash flows that are solely payments of
principal and interest on the principal
amount outstanding.

Financial assets at amortised cost are
subsequently measured using the effective
interest method and are subject to
impairment. Gains and losses are recognised
in profit or loss when the asset is
derecognised, modified or impaired.

The Group’s financial assets at amertised cost
includes trade receivables, and loan to related
parties.

Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or
loss include financial assets held for trading,
financial assets designated upon initial
recognition at fair value through profit or loss,
or financial assets mandatorily required to be
measured at fair value. Financial assets are
classified as held for trading if they are
acquired for the purpose of selling or
repurchasing in the near term. Derivatives,
including separated emhedded derivatives,
are also classified as held for trading unless
they are designated as effective hedging
instruments. Financial assets with cash flows
that are not solely payments of principal and
interest are classified and measured at fair
value through profit or loss, irrespective of the
business model. Notwithstanding the criteria
for debt instruments to be classified at
amortised cost or at fair value through OCl, as
described above, debt instruments may be

designated at fair value through profit or loss
on initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch,

Financial assets at fair value through profit or
loss are carried in the statement of financial
positien at fair value with net changes in fair
value recognised in the statement of profit or
loss.

This category includes derivative instruments
and listed equity investments which the Group
had not irrevecably elected to classify at fair
value through OCI. Dividends on listed equity
investments are also recognised as other
income in the statement of profit or loss when
the right of payment has been established.

FINANCIAL LIABILITIES

nitial recognition and megsurement

Financial liabilities are classified, at initial
recognition, as financial liabilities at fair value
through profit or loss, loans and borrowings,
payables, or as derivatives designated as
hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at
fair value and, in the case of loans and
borrowings and payables, net of directly
attributable transaction costs.

The Group’s financial liabilities include trade
and other payables, loans and borrowings
including bank overdrafts, and derivative
financial instruments.

Subsequent measurement

The measurement of financial liabilities
depends on their classification, as described
below:

Financial liabilities at fair value through profit
or loss

Financial liabilities at fair value through profit
or loss include financial liabilities held for
trading and financial liabilities designated
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upon initial recognition as at fair value
through profit or loss.

Financial liabilities are classified as held for
trading if they are incurred for the purpose of
repurchasing in the near term. This category
also includes derivative financial instruments
entered into by the Group that are not
designated as hedging instruments in hedge
relationships as defined by IFRS 9. Separated
embedded derivatives are also classified as
heid for trading unless they are designated as
effective hedging instruments.

Gains or losses on liabilities held for trading
are recognised in the statement of profit ar
loss.

Financial liabilities designated upon initial
recognition at fair value through profit or loss
are designated at the initial date of
recognition, and only if the criteria in IFRS 9
are satisfied. The Group has not designated
any financial liability as at fair value through
profit or loss.

Loans and borrowings

This is the category most relevant to the
Group. After initial recognition, interest-
bearing loans and borrowings are
subsequently measured at amortised cost.
Gains and losses are recognised in profit or
loss when the liabilities are derecognised as
well as through the EIR amortisation process.

Amortised cost is calculated by taking into
account any discount or premium on
acquisition and fees or costs that are an
integral part of the EIR. The EIR amortisation is
included as finance costs in the statement of
profit cr loss.

This category generally applies to interest-
bearing loans and borrowings. For mare
information, refer to Note 15.

Derecognition

A financial liability is derecognised when the
obligation under the liability is discharged or

cancelled or expires. When an existing
financial liability is replaced by another from
the same lender on substantially different
terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is treated as the derecognition of
the original liability and the recognition of a
new liability. The difference in the respective
carrying amounts is recognised in the
statement of profit or loss.

Derivative financial instruments and hedge
accounting

Initial recognition and subsequent
measurement

The Group uses derivative financial
instruments, such as forward currency
contracts, fuel contracts and interest rate
swaps to hedge its foreign currency risks,
interest rate risks and to reduce exposure to
volatile and potentially rising fuel costs. Such
derivative financial instruments are initially
recognised at fair value on the date on which
a derivative contract is entered into and are
subsequently remeasured at fair value.
Derivatives are carried as financial assets
when the fair value is positive and as financial
liabilities when the fair value is negative.

For the purpose of hedge accounting, hedges
are classified as:

- Fair value hedges when hedging the
exposure to changes in the fair value
of a recognised asset or liability or an
unrecognised firm commitment

- Cash flow hedges when hedging the
exposure to variability in cash flows
that is either attributable to a
particufar risk associated with a
recognised asset or liability or a highly
probable forecast transaction or the
foreign currency risk in an
unrecognised firm commitment

As per 31 December 2018 all the Group
hedges are classified as cash flow hadges.
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At the inception of a hedge relationship, the
Group formally designates and documents the
hedge relationship to which it wishes to apply
hedge accounting and the risk management
objective and strategy for undertaking the
hedge.

Before 1 January 2018, the documentation
includes identification of the hedging
instrument, the hedged item or transaction,
the nature of the risk being hedged and how
the Group will assess the effectiveness of
changes in the hedging instrument’s fair value
in offsetting the exposure to changes in the
hedged item’s fair value or cash flows
attributable to the hedged risk. Such hedges
are expected to be highly effective in
achieving offsetting changes in fair value or
cash flows and are assessed on an ongoing
basis to determine that they actually have
been highly effective throughout the financial
reporting periods for which they were
designated.

Beginning 1 January 2018, the documentation
includes identification of the hedging
instrument, the hedged item, the nature of
the risk being hedged and how the Group will
assess whether the hedging relationship
meets the hedge effectiveness requirements
(including the analysis of sources of hedge
ineffectiveness and how the hedge ratio is
determined). A hedging relationship qualifies
for hedge accounting if it meets all of the
following effectiveness requirements:

- There s ‘an economic relationship’
between the hedged item and the
hedging instrument.

- The effect of credit risk does not
‘dominate the value changes’ that
result from that economic
relationship.

- The hedge ratio of the hedging
relationship is the same as that
resulting from the quantity of the
hedged item that the Group actually
hedges and the quantity of the
hedging instrument that the Group
actually uses to hedge that quantity of
hedged item.The effective portion of
the gain or loss on the hedging

instrument is recognized directly as
other comprehensive income in the
cash flow hedge reserve, while any
ineffective portion is recognized
immediately in profit and loss.

Amounts recognized as other comprehensive
income are transferred to profit and loss when
the hedged transaction affects profit and loss,
such as when the hedged financial income or
expense is recognized or when a forecast
transaction occurs.

Derivative financial instruments that are
designated as, and are effective hedging
instruments are separated into a current and
non-current portion consistent with the
classification of the underlying item.

INVENTORIES

Inventories consist mainly of lubricant oil and
are recognized at cost in accordance with the
first in — first out method (FIFQ). Inventories
are valued at the lower of cost and net
realizable value. impairment losses are
recognized if the net realizable value is lower
than the cost price.

CASH AND CASH EQUIVALENTS

Cash includes cash in hand, bank deposits and
other highly liquid investments with original
maturities of three months or less.

EQUITY

Transaction costs related to an equity
transaction are recognized directly in equity,
net of tax.

DIVIDENDS

Dividend payments are recognized as a
liability in the Group’s financial statements
from the date when the dividend is approved
by the general meeting,
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PROVISIONS

A provision is recognized when the Group has
a present chligation (legal and constructive) as
a result of a past event, it is probable that the
Group will be required 1o settle the obligation
and a reliable estimate can be made of the
amount. Provisions usually relate to legal
claims.

Provisions for loss-making contracts are
recognized when the Group’s estimated
revenues from a contract are lower than
unavoidable costs which were incurred to
meet the obligations pursuant to the contract
{ref description of onerous contracts in
section “Significant estimates and
assumptions”).

RELATED PARTIES

Parties are related if one party has the ability,
directly or indirectly, to control the other
party ar exercise significant influence over the
party in making financial and operating
decisions. Parties are also related if they are
subject to common control or common
significant influence. Related parties
transactions are recorded to estimated fair
value. Transactions with related parties are
disclosed in note 21.

EVENTS AFTER BALANCE SHEET DATE

New information on the Group's financial
position at the balance sheet date is taken
into account in the annual financial
statements. Subsequent events that do not
affect the Group’s position at the balance
sheet date, but which will affect the Group’s
position in the future, are disclosed if
significant.

CLASSIFICATION OF ITEMS IN THE BALANCE
SHEET

Current assets and short-term liabilities
include items due less than one year from the
balance sheet date, as well as items due more

than one year from the balance sheet date,
that are related to the operating cycle.

Liabilities with maturity less than one year
from the balance sheet date are classified as
current. All other debt is classified as long-
term debt. The first year's repayment of long-
term debt is classified as current.

CASH FLOW STATEMENTS

The cash flow statements are based on the
indirect method.

STANDARDS, AMENDMENTS AND
INTERPRETATIONS

The financial statements have been prepared
based on standards, amendments and
interpretations effective for 2018.

IFRS 15 Revenue from Contracts with
Customers

The adoption of IFRS 15 has resulted in a
change of method in recognizing revenue
from voyage charters, whereby the method of
determining the proportional performance
has changed from discharge-to-discharge to
load-to-discharge. As KCC Chartering AS was
acquired as a subsidiary at end March 2018
the Group’s results are not affected by first
time adoption of the new standard (see
further information above included in section
for revenue recognition). IFRS 15 was
implemented using the modified retrospective
approach but due to reasons above did not
have any impact on equity as per 1 January
2018.

The change in revenue recognition further
resulted in USD 0.4 million less in revenue
recognized end December 2018 compared to
what would have been recognized for the
period if the previous recognition principle
had been applied. The Group has concluded
that the performance obligation under a
voyage charter is satisfied over time, and
begins from the point at which cargo is loaded
until the point at which a cargo is discharged
at the destination port. While this represents
a change in the period aver which revenue is
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recognised, the total voyage result recognised Other changes in IFRS mandatory from 1
over all periods would not change. January 2019 are not expected to have a
material impact on the Group.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments became effective

on 1 January 2018. It replaces the guidance in

IAS 39 that relates to the classification and

measurement of financial instruments. IFRS 9

addresses the classification, measurement and

derecognition of financial assets and financial

liabilities, introduces new rules for hedge

accounting and addresses accounting for

accounts receivable and losses. The

accounting treatment on existing hedges will

not have a material impact to the Group. The

accounting documentation of hedges will be

impacted and the group has updated the

documentation accordingly.

Other changes to IFRS applicable from 1
January 2018 did not have an impact on the
Group.

IASB has issued the following
standards/amendments to the following
standards that are not yet effective which may
have an impact on these financial statements:

- IFRS 16 Leases (effective date 1 January
2019)

IFRS 16 does not change substantially how a
lessor accounts for lease. The main difference
mainly relates to the accounts of the lessee.
Given today’s business, the new standard is
not expected to have a material impact on the
Group as the Group has used the practical
expedient not to include lease agreements
less than 12 months in the balance sheet. The
Group does not have any lease agreements of
more than 12 months today and therefore
concludes that implementation will not have
any material effect.

