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HOVUDSTLL / MAIN FIGURES

2017/ 2016/ 2015/ 2014/ 2013/
tDKK 2018 2017 2016 2015 2014
Rentur av atlanum /
Interest from loans 32.758 32.471 34.581 36.231 41.481
Urslit av atlansvirksemi /
Result from loan-activity 31.400 30.990 31.751 30.803 36.407
Urslit &8renn broyting f nidurskrivingum /
Result before change in write downs 31.091 30.600 28.971 30.085 37.378
Urslit 48renn skat /
Result before taxes 31.367 -49.152 15.671 30.404 39.424
Arsurslitid /
Result for the year 25.721 -40.305 12.850 24.931 32.328
Utlan 1. vedraettur, brutto /
Loans 1 priority, gross 636.584 720.532 707.907 621.649 647.744
Utlan 2. vedraettur, brutto /
Loans 2 priority, gross 230.124 324.510 317.795 291.953  318.269
Lansbrav /
Bondss 219.521 146.074 100.204  193.189  153.302
Ogn til samans /
Total assets 1.132.275 1.109.841 1.115.886 1.105.729 1.117.305

Havudsgrunnur /
Main fund 758.000 726.000 759.000  748.000  723.000

Eginpeningur /
Equity 844.468 818.747 859.052  846.202  821.271

Langfreistad skuld /
Non-current liabilities 287.237 287.898 212.637 46.501 210.529

Stuttfreistad skuld /
Current liabilities 570 3.196 44.197  213.026 85.505




LYKLATGL / KEY FIGURES

2017/ 2016/ 2015/ 2014/ 2013/

2018 2017 2016 2015 2014
Ognaravkast / Return on net assets 2,7% 2,8% 2,6% 2,7% 3,3%
Eginpeningspartur / Equity ratio 74,6% 73,8% 77,0% 76,5%  73,5%
Eginpeningsavkast / Return on equity 3,1% -4,8% 1,5% 3,0% 4,0%
Eykagrunnar i mun til Gtlan /
Reserves as a ratio of loans Min. 10% 10,6% 10,1% 10,2% 11,2% 10,6%
Eykagrunnar i mun til skuld /
Reserves as a ratio of liability Min. 20% 30,0% 31,9% 39,0% 37,8% 33,2%

Skuld i mun til havudsgrunn /
Liability as a ratio of the main fund Max. 500% 38,0% 40,1%  33,8% 34,7%  40,9%

Haegst loyvda Gtlan til ein lantakara ella bolk (mié.kr.) /
Max. loan amount for a single borrower or group 211 205 215 212 205
(DKK millions)

Utrokning av lyklatglum / Key figure calculations

Ognaravkast / Return on net assets Urslit 48renn nidurskrivingar / Result before provisions x 100
Ogn til samans / Total assets

Eginpeningspartur / Equity ratio Eginpeningur, ultimo / Equity, year end x100
Ogn til samans, ultimo / Total assets, year end

Eginpeningsavkast / Return on equity Arsurslit / Annual result x 100
Eginpeningur, arsmidal / Equity in average

Fragreiding til lyklatalsutrokningar / Explanation to calculation of key figures
[ utrokningini av lyklatalum verda nettoutlan adrenn nidurskrivingar nytt /
When calculating the key figures, nett loans before write downs are used.




LEIDSLUFRAGREIDING

Faroya Realkreditstovnur er ein sjalvsognarstovnur, hvars virksemi er skipad smb. lggtingslég nr. 75 fra
5. november 1998 sum seinast broytt vid l6g nr. 123 fra 7. desember 2012. Stovnurin verdur stjérnadur
av eini trimannastjorn, id verdur tilnevnd av landsstyrismanninum f figgjarmalum. Stjérnin verdur vald
fyri 5 ar i senn. Stjérnin hevur saman vid undirstjoranum dagligu leidsluna av stovninum um hendi.
Sambeaert I6gum og vidtakum stovnsins verdur rakstrarurslitid flutt til eginognina. Verdur stovnurin avtikin,
verdur vid lggtingslég tikin avgerd um, hvat ognir stovnsins skulu brukast til.

Endamal
Endamal stovnsins er at veita lan vid ved i fiskifarum, farmaskipum, ferdamannaskipum, flétandi eindum,
fagrum { fralandavinnu og fiskaaling vid heimstadi i Faroyum.

Hovudsvirksemi

Havudsvirksemi stovnsins er at veita figging til skip i fgroyska flotanum. Figgingin verdur veitt méti, at
Realurin faer 1. og 2. vedreett i teimum skipum, sum figging verdur veitt til. Vid roknskaparéarslok 31.
mars 2018 hevdi stovnurin Utlan, hvers havudsstélur var upp & 1.230,1 mid.kr., sum vid avdrattum er
komin nidur & 866,7 mid.kr. Vid roknskapararslok voru 11,2 mid.kr. i eftirstgdum av terminsgjaldum.