The Group has not early adopted the
mandatory standards, amendments and
interpretations to existing standards that have
been published, and are relevant to the
Group’s annual accounting periods beginning
on 1 January 2019 or later periods.
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Note 2 - Business combinations

Acquisition of KCC Chartering AS

KCC Chartering AS (KCCC) was purchased from Rederiaksjeselskapet Torvald Klaveness by Klaveness Combination
Carriers AS (subsidiary of KSH) on March 23, 2018. The purchase price was USD 30 543. KCCC is a chartering company
with the cabu vessels owned by the Group as the only employed vessels, and the primary reason for the acquisition
is to consolidate all combination carrier activities in Klaveness Combination Carriers AS. Total result in KCCC is
distributed to the vessel owners as hire (presented as charter hire revenue in Income Statement}, and the Company's
balance sheet mainly consist of working capital. The acquisition has been accounted for using the acquisition
method. In the acquisition evaluation, there was not identified any material difference between fair value and book
value, and thus allocated value is equal to book value. Refer table below.

The consalidated financial statements of Klaveness Ship Holding AS include the results of KCC Chartering AS from
March 23, 2018. This represent a material change in the freight revenues, voyage expenses, inventories, trade
receivables and trade payables, although with limited impact on net result. From the date of the acquisition, KCCC
has contributed USD 87.8 million of revenue and USD 46.7 million in voyage expenses. The net profit from KCCC as
per December 31, 2018 is zero. If the acquisition had taken place at the beginning of the period, contribution from
KCCC would be USD 114.4 million in revenue, USD 60.1 million in voyage expenses and net result zero.

(USD'000) .o T e _Fair value recognised an acquisition- . .

Assets

Cash 893
Trade receivables and other receivables 5526
Inventories 5627
Deferred tax assets 16
Total assets 12 062
Liabilities

Trade payables 12030
Total liabilities 12 030
Total identifiable net assets at fair value 31
Net cash acquired with the subsidiary 893
Cash paid (31)
Net cash flow on acquisition 862
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Note 3 - Segment reporting

The operating segments are reported In 3 manner consistent with the imtemal financial reporting provided to the executive management {chief
operating decision-maker).

The financlal reporting is divided into the following operating segments:
- Combination Carriers

- Container vessels

- Other/zdministration

All segments have warldwide activitles. The Group does not cansider the domicile of its customers as a relevant decision making guideline and
hence does not consider it meaningful to allocate vessels and rajated income tu specific geographisal locativns.

Combination Carriers are spesizlized vessels. The CABU and the CLEANBU vessels are considered to be vessels with similer characteristics and wili
be operated to optimize the fleet as a whole. Based an the nature of the vessels, processes and type of custamers it has been concluded that the
combination carriers represent one segment. The first CLEANBU vessel was defivered in January 2019,

The Container vessels are standard vessels which are operated on short term time-charter {TC) agraements, The Group owns eight container
vessels (1,700-3,200 TEU).

The remaining of the Group's activities are shown in the “ether/administration” cefumnn, The Group's administration costs and other shared costs
have been sliocated 1o segmends. Transfer prices between operaling segments are on arm's length basis in 2 manner similar 1o transactions with
third parties.

Infarmation regarding the Group's reportable segments is presented below. Interest income and interest expanse have nat heen allocated to
segments, as the financing is managed on a Group basis.

Income staternent by sagmants 1 lanuery- 31 Dacember 2018

Lo
:
Freight revenue B4 284 - . 84 284
Charter hire revenue 37 540 29028 - 46568
Total rovenue, vessels 101334 28028 - 130852
Voyage eapenses {45 431} - - 185 431}
Notrevenues from operations of vessats 34393 29928 - 85421
Operating expanses, vessels {21 598) {16 330} (1379) {39 308)
Group administrative services {3618) [2 825) 1147 {5 396)
Qrdinary depreciation {16 840) (4 215) . {21 655)
Reversel impalrment E 5 bon . 5000
Tonnage tax {119) [61) - {180)
Othgr onerating and adm expenses 1300} ) 14%) L
Yoty! operating expoenses (82475) {19138} 31 {6199y
Operating prefifsIT 139587 989 #3m 23430
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Note 3 - Segment reporting (cont.)

Staterment of Financiz! Pasition by segments at 35 December 2018

ASSETS

Vessels 167 037 114 455 - 281533
Newbuilding cantracts 5% 877 - - 539 877
Financial assats 1860 - 1860
Other nan-current assets - .
Total nan-current assets 228776 114 495 - 343 270
Cash B8 263 4318 980 94 060
Current assefs. 16831 3t : 20538
Tortad current pssats 108 074 2540 280 134592
TOTAL ASSETS 333850 123034 SBD 457 363
EQUITY AND LIABIUITIES

Jot equity 178 0BG 103170 {14 684) 266 573
Interest bearing debt 95 746 17512 . 113 258
Bond loans 34 217 - . 34217
Financial Hahifities 1368 - 16477 X7 845
Totad non-current tabiiftiss 131 331 17512 16477 165 320
Short-term interest bearing debt 14 372 - 14372
Other cucrent liabilities 9205 2352 a3 11600
Total current llabllities 23 577 2352 a3 25971
TOQTAL EQUITY AND LIAGILITIES 333850 123038 980 457 B63
Capikal expenditure Vessels (2817) 12 220} - 6037)
Capital expenditure newbuildings {22 126) E . {22 126)
Cash from oparation 27 820 6485 1277 34028

Cash fram operation is reported excluding capital expenditures on newbuildings and acquisition of second
hand vessels, as this s considered not part of narmal operatian, and including minority interests,

Encorne statement by segmants 1 lanvery- 31 Decomber 2017

CarnbingHan o Uants)ne:

AP e s L aghriing

Tipersting mvenut, yessels 46235 22 880 13 69127
Tota! operpting revenue 46235 22880 i3 69127
Operating expenses, vessels {21199) {18077 £k} 39 289)
Ordinary depreciztion {16 867) {5 014} . (21881)
Tonnage tax (104) {73) - 177
Cibor eperating ond gdm mxpenues, £k 324} 1337 (347} {38073
Tt oparnting papenses {33304} {24 332) {368) {64 394)
Operating profy/E8IT 6731 (1611 (387} 4718

Statement of Financlat Position by segrents 8t X1 Becember 2017

Cfombisinn tainer Qrher/ Toral
Earrtees CepsERly Tl E L Egnseiioated

ASSETS

Vessels 172735 111083 - 20 874
Newbuilding contracts 37751 . EXNETY
Financial assets 912 44 - 957
_Dther non.cutsent assets : . 3182 3182
Tenal non-clercent assets 218 249 1311133 3182 332 T84
Cash 50877 3085 1587 55 648
Lagnont assely w2 3379 5 12 306
Tetal cytrent assets B 093 6254 1592 £ 9ha
TOTAL ASSETS 278 547 117 3% ATT4 201718
EQUITY AND LIABILITIES

Tootsd eiguity 158 938 W0 E4Z {4542} 113158
irterest bearling debt 94 765 14 340 . 109 105
Bond loans - 35973 35973
Financial liabilities 1509 - 14 £35 16 404
Dofared tax 52 52
Total noa-current Hiabifities 56333 14 340 3 865 161 541
Short-term intarest bearing debt 20 549 - 20 543
Ciher corrent Labi 3728 Z435 I8 8471
Total cureenat Habll 24 X7 Za15 38 2Zmy
TOTAL EQUITY AND LIABILITIES 279547 117396 4774 401718
Capital expenditure Vessels {3371) - - (3371)
Capita| expenditure newbuildings {40 188) - - {20 188)
Cash from operation 20228 3402 (347) 23283

Cash from operation is reported excluding cepital expenditures on newbuildings and acquisition of second hand vessels, as this Is considered not
part of normal eperation, and including minority interests
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Note 4 - Revenue from contracts with customers

Disaggregated revenue information
The Group has income from COA contracts {1-3 years), spot voyages and TC trips. Set out below is the disaggregation of

the Group's revenue from contracts with customers:

Revenuetypes (USD'000) e e L Classification s

Revenue from COA contracts Freight revenue 73048 -
Revenue from spot voyages Freight revenue 11 237 -
Revenue from TC contracts (Klaveness Container) Charter hire revenue 33315 22894
Revenue from TC contracts (KCC Chartering) Charter hire revenue 13253 46 233
Total revenue, vessels 130 852 69127

The Group had three customers in 2018 that represented more than ten percent of operating revenue in the Group
(USD 17.7 million, USD 10.7 million, USD 10.0 million respectively).

Cantract balances

Trade receivales fro chrteres T S S . 7218 185

Contract assets 1962 162
Contract liabilities 3891 27

Contract balances relates mainly to the chartering company KCC Chartering AS which was included in the Group as
from end March 2018 (note 2). Contract assets is accrued income related to ongoing voyages (revenue recognised from
load-to-discharge). Contract liabilities is prepaid revenue from customers.

Performance obligations

IFRS 15 also requires the Group for each cantract with a customer, to identify the perfarmance obligations, determine
the transaction price, allocate the transaction price to performance obligations to the extent that the contract covers
more than cne performance obligation, determine whether revenue should be recognised over time or at & point in
time and recognise revenue when or as performance obligations are recognised. The Groups' voyage charters and TC
contracts qualify for recognition over time. The nature of the Group’s revenues from TC contracts with its customers is
categorised in two groups, the leasing element of the vessel and the service element related to the leased vessel.

For dry bulk cargo lifted, payment is generally due within 10 days after the cargo is loaded, while payment for wet
cargo is due immediately upan discharge.
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Note 5 - Voyage expenses and operating expenses

Freight expenses 13 390 -

T/C-hire 1537 -
Voyage expenses 31721 -
Fuel hedge settlement {1408) -
Various expenses 192 -
Total voyage costs, vessels 45 431 -

Voyage costs occur from end March 2018 which is the date the Group acquired 100 % of the shares in KCC
Chartering AS.

Technical expenses S . . . 13 452 12 810

Crew costs 17 569 17 009
Insurance 2796 2963
Crewing agency fee to Klaveness Ship Management AS 1336 1190
Ship management fee to Klaveness Ship Management AS 3474 3247
IT fee ta Klaveness Ship Managment AS 148 152
Commission fee 728 775
Other operating expenses {195) 1143
Total operating expenses 39 308 39 289

Costs related to technical management, maintenance and crewing services are recognised as operating
expenses. Technical expenses are costs related to spare parts, consumables, cargo handling, power supply,
navigation and communication. Crew costs include sea personnel expenses such as wages, social costs,
travel expenses and training.

UsD.'000 L =

Commercial management fee to Klaveness AS 2006 2308
Accaunting fee and other administrative fees to Klaveness AS 3088 474
Project management fee to Klaveness AS 107 -
Travel expenses reinvoiced from Klaveness AS 195 -
Group administrative services 5 396 2778
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Note 6 - Other operating and administrative expenses

The Group has no employees and has thus nc wage expenses or pension liabilities. Services including
management, technical, commercial and crewing are acquired from other companies within
Rederiaksjeselskapet Torvald Kiaveness (RASTK), see note 23. The managing director and members of the
Board of Directors are employees of other companies within RASTK. No special remuneration has been paid
to the various members of the Board of Directors, as such positions of office are a part of their regular
employment.

Remuneration to the auditor

: A ; o : . e 2018 - - 2017
Statutory audit 102 109
Other assurance services 153 25
Total remuneration to the auditor 255 134

Auditor's fees are stated excluding VAT,
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Note 7 - Finance income and finance costs

Otherintersﬁncome ' ) ' ' T ) 1046 ) 591

Fair value changes interest rate swaps (note 13} - 3718
Gain / (loss) on foreign exchange 1811 -
Total finance income 2 857 4308

usD'000

Interest paid to related parties - -

Interest expenses mortgage debt 6545 6110
Interest expenses bond loan 3722 3882
Fair value changes interest rate swaps (note 13) 445 -

Other financial expenses 857 977
Gain / (loss) on foreign exchange - 1649
Total finance costs 11 570 12 618

Interest expenses of USD 0.9 million is capitalized as barrowing casts on newbuildings in 2018
{2017: USD 1.3 million). Refer to note 17 and naote 18 for further disclosures of the Group's debt.
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Note 8 - Taxes

Tonnage tax

Companies subject to tonnage tax regimes are exempt from crdinary tax on their shipping ihncome. All the
Norwegian shipowning companies within the Group are subject to tonnage taxation. The subsidiary Klaveness
Bullc AS exited tonnage taxation in 2016 after the sale of its qualifying asset. The companies within the tonnage
tax system pay a tonnage fee based on the size of the vessels. The fee is recognized as an operating expense.
Financial income is taxed according to the Norwegian tonnage tax regime, however only a portion of the interest
cost and net currency expenses are deductible.

Ordinary taxation

The ordinary rate of corparation tax in Norway is 23 % for 2018 (2017 24 %). Subsidiaries outside of Norway are
governed by the tax laws and tax rates in the local jurisdiction (Klaveness Cement Logistics AB subject to tax rate
of 22 % in Sweden), Tax expenses outside Norway are nat material.

Some companies in the Group are subject to taxation in Norway based on controlled foreign company (CFC) rules
where tax is charged at the investor level. All of these companies are subject to the Norwegian tonnage tax

uso'aao

Income taxes for the year

Income taxes payable 0 6
Change in deferred tax 1789 {328)
write-down of deferred tax 1392 4715
Tax adjustments previous years - -

Total tax expense / income (-) reported in the income statement 318t 4393
Tax on net [gain)/loss on revaluation of cash flow hedges - 1320
Deferred tax charged to OCI - 1320

usD ‘000 R S I - 2018 e : 2017

Tax payable ) . e L incomer . TaweHect. | lncome Tax effect

Profit / loss (-} befare taxes, incl QCI 14718 3385 {3 656) (877}
Income from shipping activity, tonnage tax system (25 147) (5784) {4 654) (1117}
Change in temporary differences 6217 1430 2251 540
Permanent differences 2353 541 4029 967
Change in tax losses carried forward (8 866) {2 039) 5630 1351
Exchange rate differences 10725 2467 {3576) (858)
Tax payable in the balance sheet i} 0 24,51 6
Effective tax rate 0% 0%
Tonnage tax (included in operating profit) 123 177
Total tax payable in the balance sheet 123 183

usD '000 T ’ B Temporary 2018 Temporary 2017
Temporary differences = ordinairy taxation: ..o Lo difference Tax offect - difference. Tax effect
Unrealised gain/lass CCIRS

Temporary differences (9713) {2137} {15 930) (3 664)
Tax losses carried forward (17 592) {3 870) {26 458) {6 085)
Deferred tax asset not recognised in the balance sheet 27 304 6007 28552 6567
Net temporary differences - deferred tax liability/asset (-) * (0) (0) (13 836) (3 181)
Deferred tax liability/{asset) - - 258 59

* Deffered tax asset is recognised to the ectent that temporary differences are expected to be reversed in the foreseeable future.
The company has chosen not to record the deffered tax assets of USD 6.0 million (2017: 6.6 million)
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Note 9 - Vessels

2018

- i . ER :Combination B
Vessels ... .. ’ SO e e oo cariers c . Contaimer.. - Total véssels®,

Cost prce 1.1 323 185 254319 577 504
Additions (mainly upgrading and docking of vessels) 1574 3220 4794
Adjustment acquisition value newbuildings delivered 2518 - 2518
Costprice 31.12 327 277 257 539 584 B17
Acc. Depreciation 1.1 143 400 31543 174 943
Depreciation for the year 16 840 4814 21655
Reclass/disposal - - -
Acc. depreciation losses 31.12 160 240 36 357 196 597
Acc. impairment losses 1.1 - 111 688 111 688
Reversal of impairment B {5 000) {5 000)
Disposal - - -
Acc. impairment losses 31.12 “ 106 688 106 688
Carrying amouats 31.12.2018 167 037 114 495 281533
No. of vessels 9 8

Useful life 20 25

Depreciation schedule Straight-line Straight-line

*) carrying value of vessels includes dry-docking

2017

: i : S S : .Combination’ : FE S
Vasselg o oo e T e T EaReTs . U Container L Total vessels®

Cost price 1.1 288 498 254 319 542 817
Delivery of newbuildings 34431 - 34431
Additions (mainly upgrading and docking of vessels) 3371 B 3371
Disposals (3 114) - (3114)
Costprice 31.12 323185 254 319 577504
Acc. Depreciation 1.1 129 647 26 529 156 176
Depreciation for the year 16 868 5014 21881
Reclass/disposal (3 114) - (3 114)
Acc. depreciation losses 31.12 143 400 31 543 174943
Acc. impairment losses 1.1 B 111 688 111 688
Impairment for the year - - -
Acc. impairment losses 31.12 - 111 688 111 688
Carrying amounts 31.12.2017 179 785 111089 290 874
No. of vessels 9 8

Useful life 20 25

Depreciation schedule Straight-line Straight-line

*) carrying value of vessels includes dry-docking
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Note 9 - Vessels (cont.)

Pledged vessels
All owned vessels are pledged to secure the various loan facilities (refer to note 17 for further information).

Hold back agreement

When MV Ballard was delivered {May 2017}, an amount of USD 4.0 million was witheld from the delivery installment. The
yard was obligated to complete pending items related to the sister vessels MV Ballard, MV Balboa and MV Baffin due to
vibration issues. All three new CABU vessels have finished the upgrades. In April 2018, a settlement agreement with the
yard was reached. All costs related to the upgrade were covered by the hold back agreement. Total settled armount with
the yard amounts to USD 3.4 million, of which USD 0.9 million was capitalised as vessels in 2017 and remaining USD 2.5
million was capitalised as vessel in 2018. Lost earnings and bunker consumption during offhire was compensated as part of
the settlement agreement. An amount of USD 1.4 million in total was recognised as revenue included in total revenue
vessels; USD 0.6 million in 2017 and USD 0.7 million in 2018.

Impairment assessment

Container vessels

The analysts are mostly positive for the market outlock in the container market. However, uncertainties in the global
economy and upcoming regulations for the industry {IMO 2020) creates mixed expectations around future freight rates.

The Group performed an impairment test to see if prior years impairment losses can be reversed. Recoverable amount was
based on the highest of estimated value in use and fair value less cost of sale. Fair value less cost of sale was based on
average broker values, Broker values have recovered since year end 2017, and long-term TC freight rates from brokers used
as input to the cash flow projections have increased from last year's predictions. Conseguently, the impairment test shows
a headroom from value in use to the carrying amount. Calculated value in use is above book value and/or within range of
max and min broker value for all eight vessels.

The Group made no impairments or reversals for the six 2,500 TEU vessels as the spread between book values and
minimum brokers’ values is acceptable. Prior years’ impairment for Baro and Barry have been reversed ta reflect the
minimum brokers’ value, due to a high spread between book value and minimum brokers’ value. The reversal of
impairment was USD 2,15 million for Baro and USD 2.85 million for Barry, a total of USD 5.0 million as per 31 December
2018.

Combination carriers

As per December 31, 2018, no impairment indicators are identified as the development in the underlying markets have
strengthened. Further, the private placement of common shares in Klaveness Combination Carriers AS {subsidiary)
described in changes in equity at subscription price above book value of equity supports the evaluation of no impairment
indicators.

The below summarizes the total impairment cost/reversal:

Impairment loss {-)/ reversal 2018 2017
impairment of vessels 5000 -
Total impairment loss (-) / reversal 5000 -
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Note 10 - Newbuildings

The Group has six combination carrier newbuildings on order at Jiangsu New Yangzi Shipbuilding Co., Ltd in China with delivery
scheduled n 2019 and 2020. The contracts include options for further vessels. The first vessel, MV Baru, was delivered 10
January 2019.

The Group has secured financing for the first three newbuildings. The owner, KCC Shipowning AS, is the borrower and the
expected drawdown is USD 31 million per newbuilding. The loans mature in December 2023. A loan agreement for financing of
two of the three CLEANBU vessels with delivery in 2020 was signed in March 2019.

The following tables present the Group's investment in newbuildings as at 31 December 2018 and at 31 December 2017,
respectively:

{USD '000) : . : . . . e I

Cost 1.1 37751 31995

Borrowing cost 867 1254

Yard installments paid 19151 37281

Other capitalized cost 2108 1653

Delivery of newhuilings - (34 431)
Net carrying amount 31.12 59 877 37 751

Capital commitments
The yard installment commitments related to the six newbuildings are set out below.

Remaining installments at 31 December 2018

(USDUO00) o o . 2020
Combination carriers 120 240 102 300 222 54

Total commitments newbuildings 120 240 102 300 222 540
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Nate 11 - Receivables

usD'noD

Receivables from related parties 2018 2017
Klaveness Ship Management AS 9 98
KCC Chartering AS - 7461
Klaveness AS 100 -

AS Klaveness Chartering 494 -
Receivables from related parties 603 7 559
UsD'000

Other short-term receivables 2018 2017
Accrued income 1962 162
Accrued interest income 16 -
Claims 595 -
Other short-term receivables 412 2828
Other short-term receivables 2 986 2990

Accounts receivable comprise all items that fall due for payment within one year after the balance sheet date. For
dry bulk cargo lifted, payment is generally due within 10 days after the cargo is loaded, while payment for wet
cargo is due immediately upon discharge. Trade receivables are non-interest bearing. Trade receivables and other
current assets relates mainly to the chartering campany KCC Chartering AS which was included in the Group as
from end March 2018.

Claims consisting of insurance claims for incidents and is expected to be settled within next year.

20.08.2020 ki 04:02 Brgnngysundregistrene

Side 48 av 92



== Brgnngysundregistrene Arsregnskap regnskapsaret 2018 for 988306428

Note 12 - Cash and cash equivalents

The Group has bank depacsits in the fallowing currencies:

UsD'000 2018 2017
Bank deposits, NOK 1327 855
Bank deposits, USD 92303 54 365
Bank deposits, SEK (restricted) 80 87
Cash 350 340
Total cash and cash equivalents 94 060 55 648
The equivalent of USD 0.08 million is restricted per year end (2017: USD 0.1 million).
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Note 13 - Financial assets and liabilities

To reduce currency and interest rate risk, the Group has entered into interest rate swap {IRS) and cross currency
interest rate swap (CCIRS) agreements.

The Group holds IRSs that qualify for hedge accounting which reduce interest risk for loans financing the vessels.
These instruments have combined notional value of USD 28.5 million and duration until 2022. Interest rate
swaps qualifying for hedge accounting are recognised at fair value with changes through other comprehensive
income.

The Group has also entered into bunker fuel swaps and forward freight agreements {FFA) that qualify for hedge
accounting. The Group use bunker fuel swaps to hedge a portion of its fleating bunkers cost to a fixed cost for
bunkers to reduce the Group’s exposure to changes in bunkers prices. Similarly, the Group can use FFAs to fix
freight rates in a future period to reduce its exposure to the dry bulk freight market {via open capacity and index
linked COA commitments}. As of 31 December 2018 the Group has entered into a currency hedge hedging a
minor share of AUD denominated port costs.

The cross currency interest rate swap (CCIRS) agreements reduce currency and interest rate risk for the bond
loan, however the instruments do not qualify for hedge acounting. The CCIRSs are recognised at fair value with
changes through profit and loss. Book value of these are negative by USD 16.5 million as of 31 December 2018
{2017: negative USD 14.9 million).

Non-current financial assets at 31 December

Financial instruments at fair vaiue through OC!

Interest rate swaps 322 131
Forward freight agreements 970 -
Financial instruments at fair value through P&L

Interest rate swaps 1032 825
Financial assets 2324 957

Neon-current financial liabilities at 31 December

Fnanciol instruments at fair value through OI

Interest rate swaps - 167
FX hedge (AUD/USD) 38 -
Fuel hedge 918 -
Financial instruments at fair value through P&L

Cross currency interest rate swap 16 477 14 895
Interest rate swaps 412 1342
Financial liabilities 17 845 16 404
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Klaveness Combination Carriers AS
Consolidated interim financial statements
31 December 2018
Note 14 - Inventories

usD'000 2018 2017
Bunkers 5820 -
Lubail 1213 1215
Inventories 7038 1215

Inventories relates to bunkers and luboil on board vessels. Bunkers relates to the chartering company KCC
Chartering AS which was included in the Group from 23 March 2018.
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Note 15 - Financial Risk Management

Copital management

The Group intends to maintain an efficient capital structure, provide financial ability to execute an the strategy and
ensure the Group has sufficient liquidity to meet liabilities and commitments as they fall due. Targets have been defined
far equity ratio and minimum liquidity. The equity ratio as of 31 December 2018 was 59 % (2017: 52 %) and cash was
USD 94.1 million. The Group's covenants are described in note 17.

The capital structure and dividend payments are considered in view of debt service ability, capital commitments and
expectations af future cash flows. Available cash, loan covenants and the balance sheet composition is manitored to
make sure that the company has the necessary financial strength to continue as a gaing concern,

The Group aims {0 spend free cash flows as follows:

- Repayment of net interest-bearing debt

- Distribution to the Group's shareholders by means of dividends.
- Investments in developing new and existing business.

The main prierity of maintaining a strong financial position is 1o securs the ongoing business activity of the Group, the
ability to do new business and to ensure access to funding at favourable terms. The Group's capital structure consists of
mortgage debt (note 17), bond loan listed at Nordic ABM (note 18) interest bearing debt to related parties {note 23),
cash and cash equivalents and equity attributable to the shareholders.

Financial risk

The Group is exposed to operational risk, market risk including but not limited to freight rates and vessel values,
currency {FX) and interest rate (IR) risks, credit/counterparty risk and liquidity risk. The Group's executive management
oversees the managemant of these risks, and is supporied by a risk management department and a treasury
department that provide risk advisory and maintain an appropriate financial risk gavernance framework for the Group.
The risk department provides assurance 1o the executive management that the Group's financial risk activities are
governed by appropriate policies and procedures and that financial risks are identified, measured and managed in
accordance with the Group's policies and risk abjectives. The Board of Directors reviews and agrees policies for
managing each of these risks, which are summarised below.

QOperationat risk

Qperational risks are mainly related to the operation of vessels. The Group's vessels are op technical management to
Klaveness Ship Management AS (affiliated company) which ensures compliance with IMO, flag and port state
regulations, Quality and safety audits are performed regularly and the crew and officers onboard are trained to ensure
that regulatory requirements are met.

QOperational risk is managed through quality assurance procedures and systematic training of seafarers and land based
employees. All vessels sailing through piracy exposed areas take necessary steps to mitigate the threat of such attacks.
Operational risk is also covered by insurance where relevant to cover loss of assets, revenues and contract
commitments. The vessels are insured for loss of hire, protection and indemnity {P&I) and complete {ass (Hull and
Machinany}. The latter is aligned with vessel values and loan agreements. The financial impact of a total loss of a vessel
will not be material for the Group.

Market risk

Ownership of vessels involves risks related to vessel values, future vessel employment, freight rates and costs. Qver
time, vessel values may fluctuate, which may result in an impairment of the book value of the Group's vessels. These
risks are to sume extent managed through contracts of affreightment covering a large part of the Group's flest capacity
for the nearby year and covering part of the exposure for the next 1-2 years,

A significant expense for transport at sea is bunkers. The price of fuel is unpredictable and fluctuates based on events
outside the Group's control, including geapelitical developments, supply and demand for oil and gas, actions of OPEC
and other energy producers, war and unrest in oil producing countries and regions, regional production patterns and
environmental concerns, To reduce the risk of fluctuations in bunker fuel prices, the Group may decide to hedge the
bunker price exposure by the use of bunker fuel swaps or options to hedge the inherent fuel oil exposure in its freight
contracts or include bunker adjustment factors (BAF} in the contracts.

Year to date, the following bunkers quantities have been hedged {approx 10 % of estimated yearly bunkers

2019
Average
Quantity price
SPQ380 FOSS
RDM35FOSS 5340 368
LS MGO 1450 691
Total 12040
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Mote 15 - Financial Risk Management {cont.}

Foreign currency risk and interest rate risk

The Group's revenue and costs are denominated primarily in US Dollar {USD) which is the functional currency of all
significant entities in the Group. Fluctuations in USD against NOK may affect the company's tax payable, which will be
calculated and paid in NOK, This effect iz considered to be limited. The Group has hedged 2 portion of port costs in AUD.

The Group has leng term interest bearing debt that is exposed to floating interest rate. Long term morigage debt bear

interest at LIBOR plus an applicable margin. In order to hedge the risk, the company has entered into interest rate

swaps. At 31 December 2018, 26 % of the floating interest loans are hedged. Included swaps booked as speculative

instrurments the ratio is 89 %. The Group evaluates on an ongoing basis the need to adjust interest rate exposure,

The table below shows estimated changes in profit hefore tax for the Group from changes in interest rates in 2018 and
2017, with all other variables held constant. The changes are estimated based on given capital structure as of year-end.,

€ i interest fate

USD UBOR +1,00% 202
+0,5% 101
-0,50% {101)
-1,00% {202)

Counterparty/credit risk

The performance of the Group depends on its counterparties’ ability to perform their obligations under agreed

599
299
(299)
(599)

contracts, a continued client need for the services performed by the combination carriers and KCC's ahility to renew
contracts with these clients. Defauit by a counterparty of its obligations under, mainly carge customers (CoA's), may
have material adverse consequences on the contract portfolio earnings. The counterparty's financial strength will thus
be very important. The Group recognizes claims to the extent the Group has legal right to insurance coverage. As such,
default by an insurance institution may have material financial conseguences.

The Group has six newbuildings on order. Risk of delays and failure of the yard to deliver exists. Tier one Chinese banks

have provided refund guarantees. Further, the Group is exposed to credit risk through its deposits. Deposits are

currently made with investment grade financial institutions with A rating or higher from public rating agency.

Total unrisked credi risk at year-end 2018 amounts USD 101.3 mitlion {book value of receivables and bank deposits).

Eigpueidity risk

Liquidity risk is the risk that the Group may not be able to fulfill its liabilities when they fall due.

The Group has capital commitments relating to borrawings and newhuildings. Liquidity risk is managed by the Group’s

treasury department. The Group keeps its liquidity reserves mainly in cash and bank deposits. The liquidity risk is

considered to be limited as the deposits, committed bank debt and estimated cash flow are considered sufficient for zll

oeeds in the farseeable future. The Group's bank financing and bonds are subject to financial and non-financiat

covenant clauses.The table below illustrates the timing and magnitude of the Group's financial liabilities.

Maturity profile of financial liabilitles at 31 December 2018

The table below summarises the maturity profile of the Group's financial tiabilities based on contractual undiscounted
payments. Interest bearing debt and bond loan includes interest paymeants.

Maturity profite financisl habititiesat 31 De¢ 2018 <1 year 1:years. 3.5 years > 5 ysars Total
Mortgage debt (incl interests} 20395 57 606 100 781 - 178781
Bond loan {incl interesis) 2346 37 786 - - 40133
Other interest bearing liabilities 2172 - - - 2172
Accounts payable 4032 - - - 4032
Current debt to related parties 322 - - - 322

293267 95 392 100781 - 225 440

Maturity profile financial liahilities at 31 Dec 2017 <1 year 1-3 years 3-5 years > 5 years

Maortgage debt {incl interests)* 26150 29008 95 984 . 151 142

Bond loan (iacl interests} 2278 4508 37530 - 44 316

Accounts payable 864 - - - 864

Current debt to relaied parties 854 - - - 894
30186 33 516 133 513 - 187 216

* The Banasol and Banastar facility {USD 11.0 million) fall due in 2018.

Cemmitments newbuildings

The yard commitments related to newbuildings are set out below, Six combination carrier newbuildings on order

at Jiangsu New Yangzi Shipbuilding Co., Ltd in China are scheduled for delivery in 2019 and 2020,

Remaining instatiments at 31 December 2018
Combination carriers

2019
120 240

2620
102 300

222 540

Total commitments newbulidings

120 240

102 300

222 540
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Note 16 - Fair value measurement

Set out below is a comparison by class of the carrying amounts and fair value of the Group's financial assets included in the
financial statements,

Carrying amount Fair value

U5D'000 2018 2017 2018 2017
Loans and receivables at amortised cost

Accounts receivable 7303 186 7 303 186
Receivables from related parties 603 7559 603 7559
Total loans and receivables 7906 7745 7906 7745
Cash and cash equivalents* 94 060 55 648 24 060 55648
Total 101 966 63 393 101 966 63 393
Total current 101 966 63 353 101 966 63 393
Total non-current - “ - -

* including restricted cash (note 12)

Carrying amount Fair value

usD'0oC 2018 2017 2018 2017
Financial liabilities at fair vatue through OC1

Derivates in effective cash flow hedges . 167 . 167
FX hedge (AUD/USD) 38 - 38 -
Fuel hedge 918 - 918 -
Financial liabilities at fair value through P&L

Other derivatives 16 383 16 237 16 889 16 237
Total financial liabilities at fair value 17 845 16 404 17 845 16 404
Other financial liabilities at amoertised cost

Accounts payable 4032 864 4032 364
Other financial liabilities 322 804 322 894
Interest bearing deht 125458 129 653 125 458 130 892
Bond loan 34217 35973 36 156 38 132
Liahilities directly associated with assets held for sale - . - -
Total financial liabilities at amortised cost 164 029 167 384 165 967 170 781
Total 181 874 183 788 183 812 187 185
Total current 16554 22 306 16 554 22 308
Total non-current 165 320 161 482 167 258 164 879
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Note 16 - Fair value measurement (cont.)

The fair value of the financial assets and liabilities is recognised as the value at which they could be exchanged in a
transaction between willing parties other than in a forced or liquidation transactions. The following methods and
assumptions were used to estimate the fair value of each class of financial instrument:

-Cash and restricted cash, trade receivables, trade payables and other current liabilities are recognized at their carrying
amounts largely due to the short term maturities of these instruments.

- Fair value of loans from banks and other financial liabilities is estimated by discounting future cash flows using rates
currently available for debt on similar terms, credit risk and remaining maturities.

- Since the bond are listed on Nordic ABM (KSHO3 PRO), fair value of the bond is disclosed based on traded information.
Fair value of KSHO3 is based on latest transaction.

- Fair value of derivatives are based on mark to market reports recieved from banks.

Fair value hierarchy
The Group uses financial hierarchy under IFRS 13 for determining and disclosing the fair value of financial instruments by
valuation technigues. Below table presents fair value measurements to the Group's assets and liabilities at 31 December

2018:
31.12.2018
Assets Level 1 Level 2 Level 3 Total
Financial assets at fair value through profit or loss
Interest rate swaps 1032 1032
Financial ossets at fair value through OCI
Interest rate swaps 322 322
Forward freight agreements 970 970

Liabilities . . . tevel 2 Level 3

Financial lighilities ot fair value through profit or loss

Cross currency interest rate swap 16 477 16477
Interest rate swaps 412 412
Fingnciol ligbilities at fair value through OCt

FX hedge {AUD/USD) 38 38
Fuel hedge 918 018

Financial liabilities not measured ot fair value, but for which fair value is disclosed

Bond 36 156 36 156
Mortgage debt 125458 125 458
Other interest bearing liabilities 2172 2172
31.12.2017

Assets Level 1 Level 2 Level 3 Total
Financial assets at fair volue through profit or loss

Interest rate swaps 825 825
Financial assets at foir value through OCI

Interest rate swaps 131 131
Liabilities Level 1 Level 2 Level 3 Total
Financial liabilities at fair vaiue through profit or loss

Interest rate swaps 16 237 16237

Financial liabilities not measured at fair value, but for which fair vaive is disclosed
Bond 38132 38132
Mortgage debt 130 892 130 892

Derivatives used for hedging
Derivates in effective cash flow hedges 167 167

The fair value of financial instruments traded in an active market is based on quoted market prices at the balance sheet date
and are Included in level 1.

The fair value of financial instruments that are nhot traded in an active market (for example over -the-counter derivatives) is
determined by using valuation techniques. These valuation technigues maximise the use of chservable market data where it
is available and rely as little as possible on entity specific estimates, If all significant inputs required to fair value an
instrument are observable, the instruments are included in level 2.

If ane or more of the significant inputs are not based on observable market data, the instrument is included in level 3. During
the reporting periods, there were no transfers between any of the levels. Refer to Note 17 for the disclasures of non-current
and current portion of the liabilities measured at fair value.
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Note 17 - Interest bearing debt and financlal instruments

The below tables present the Group's financing arrangements as per 31 December 2018. All debt except bond loans (NOK) are
denominated in USD (ref note 18). As a consequence of transferring the vessels from single purpase entities to KCC Shipowning AS
{between subsidiaries in the Group) the existing bank facilities have been merged into two facilities with KCCS as borrower. The loan
amount far the CABUs remain the same, hence no cash mavements followed the restructuring of the loans.

The USD 100 million secured term loan facility with Nordea/Danske Bank includes the vessels MV Balboa, MV Baffin, MV Ballard, MV
Barcarena, MV Bangor, MV Bantry and MV Bakkedal. The loan will be repaid in quarterly instalments and a balloon repayment an the
maturity date in 2022,

The USD 105 million secured term loan facility with DNB/SEB has refinanced loans for the vessels MV Banasol and MV Banastar and
the three newbuildings; MV Baru (delivered January 2019}, MV Barracuda (expected delivery in April 2019) and MV Barramundi
(expected delivery in April 2019). For the newbuildings bank financing represents close to 65% of contract price. The loan will be
repaid in guarterly instalments and a balloon repayment an the maturity date for outstanding debt on the newbuilding tranches in
2023.

The container vessels are financed by a revolving credit facility (RCF} secured by all eight vessels and a maximum limit of USD 70,8
million per year-end 2018.

Mortgage debt "~ 7= Description

" : S Maturity... .
Balboa/Barcarena* Nordea/Danske Bank LIBOR +2.0% March 2022 26944
Nordea/Danske Facility Term loan facility, USD 100 mill LIBOR +2.3 % March 2022 62419
DNB/SEB Facility Term loan facility, USD 105 mill LIBOR + 2.3 % December 2023 12 000
Container RCF DNB/Danske Bank USD 90 mill February 2021 18 000
Capitalized transaction costs (905}
Mertgage debt 31 December 2018 125458

*Loan for MV Balboa and MV Barcarena was repaid in end January 2019 at the same time as proceeds from new loan facility was drawn.

{usDooo) S e ! : < Fairwalie’ - Bookvalue- - Book value
Mortgage debt G e SN 31 Dee 2018 00031 Dee 201831 Ded 2017
Mortgage debt 114 163 114 163 110 343
Capitalized loan fees - (905} (1238)
Tota! merigage debt, non-current 114 163 113 258 109 105
Mortgage debt, current 12 200 12 200 20549
Total mortgage debt 126 363 125 458 129 654

Fair value is estimated to carrying amount less financing costs as the difference between market margin and carrying margin is
considered to be immaterial. Fair value is not based on observable market data (fair value hierarchy level 3}.

At 31 December 2013 the Group has USD Y3 million in undrawn bank tinancing {as part at the USD 105 million DNB/SEB racility}
committed to three newbuildings available on delivery of the vessels. An and USD 56.4 million in undrawn capacity on the revolving
credit facility for the container vessels.

{usooooy - & : . - CRRIa T Rair value Book value Book value
Other interest bearing liabilities . o .31 Dee.2018 31 Dec 2018 31 Dec 2017
Overdraft facility 2172 2172 -
Other interest bearing liabilities 2172 2172 -

The Group has entered into a overdraft facility pledged with receivables and bunkers inventory,

Covenants

As per year end 2018, the Group is in compliance with all financial covenants. Financial covenants on KCC Shipowning Group level relates
to minimum equity (USD 110 million} and equity ratic {30%), minimum cash (the higher of USD 10 millicn and 5 % of net interest-bearing
debt) and net debt to operating prafit (max 5x in 2018, no covenant in 2019, max 7x in 2020 and max 5x from 2021}. The credit facility for
the container vessels also contains financial covenants related to equity and cash based an the consolidated accounts of Klaveness Ship
Holding AS {KSH). In addition, all secured loans contain minimum value clauses related to the value of the vessel compared to
outstanding loan.

Securities
As a security for the mortgage debt, the company has included a first priarity security in all vessels and earnings accounts, and
assignment of the earnings and insurances of the vessels in favour of the debtors.

Book vaiue of collateral and mortgaged assets {USD 0

Vessels 281533 290 874
Bunkers 7038 -
Accounts receivables 7303 -
Total book value of collateral and mortgaged assets 295873 290 874
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Note 17 - Financial assets and financial liabilities continued

Reconciliation of movements of liabilities and equity to cash flow arising from financing activities

Liabilities
Interest- Interest- Share
hearing bearing capital/ Non-
. Interest short-term. long-term Epremium/ Other controlling
usD 'co0 payable- debt, debt reserve equity interests Total
Balance at 1 January 2018 - 20 539 145 078 8791 1821281 22 086 378 785
Repayment of mortgage debt (19 528} {19 528)
Proceeds from martgage debt 2172 15 000 17172
Interest paid {9 703) (9 703)
Capital increase (Apr) (net of transaction costs) 12 000 12 000
Capital increase (Oct) (net of transaction costs) 41387 41387
Group contribution {10 185) {10 185)
Dividends to non-controlling interests (495) {495}
Acquisition of non-controlling interests (259) (363) (622)
Total changes from financing cash flow {9 703) 2172 {4 528) - {10 444} 52 529 30 027
Liability-related
Expensed capitalised borrowing costs 331 331
Agio on bond loan (1 756} - 1756
Nan-cash movement (8 349) 8349 {122} 122
Total liability-related changes (8 349) 6925 (122) - - - 1545
Total equity-related other changes 18 528 (7 078) 11 452
Balance at 31 December 2018 14372 147475 8669 190365 67 539 418 717
Liabilities

Interest-

Equity

Interest- Share
bearing bearing capital/ Naons
Intereést  Short-term  long-term Epremium/ Other controlling
payable  debt debt reserve equity interests Total
Balance at 1 January 2017 - 19 818 80574 8791 164172 14 330 287 685
Repayment of mortgage debt (21783) {21 783)
Proceeds from mortgage debt 36 890 36 890
Interest paid (9 420) {9 420)
Group contribution (21 818) {21 818}
Dividends to non-contralling interests {1 346) {1 346)
Capital contributions 6500 6 500
Total changes from financing cash flow {9 420) - 15 107 - {21 818) 5154 {10 977)
Liability-related
Expensed capitalised borrowing costs (185) 185
Non-cash movement 731 (731) -
Total liability-related changes 731 {916) - 185
Total equity-related other changes 39927 2 602 42 529
Balance at 31 December 2017 - 20549 145078 8791 182281 22 086 378 785
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Note 18 - Bond loans

Klaveness Ship Holding AS (the Issuer) issued a senior unsecured bond of NOK 300 million in December 2016, with
maturity in May 2021 (KSHO3). The hond loan has a borrowing limit of NOK 500 million, hence subsequent issues may
take place over the tenaor of the bond. Tap issues are conditional on the market price and on investor appetite on the

date of the tap issue.

The bond loan (KSHO3) is listed on Nordic ABM and has a bullet structure with no repayment until maturity in 2021. The
bond loan is subject to an interest rate of 3M NIBOR plus a margin of 5.25 %.

Covenants are described in note 17.

: : Face value ‘Y¥earof Carrying amidunt (USD'D0D)
Bond joan L e e NOK'DDD _maturity 2018 2017
KSHO3
Original loan amount 300000  27.05.2021 35273 35273
Exchange rate adjustment {755) 1130
Capitalized expenses {301) (430)

34217 35973

Bond loan 300 000
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Note 19 - Commitments and guarantees

Capital commitments

The Group has capital commitments relating to borrowings and newbuildings. For information of maturity profile for
mortgage debt and bond loan, see nate 15. Commitments related to newbuildings are presented in note 10. Available
facilities is presented in note 17.

Guarantees
Below is a list of guarantees given at 31 December 2018

Guarantea to .. o Deseription . : e AFRount -

Drawn amount USD 18 million, max
limit 105 million incl interest,
Klaveness Ship Holding AS guarantees for RCF in Klaveness expenses and exposures under
SEB/DNB/Danske Bank Container AS, related to the elght container vessels. derivatives

Klaveness Combination Carriers AS guarantees on behalf of KCC

Shipowning AS {part of the KCC Group) to the yard for the 3rd and
liangsu New Yangzi 4th installments for the shipbuilding contracts YZJ 2015-1226, USD 9.3 million per newbuilding + 5 %
shipbuitding Co. Ltd YZ212015-1227 and Y21 2015-1228. interest p.a.

AS Klaveness Chartering (affiliated company, not part of the KSH

Group of companies) guarantees on behalf of KCC Chartering AS for

COA commitments in the period 2010-2013 for transportation of COA period is over, however claim
BHP Billiton Marketing  caustic soda solution from ports in the far/middle east to parts in can he placed until 6 years after last
AG western Australia. cargo.
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Note 20 - Other liabilities

Other current liabilities

Accrued expenses 1980 2104
Crew accrued wages 978 1076
Accrued interest 966 964
Other short term liabilities 3128 385
Tatal other current liabilities 7 054 4529
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Note 21 - Share capital, shareholders, dividends and reserves

Shares Notional Share capital {NOK)
31.12.2018 1000 12 000 NOK 12 million

All shares are issued and fully paid.
All shares are owned by Rederiaksjeselskapet Torvald Klaveness.

A group contribution of USD 10.2 million was paid to Klaveness Finans AS in 2018.
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Note 22 - List of subsidiaries

Klaveness Ship Holding AS comprises several subsidiaries. Presented below is a list of all subsidiaries. Unless otherwise
stated, the companies are located in Oslo, Norway.

Ownership interest Qwnership interest

Company name per 31 Dec 2018 per 31 Dec 2017
Klaveness Combination Carrier AS " 63% -
Klaveness Container AS 94,7 % 82,7 %
Kiaveness Cement Logistics AB (Sweden) 63 % 100 %
KCC Shipowning AS (formely T. Klaveness Shipping AS} 63 % 100 %
KCC KBA AS (formerly Klaveness Bulk AS) 63 % 100 %
KCC Chartering AS (formerly Cabu Chartering AS) 63% 0%
Banasol Inc (Liberia)** 63 % 50 %
Cabu Bangor Inc. (Liberia)® 63 % 100 %
Banastar Inc. (Liberia)z"’ 63 % 50 %
Cahu V Investment Inc. (Liberia)z"1 63 % 95 %
Cabu VI Investment Inc. (Liberia)z'4 63 % 81%
Baffin Shipping AS™? - 50 %
Ballard Shipping AS™? - 50 %

1) KCC was founded in March 2018. Group is presented as if KCC Shipowning AS and KCC KBA AS had been owned from
the beginning of the year, and in the comparable period for 2017 (Note 1, basis of preparation).

2) In end April 2018 KCC Shipawning AS bought shares in Banasol Inc, Banastar In¢, Cabu V Investment Inc, Cabu vt
Investment Inc, Baffin Shipping AS and Ballard Shipping AS from minority interests resulting in 100 % ownership in all
subsidiaries. Further the minority shareholders contributed in the capital increase in Klaveness Combination Carriers. The
transactions are further described in the statement of changes in equity.

3) Baffin Shipping AS and Ballard Shipping AS were merged into KCC Shipowning in November and December 2018 with
no effect on Group level (both 100 % owned at time of merger).

4} in November and December, all the vessels previously owned by the single purpose entities were sold to KCC
Shipowning AS. The reorganisation has no effect on Group level.
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Note 23 - Transactions with related parties

The ultimate owner of the Group is Rederiaksjeselskapet Torvald Klaveness (RASTK), which owns 100 % of the shares in Klaveness Ship
Holding AS.

The Group has undertaken several agreements and transactions with related parties in the RASTK Group. The level of fees are based
on market terms and are in accordance with the arm's length principle. The group has no employees.

Klaveness AS delivers services to the Group performed by corporate functions like management, legal, accounting & cantrolling, risk
management and commercial management.

Klaveness Ship Management AS delivers ship management services for all of the vessels in the Group. Ship Management fees cover
services like technical management, crewing management, IT and energy management. For the newbuildings in the Group, Klaveness
AS performs supervision and project management services.

usSD'000

Supplier Type of agreement 2018 2017
Klaveness AS (affiliated company) Business administration fee (3 088) (474}
Klaveness AS (affiliated company) Commercial management fee (2 006) {2 304)
Klaveness Ship Management AS (affiliated company) IT fee [148) (152}
Klaveness Ship Management AS (affiliated company) Ship Mangement fee (3 474) {3 247)
Klaveness Ship Management A5 (affiliated company) Crewing agency fee (1336) {1190)
Klaveness AS (affiliated company) Supervision/project management (2 400) {2213)
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Note 24 - Contingent liabilities

Regular claims are made against the Group as a result of its ordinary operations. Provisions are made in the
financial statements whenever the probable outcome of these disputes are expected to be in disfavour of
the Group. No new provisions are recognised in 2018.
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Note 25 - Events after the balance sheet date

The first CLEANBU vessel, MV Baru, was delivered from Jiangsu New Yangzi Shipbuilding at 10 January 2019.

Shares in Banasol Inc, Banastar Inc, Cabu Bangor Inc, Cabu V Investment Inc, Cabu VI Investment Inc was sold
from KCC Shipowning AS to Klaveness AS (affiliated company) in January 2019. As part of making KCC
Shipowning the owner of all combination carrier vessels in the Group {note 22), there was no activity in the
single purpose companies as per sales date. All material assets and liabilites were sold or distributed as
dividends/contribution in kind ta KCCS in 2018, and share capital was reduced to USD 1 000 in all companies.

As a consequence of the consalidation of the combination carrier activities, and as a part of the preparation for
a potential listing of KCC in Oslo, the NOK 300 million unsecured bond {KSHO3 PRO) changed debitor from
Klaveness Ship Holding AS (major shareholder of KCC, note 18) to Klaveness Combination Carrier AS in end
January 2019. The bond loan will replace the existing internal loan given by Klaveness Ship Holding AS to
Klaveness Combination Carriers AS.

USEeTul Te Tor the COmBINAuon Carrier vessels IS reassessed oh a yearly pasis. une of the main ¢austic 5003
COA's was renewed in late 2018 for 3-5 years. Maximum vessel age has been increased from 20 to 25 years in
this contract. Other COA customers have as well accepted (some formally and other unformally) age up to 25
years. Useful life is increased from 20 to 25 years as from 01.01.2019. The updated estimate is also supparted
by the vessels current condition and industry practice for tank and bulk carriers. Due to a decline in steel prices
for demolition, the Group has adjusted the estimate for residual value down from 380 usd/mt to 325 usd/mt.
The net effect of these changes in assumptions will decrease yearly depreciation for the CABU vessels of
approx USD 6.4 million in 2019 compared to 2018.

A loan agreement for financing of the two of the three CLEANBU vessels with delivery in 2020 was signed in
March 2018.

There are no other events after the balance sheet date that have materiaf effect on the financial statement as
of 31 December 2018.
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Klaveness Ship Holding AS

Income Statement

USD ‘000

Year ended 31 December

Total operating revenue

Management fee Note 13 (292) {278}
Other administrative services Note 2 (142) (48)
Total operating expenses (434) {326)
Operating profit (434) {326)
Finance income Note 3 68 422 7 454
Finance costs Note 3 (34 003) {10 994)
Profit/ (loss) before tax 33985 (3 826)
Income tax expenses Note 4 {3181) (3953)
Profit/ (loss) after tax 30 804 (7 778)
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Klaveness Ship Holding AS

Statement of Other Comprehensive Income

Profit of the year 30 804 {7 778)

Net other comprehensive income to be reclassified to profit or loss -
Net other comprehensive income not to be reclassified to profit or loss -

Other comprehensive income/(lass) for the period, net of tax -

Total comprehensive income/{loss} for the period, net of tax 30804 (7 778)
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USD ‘000
ASSETS
Non current assets

Klaveness Ship Holding AS

Statement of Financial Position

As at 31 December

Deferred tax asset Note 4 - 3182
Investments in subsidiaries Note 5 202 081 197 006
Loan to related parties Note 6 95 496 90 867
Total non current assets 297 577 291 055
Current assets

Receivables from related parties Note 6 499 369
Other short-term receivables 5 6
Cash and cash equivalents Note 7 583 607
Total current assets 1087 982
TOTAL ASSETS 298 663 292 038
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Klaveness Ship Holding AS

Statement of Financial Position

As at 31 December

EQUITY AND LIABILITIES

Equity

Share capital Note 8 1817 1817
Share premium 7068 7 068
Other reserves 346 177 346 177
Retained earnings (107 342) (127 965)
Total equity 247 719 227 097
Non-current liabilities

Bond loans Note 18 Group 34217 35973
Financial liabilities Note 9 16 477 14 895
Total non-current liabilities 50 694 50 869
Current liabilities

Loan from related parties Note 6 - 13788
Current debt to related parties Note 6 - 29
Tax payable Note 4 - -
Other current liabilities 251 256
Total current liabilities 251 14 073
TOTAL EQUITY AND LIABILITIES 298 663 292 038

Oslo, 31 December 2018
Oslo, 26 March 2019

( ;M?Ll/?éﬂ&@

Bent Martini
Chairman of the Board Board member

[ L)t Meaotsons

N

Liv Hege Dyres Morten Skedsmo

Board member Managing Director
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Klaveness Ship Holding AS

Statement of Changes in Equity

Shate Dther paid Other Retained Total
USD'000 capital .o prefmiu in capital Tekeres SArmngs ©giity
Equity at 1 January 2017 1817 7068 346177 {116 233) 238829
Praofit {loss) for the year {7 778) (7778)
Other comprehensive income for the year M
Total comprehensive income for the year - (7 778) (7 778)
Group contribution {3954) (3954)
Equity at 31 December 2017 1817 7068 - - 346177 {127 965) 227 097
Profit (loss) for the year 30 804 30804
Other comprehensive income for the year - .
Total comprehensive income for the year 30804 30804
Group contribution (10181) {10181)
Equity at 31 December 2018 1817 7068 - - 346 177 {107 342) 247 719
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Klaveness Ship Holding AS

Statement of Cash Flows

Profit before tax 33985 (3 826)
Amortization of upfront fees and bank loans 129 129
Gain/loss on foreign exchange (1854) 1613
Unrealised result financial instruments 1581 {3143)
Interest income Note 3 (6 733) (4 219)
Interest expenses Note 3 3773 4575
Impairment shares in subsidiaries Note 5 28 500 4645
Dividends from subsidiaries (59 712) -
Tax paid for the period - “
Change in receivables (128) (188)
Change in current liabilities (34) {1021)
Change in other working capita! (305) {12)
Interest received Note 3 1615 4219
A: Net cash flow from operating activities 817 2772
Group contribution/dividends from shares in subsidiaries 13957

Capital increase in subsidiaries (3613) -

B: Net cash flow from investment activities 10 344 -
Repayment of bond loan Note 15 Group - (21 283)
Interest paid Note 3 - (4 575)
Loan to related parties (1 003) (4 887)
Payments of group contribution/dividends (10 181) (3 954)
C: Net cash flow from financing activities {11 185) {34 699)
Net change in liquidity in the period (A + B + C) (24) {31 928)
Net foreign exchange difference - 104
Net change in liquidity in the period (24) (31 823)
Cash and cash equivalents at beginning of period 607 32430
Cash and cash equivalents at close of period Note 7 583 607
Net change in cash and cash equivalents in the period (24) (31 823)
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NOTE 1 ACCOUNTING POLICIES | KLAVENESS SHIP HOLDING AS - PARENT COMPANY

BASIS OF PREPARATION

The financial statements of Klaveness Ship
Holding AS (referred to as the Company/the
parent company) have been prepared in
accordance with International Financial
Reporting Standards (IFRS} as endorsed by the
European Union.

Accounting principles for the consolidated
statement of Klaveness Ship Holding AS also
apply to the parent company — see accounting
policies presented as part of the consolidated
Group accounts.

The main activity of the company is to be a
holding company of shipowning subsidiaries.

DIVIDEND INCOME/GROUP CONTRIBUTION

Dividend income is recognized when the right
to receive payment is established, which is
when the dividend is approved by the general
meeting of the subsidiary.

DIVIDEND DISTRIBUTION/GROUP
CONTRIBUTION

Dividend distribution to the company’s
shareholders is recognized as a liability in the
financial statements in the period in which the
dividends are approved by the company’s
shareholders.

SHARES IN SUBSIDIARIES

Shares in subsidiaries in the parent accounts
are recorded at acquired cost. These
investments are reviewed for impairment
when there are indicators that carrying
amount may not be recoverable.

CONTRIBUTION IN KIND

When shares are transferred as contribution
in kind the capital increase is measured at fair
value. Fair value is estimated based on the fair
value of underlying assets and liabilities.

USE OF ESTIMATES

The preparation of financial statements in
conformity with IFRS requires management to
exercise its judgment in the process of
applying the Company’s accounting policies. It
also requires the use of accounting estimates
and assumptions that affect the reported
amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date
of the financial statements, and the reported
amounts of revenues and expenses during the
financial year. Although these estimates are
based on management’s best knowledge of
current events and actions, actual results may
ultimately differ from those estimates.

Shares in subsidiaries and intercompany
receivables are subject to impairment testing
at the end of each reporting peried. Valuation
is subject to assessment of the recoverability
in the underlying investment or receivable.
Management’s assessment can affect the level
of impairment loss, or reversal of such, that is
recognized in profit or loss.
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Note 2 - Operating expenses

The Company has no employees and has thus no wage expenses or pension liabilities. Management services
are acquired from other companies within the Group of Rederiaksjeselskapet Torvald Klaveness (RASTK), see
note 13. The managing director and members of the Board of Directors are employees of other companies
within RASTK. The cost of management is included in the management fee. No special remuneration has
been paid to the members of the Board of Directors, because such positions are part of their regular
employment,

Statutory audit 16 23
Other assurance services from auditor 67 18
Total audit fee 82 41

Auditor's fees are stated excluding VAT.

20.08.2020 ki 04:02 Brgnngysundregistrene Side 73 av 92



Brgnngysundregistrene Arsregnskap regnskapséaret 2018 for 988306428

Note 3 - Finance income and finance costs

usD'ooa : : : S : 2018 2017
Interest received from related parties 6710 4199
Other interest income 23 20
Guarantee fee from related parties 123 132
Income from investments in subsidiaries (note 5) 59712 -

Unrealised results financial instruments - 3143
Gain on foreign exchange 1854 -

Total finance income 68 422 7494

usD'D0D T R e _
Interest paid to related parties 179 822
Interest expenses bond loan 3722 3 882
Impairment shares in subsidfaries (note 5) 28 500 4 645
Unrealised results financial instruments 1581 -

Loss on foreign exchange - 1613
Other financial expenses 20 31
Total finance costs 34003 10 994

Refer to note S for further information related to Income from investments in subsidiaries and
impairment shares in subsidiaries.

Refer 10 note 18 in the Group accounts for further disclosures of the company's bond debt.
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Note 4 - Taxes

Income tax for the year 2018 2017
Income taxes payable - -
Change in deferred tax (3 018) (3953)
Adjustment correction of |ast year's tax expense** (164) -
Total tax expense/(income) reported in the income statement {3 181) (3 953}

Net (gain)/loss on revaluation of cash flow hedges - -
Deferred tax charged to OCI - -

Calculation of tax payable 2018 2017
Profit/ (loss) before tax, incl OCI 33985 (3 826)
Permanent differences (22117) (2 086)
Change in temporary differences {6512) 1204
Change in tax losses carried forward (5352) 2656
Currency effects {5) 2052

Tax basis before group contribution R -
Income taxes payable - -

Reconciliation of actual tax expense against expected tax cost in accordance

with the ordinary Norwegian income tax rate of 23 % (24 %) e ] 2018

Profit /{loss) before tax, incl OCI 33985 {3 826)
Estimated tax at 23 % (24 %) statutory rate (7 817) {918)
23 % (24 %} tax on permanent differences 5087 {501)
Tax effect, change in tempaorary differences (1 498) -
Exchange rate differences 1185 1143
Change in tax rate from 23 % to 22 % deferred tax (137) 312
Impairment of deferred tax asset - {3 989)
Carrection group contribution previous year - -
Income tax expenses (3 181) (3 953)
*Profit and loss effect (3181) (3 953)
*0C| effect - -
Effective tax rate 8% 103 %
Temporary 2018 Temporary 2017
Temporary differences - ordinary taxation difference Tax effect  difference Tax effect
Gains and losses account (171) (38) {226} (52)
Currency gain/loss not realised 6 466 1423 - -
Unrealised gain/loss interest rate swaps 287 63 296 68
Unrealised gain/loss CCIRS (16 477) (3 625) {14 895) {3 426)
Loss carried forward (3 821) {841} {16 357) {3 762)
Deferred tax asset not recognised in balance sheet 13 716 3018 17 345 3989
Deferred tax liability/ asset (-) recognised in balance sheet* 0 0 {13 836) (3 182)
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Note 5 - Investments in subsidiaries

Business office, Voting share/ Book value Book value

country ownership 31.12.2018 31.12.2017
Klaveness Combination Carriers AS Oslo, Norway 100% 162 327 -
Klaveness Container AS Oslo, Norway 94,7 % 39409 9414
KCC Shipowning AS* Oslo, Norway 100 % B 186 751
Klaveness Cement Logistics AB Stockholm, Sweden 100 % 345 345
KCC KBA AS Oslo, Norway 100 % - 496
Investments in subsidiaries 202 081 197 006

Klaveness Combination Carriers AS (“KCC”) was established March 23, 2018 as a 100 % subsidiary of Klaveness Ship
Holding AS. The establishment was carried out by contribution in kind of the shares in KCC Shipowning AS (“KCCS”,
formerly T Klaveness Shipping AS) and KCC KBA AS (formerly Klaveness Bulk AS). The shares were valued at continuity as
the transaction is considered a group reorganisation and not a business combination. Subsequently a dividend of USD 36.0
million were distributed as return of capital. In October 2018 book value of shares in KCC increased by USD 3.6 million due
to capital increase.

Investments in subsidiaries are recorded at cost. Impairments are recognized if the fair value of equity is lower than book
value of the shares. In connection with the above mentioned dividend of USD 36.0 million an impairment test were
perfamed and imapirment charges of USD 28.5 million has been recognised for 2018.

Change in book value for the investment in shares in Klaveness Container AS of USD 30.0 million is due to capital increase
by conversion of debt in December 2018 (registered in company register 10 lanuary 2019).
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Note 6 - Intragroup balances

At the end of the year, the Company had the following intragroup balances with related parties:

usD'000 Relationship 2018 2017

Klaveness Container AS Subsidiary 59 496 90 867
Klaveness Combination Carriers AS 36 000 -
Loan to related parties 95 496 90 867

Loan to Klaveness Container AS has a maximum limit of USD 59.5 million and falls due in November 2020.
Interests are calculated based on 3M LIBOR + margin and are to be paid at maturity. USD 30.0 million of the
loan amount was converted to equity in Klaveness Container in Decermber 2018 {note 5).

Loan to Klaveness Combination Carrier AS has a tenor of three years, and the interest rate is 6.98 %.

UsSD'000 Relationship 2018 2017

Klavengss Combination Carriers AS Subsidiary 293
Klaveness Container AS Subsidiary 206 369
Receivables from related parties 499 369

USD'000 Relationship 2018 2017

KCC Shipowning AS Subsidiary - 29
Klaveness AS Affiliated company - -
Current debt to related parties - 29
UsD'000 Relationship 2018 2017
KCC Shipowning AS Subsidiary - 13 784
KCC KBA AS Subsidiary - 4
Loan from related parties - 13 788
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Note 7 - Cash and cash equivalents

The company has bank deposits in the following currencies:

UsD'000 2018 2017
Bank deposits, NOK 507 603
Bank deposits, USD 76 4
Total cash and cash equivalents 583 607

The company has no restricted bank deposits.
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Note 8 - Share capital, shareholders, dividends and reserves

Shares Notional Share capital (NOK)
31.12.2018 1000 12 000 NOK 12 million

All shares are issued and fully paid.
All shares are owned by Rederiaksjeselskapet Torvald Klaveness.

No dividend has been paid or proposed for 2018. Group contribution of USD 10.2 million was paid to
Klaveness Finans AS in 2018.
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Note 9 Financial liabilities

To reduce currency and interest rate risk related to the bond loan, the company has entered into a
cross currency interest rate swap (CCIRS) agreement.

The CCIRS agreement reduce currency and interest rate risk for the bond loan, however the instruments do not
qualify for hedge accounting. The CCIRS is recognised at fair value with changes through profit and loss. Book
value of these are negative by USD 16.5 million as of 31 December 2018 (2017: negative USD 14.9 million).

Financial liabilities at 31 Decernber

Financial instruments at fair value through P&L
Cross currency interest rate swap

16477 14 895
Financlal labilities

16 477 14 895
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Nete 10 - Finanelal risk management

Caplital maaagement

Capital management of the Company is overseen on Group evel, see note 12 in the consolidated accounts of Klaveness
Ship Holding AS. The Company is in compliance with all covenants as of 31 December 2018 - see note 14 in the
consolidated accounts of Klaveness Ship Holding AS.

Operational risk

The company's activity is to be a holding company of subsidiaries and its main risk 1s related to the financial situation of
the subsidiary companies. If the subsidiary experiences losses over time, the investment may be impaired. Impairment
evaluations are carried out at each closing date. As the ultimate holding company of all shipowning companies, the
company is also subject to development costs related to research and development within the Torvald Klaveness Group.

Foreign cureency risk and interest rate risk

As of 31 December 2018, fair value of ¢ross currency interest rate swap (CCIRS) is negative by USD 16.5 million (2017:
negative by USD 14.2 million) {note 9). The company nc longer has any cross currency interest rate swap agreements
that qualify for hedge acccounting.

The Campany's functional currency is US Dollar (USD}. The company has some costs incurred in ather currencies [mainly
NOK). No direct currency hedge has been made towards the small portion of costs incurred in foreign currencies.
Fluctuations in USD against NOK may affect the company's tax payable, which will be calculated and paid in NOK, This
effect is considered to be limited.

The tabte below shows estimated changes in profit before tax for the comparny from reasonable possible changes in
interest rates in 2018 and 2017, with all other variables held constant. The changes are estimated based on given capital
structure as of year end.

USD '0D0  Change in interest rate - unsecured bond loan

NIBOR +1,0% - -

+0,5% - -
-0,5% . R
-1,0% - -

USD '0DD  Change in interest rate - loan to reiated parties

LIBOR +1,00% - 138
+0,5% - 69
-0,5% - (69)
- 1,00% - (138}

Counterparty/credit risk

Counterparty risk is refated to intercompany balances and risk refated to guarantees provided to banks an behalf of
loan facilities in subsidiaries {Klaveness Container AS, see note 12). There is a risk that subsidiaries do not generate
cash flow to be able to meet financial obligations when they fall due. Loan facilities in which guarantee has been
provided fall due in 2021, Liguidity buffers in the benefactors are expected to be sufficiently large to cater for such
events,

The company is exposed to credit risk through its deposits. Deposits are currently made with financial institutions that
have A/AA rating.

Eiquidity risk

Liquidity risk is the risk that the company may not be able to meet its obligations when they fall due. Liguidity risk is
managed by the Group’s treasury department. The Group keeps its liquidity reserves mainly in cash and bank deposits.
The liquidity risk is considered to be limited as the deposits are considered sufficient for 3ll needs in the forseeable
future. The Company's bond loans are subject to financial and nen-financial covenant clauses given on Group level
(Consolidated Klaveness Ship Holding AS, see Group note 14 regarding information about covesants). The bond loan
(KSHO3) fall due in 2021. Due to the financial situation , debt maturity profile and liquidity reserve in the Group at year-
end, liquidity risk is considered to be low. The Group as such furthermore benefits from being well diversified on
funding sources.

Maturity profile presented below includes interest payments.

Matunity profile to financial liabilities at 31 Dec 2018 < lyear 1l-3years > 5 years
Bond loan 2346 37786 - 40133
Gther current liahbilities 251 - - - 251
2597 37 786 - - 40384
Maturity profile to financial liabilitics at 31 Dec 2017 < 1year
Bond loan 3555 6150 37529 - 47 235
Loan to related parties 13 788 - - - 13788
Other current liabilities 285 - - - 285
17 628 6150 37 529 - 61 307
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Note 11 - Fair value measurement

Fair value measurement
Set out below is a comparison by class of the carrying amounts and fair value of the Company's financial
instruments included in the financial statements.

Carrying amount Fair vatue

2018 2017 2018 2017
Loans and receivables at amortised cost
Loan to related parties - 90 867 - 90 867
Receivables from related parties 499 369 499 369
Other short-term receivables 5 6 5 [3
Total loans and receivables 503 91243 503 91 243
Cash and cash equivalents 583 607 583 607
Total assets 1087 91 850 1087 91 850
Total current 1087 91 850 1087 91 850
Total non-current - - - -

Carrying amount Fair value

2018 2017 2018 2017
Financial liabilities at fair value
Derivatives 16 477 14 295 16 477 14 895
Total financial liabilities at fair value 16 477 14 395 16477 14 895
Other financial liabilities at amortised cost
Current debt to related parties - 13 817 - 13817
Non-current debt related parties - - - -
Bond loan 34217 35973 36156 38132
Other current liabilities 251 256 251 256
Total other financial liabilities at amortised cost 34 468 50046 36406 52 205
Total liabilities 50 945 64 941 52883 67 100
Total current 251 14073 251 14073
Total non-current 50 694 50 869 52633 53028

The fair value of the financial assets and liabilities is recognised as the value at which they could be exchanged in
a transaction between willing parties other than in a forced or liquidation transaction. The following methods
and assumptions were used to estimate the fair value of each class of financial instruments:

- Cash and restricted cash, trade receivables, trade payables and other current liabilities are deemed to have
equal fair value and book value due to the short term maturities of these instruments.

- Since the bonds are listed on Nordic ABM (ticker KSHO3 PRO), fair value of tha bonds is disclosed based on
traded information, Fair value of KSHO3 is based on latest transaction; the call price November 20th 2018.

- The Company enters into derivative financial instruments with various counterparties, principatly financial
institutions with investment grade credit ratings. Derivatives valued using valuation techniques with market
observable inputs are mainly interest rate swaps and foreign exchange forward contracts. The most frequently
applied valuation techniques include forward pricing and swap models, using present calculations. The models
incorporate various inputs including the credit quality of counterparties, foreign exchange spot and forward
rates and interest rate curves. Valuation is performed by the banks, and assessed by the company.

- Fair value of loans to/from related parties is estimated by discounting future cash flows using rates currently
available for debt on similar terms, credit risk and remaining maturities. The fair value of current borrowings
equals their carrying amount as the impact of discounting and diffarences in margin is not significant.
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Note 11 - Fair value measurement {cont.)

Fair value hierarchy

The company uses hierarchy for determining and disclosing the fair value of financial instruments by valuation
techniques. Below table presents fair value measurements to the company's assets and liabilities at 31
December. The company had no assets measured at fair value at year end.

31.12.2018

Liabilities Leval 1 Level 2 Level 3 Total
Financial liabilities not measured at fair value, but for which fair value is disclosed

Bond 36 156 36 156
Derivatives 16 477 16477
31.12.2017

Liabilities levell Level 2 Level 3

Financial liobilities not megsured at fair value, but for which fair value is disclosed

Bond 38 132 38132
Derivatives 14 835 14 895

The fair value of financial instruments traded in active market is based on quoted market prices at the balance
sheet date and are included in level 1.

The fair value of financial instruments that are not traded in an active market {for example over -the-counter
derivatives) is determined by using valuation technigues. These valuation techniques maximise the use of
ohservable market data where it is available and rely as little as possible on entity specific estimates. If all
significant inputs required to fair value an instrument are observable, the instruments are included in level 2.

If one or more of the significant inputs are not based on observable market data, the instrument is included in
level 3.
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Note 12 - Commitments and guarantees

Capital commitments
The company has capital commitments related to borrowings. For information of maturity profile for bend loans, see note

10.

Guarantees
Below is a list of guarantees provided by the company at 31 December 2018.

Guarantee to Description Amount
Drawn armount USD 15 million,
max limit 105 million incl

SEB/DNB/Danske  Klaveness Ship Holding AS guarantees far RCF in Klaveness Container  interest, expenses and

Bank AS, related to the eight container vessels. exposures under derivatives
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Note 13 - Transactions with related parties

The ultimate owner of Klaveness Ship Holding AS is Rederiaksjeselskapet Torvald Klaveness (RASTK), which owns
100 % of the shares in Klaveness Ship Holding AS.

The company has undertaken several agreements and transactions with related parties in the RASTK Group. The
level of fees are based on market terms and are in accordance with the arm's length principle. Loan to related
parties - see note 6.

Klaveness AS (affiliated company) delivers administrative and business management services (G&A) to the

company such as management, accounting, legal, IT services, rent and office services.

Supplier Type of agreement 2018 2017
Klaveness AS Business administration fee 292 278
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Note 14 - Events after the balance sheet date

As a consequence of the consolidation of the combination carrier activities, and as a part of the
preparation for a potential listing of KCC in Oslo, the NOK 300 million unsecured bond (KSHO3 PRO)

changed debitor from Klaveness Ship Holding AS to Klaveness Combination Carrier AS in end January 2019.

The bond loan will replace current loan to the shareholder of USD 36 million {Group note 17).

There are no events after the balance sheet date that have material effect on the financial statement as of
31 December 2018.
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INDEPENDENT AUDITOR’S REPORT

To the Annual Shareholders' Meeting of Klaveness Ship Holding AS

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Klaveness Ship Holding AS comprising the financial
statements of the parent company and the Group. The financial statements of the parent company and
the Group comprise the balance sheet as at 31 December 2018, the income statement, statement of
comprehensive income, statemenis of cash flows and changes in equity for the year then ended and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements present fairly, in all material respects the financial
position of the Company and the Group as at 31 December 2018 and of its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the EU.

Basis for opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Audifor's responsibilities for the audit of the financial
statemnents section of our report. We are independent of the Company and the Group in accordance with
the ethical requirements that are relevant to our audit of the financial statements in Norway, and we have
fuifilled our ethical responsibilities as required by law and regulations. We have also compiied with our
other ethical obligations in accordance with these reguirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinicn.

Qther information

Other information consists of the information included in the Company’s annual report other than the
financial statements and our suditor's report thereon. The Beoard of Directers and Managing Director
(management) are responsible for the other information. Our opinion on the financial statements does not
cover the other information, 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 other information,
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
hased on the work we have performed, we conciude that there is a material misstatement of this other
information, we are required fo report that fact. We have nothing to report in this regard.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the Norwegian Accounting Act and accounting standards and practices generally
accepted in Norway for the financial statements of the parent company and Internationai Financial
Reporting Standards as adopted by the EU for the financial statements of the Group, 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 responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the

§
i
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going concern basis of accounting, unless management either intends to fiquidate the Company or {o
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 misstaternent, whether due fo fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with [SAs 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 law, regulations and generally accepted auditing principles in
Norway, including ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

» identify and assess the risks of material misstaternent of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and abtain 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 invoive collusion, forgery, intentional omissions,
misrepresentations, or the override of internal controf.

> obtain an understanding of internal controt 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 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 and, based on
the audit evidence cbtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ahility 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, § such disclosures are inadequate, to modify our opinion. Qur 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 o cease to continue as 8 going concern.

= evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

» obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group fo express an opinion on the consolidated financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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Report on other legal and regutatory requirements

Opinion on the Board of Directors’ report

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Board of Directors’ report concerning the financial statements and the going concern
assumption is consistent with the financial statements and comphes with the law and regulations.

Opinion on registration and documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements (ISAE)
3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial Informations, it is
our opinion that management has fulfilled its duty to ensure that the Company's accounting information is
praperly recorded and documented as required by faw and bookkeeping standards and practices
accepted in Norway.

Qslo, 26 March 2019
ERNST & YOUNG AS

-~

Asbierm Redat
State Authorised Public Accountant (Norway)
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INDEPENDENT AUDITOR’S REPORT

To the Annual Shareholders' Meeting of Klaveness Ship Holding AS

Report on the audit of the financial statements

Opinion

We have audited the financial statements of Klaveness Ship Holding AS comprising the financial
statements of the parent company and the Group. The financial statements of the parent company and
the Group comprise the balance sheet as at 31 December 2018, the income statement, statement of
comprehensive income, statemenis of cash flows and changes in equity for the year then ended and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements present fairly, in all material respects the financial
position of the Company and the Group as at 31 December 2018 and of its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards as
adopted by the EU.

Basis for opinion

We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Audifor's responsibilities for the audit of the financial
statemnents section of our report. We are independent of the Company and the Group in accordance with
the ethical requirements that are relevant to our audit of the financial statements in Norway, and we have
fuifilled our ethical responsibilities as required by law and regulations. We have also compiied with our
other ethical obligations in accordance with these reguirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinicn.

Qther information

Other information consists of the information included in the Company’s annual report other than the
financial statements and our suditor's report thereon. The Beoard of Directers and Managing Director
(management) are responsible for the other information. Our opinion on the financial statements does not
cover the other information, 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 other information,
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If,
hased on the work we have performed, we conciude that there is a material misstatement of this other
information, we are required fo report that fact. We have nothing to report in this regard.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the Norwegian Accounting Act and accounting standards and practices generally
accepted in Norway for the financial statements of the parent company and Internationai Financial
Reporting Standards as adopted by the EU for the financial statements of the Group, 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 responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the

§
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going concern basis of accounting, unless management either intends to fiquidate the Company or {o
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 misstaternent, whether due fo fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with [SAs 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 law, regulations and generally accepted auditing principles in
Norway, including ISAs, we exercise professional judgment and maintain professional scepticism
throughout the audit. We also:

» identify and assess the risks of material misstaternent of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and abtain 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 invoive collusion, forgery, intentional omissions,
misrepresentations, or the override of internal controf.

> obtain an understanding of internal controt 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 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 and, based on
the audit evidence cbtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ahility 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, § such disclosures are inadequate, to modify our opinion. Qur 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 o cease to continue as 8 going concern.

= evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and
whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

» obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group fo express an opinion on the consolidated financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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Report on other legal and regutatory requirements

Opinion on the Board of Directors’ report

Based on our audit of the financial statements as described above, it is our opinion that the information
presented in the Board of Directors’ report concerning the financial statements and the going concern
assumption is consistent with the financial statements and comphes with the law and regulations.

Opinion on registration and documentation

Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements (ISAE)
3000, «Assurance Engagements Other than Audits or Reviews of Historical Financial Informations, it is
our opinion that management has fulfilled its duty to ensure that the Company's accounting information is
praperly recorded and documented as required by faw and bookkeeping standards and practices
accepted in Norway.

Qslo, 26 March 2019
ERNST & YOUNG AS

-~

Asbierm Redat
State Authorised Public Accountant (Norway)
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