Umsoknir

16 1an vid eini samladari upphaadd & 21,8 mid.kr. eru veitt i roknskapararinum 2017/18, av hesum eru
12 nygg;j lan svarandi til 11,8 mié.kr. og fyra umfiggjad lan svarandi til 10,0 mié.kr. Fimm lan vid eini
samladari upphaedd & 36,2 mid.kr. vordu afturgoldin, 4drenn lanitidin var Gti.

Byti millum utlansbélkarnar

Realurin ynskir at minka um vadan vid at hava eitt ngktandi byti millum Gtlansbélkarnar. Teir starstu
bolkarnir eru trol- og nétaskip, isfiskatrolarar, supplyskip og verksmidjutrolarar. Tey samladu Gtlanini eru
minkad vid 179 mid.kr. ella 17% i roknskapinum 2017/2018. Starsta minkingin er hja supply skipum
og raekjutrolarum. Orsgkin er sanering av supplyskipum, med&an ein raekjutrolari er seldur av landinum.
Tad eru bara veittar 21,8 mié.kr. i nyggjum lanum, so restin av minkingini stava fra vanligum avdratti.
isfiskatrolararnir, sum hava havt tad trupult i négv ar, er na ikki longur tann stersti bélkurin. [ 2011/2012
var hesin bélkurin 36% av samladu Utldanunum, men er nd minkadur til 22%.

Utlanini kunnu bolkast soleidis:

Mié. DKK 2017/18 2016/17 2015/16 2014/15
isfiskatrolarar 195 22% 214 20% 243 24% 246 27%
Frystitrolarar 39 5% 43 4% 54 5% 59 6%
Linu- og garnaskip 44 5% 47 5% 77 6% 60 7%
Raekjutrolarar 3 0% 39 4% 40 4% 36 4%
Verksmidjutrolarar 119 14% 140 13% 149 14% 86 9%
Trol- og notaskip 237 28% 265 26% 208 21% 162 18%
Utrodrarbatar 10 1% 6 1% 7 1% 6 1%
Fraktskip 52 6% 56 5% 12 1% 14 2%
Supplyskip 139 16% 203 19% 200 20% 205 22%
Fer&amannaskip 29 3% 33 3% 37 4% 41 4%
867 100% 1.046 100% 1.027  100% 915  100%




MANAGEMENT'S REVIEW

The Faroese Shipfinancing Fund is a self-qoverning institution. The Fund’s activity is organized as
prescribed in act no. 75 of the Lagting (Faroese Parliament) from 5 November 1998, latest modified with
act no. 123 from 7 December 2012. The Board of Directors consists of 3 persons appointed by the
Minister of Finance. The board is elected for a five years period. The Board of Directors and the Deputy
Director carry on the daily management of the Fund. According to acts and articles of association the
annual result is transferred to the equity. If the Fund is to be abolished, an act of Parliament will decide
what the Funds assets are to be used to.

Purpose
The purpose of the Fund is to grant loans with security in fishing vessels, cargo boats, passenger ships,
floating entities, vessels in the offshore industry and fish farming with domicile in Faroe Islands.

Main activity

The Fund'’s main activity is providing finance to Faroese ships. Loans are granted with first and second
priority mortgages in the ships that are financed. The principal of the Fund's loans as at 31 March 2018
was DKK 1,230.1 million, which with paid instalments amount to DKK 866.7 million. By the close of the
accounting year, DKK 11.2 million of the mortgage payments were overdue.

Loan applications

Sixteen loans, with a total amount of DKK 21.8 million, have been granted during the accounting year
2017/18. Twelve of these loans with a total amount of DKK 11,8 million are new loans, and four are
refinanced loans with a total amount of DKK 10.0 million. Five loans amounting to DKK 36,2 million
were repaid before maturity.

Loans divided between groups of ships

The Fund aims at minimizing the risk by having a spread among groups of loans. The most significant
groups are trawl and purse seiners, fresh fish trawlers, supply ships and factory trawlers. During the
accounting year 2017/2018 the total loans have decrease by DKK 179 million corresponding to 17%.
The most significant decrease is with supply ships and factory shrimpers. The reason is reconstructuring
of supply ships and that one factory shrimper has been sold abroad. Only DKK 21.8 million have been
granted in new loans, the rest of the decrease is a result of repayments. Fresh fish trawlers, which have
had some difficult years, are no longer the biggest single group. In 2011/2012 this group owned 36%
of the total loans; today they own 22%.

The loans can be divided into groups as follows:

DKK million 2017/18 2016/17 2015/16 2014/15
Fresh fish trawlers 195 22% 214 20% 243 24% 246 27%
Freezer trawlers 39 5% 43 4% 54 5% 59 6%
Long Liners and Gillnetters 44 5% 47 5% 77 6% 60 7%
Factory Shrimpers 3 0% 39 4% 40 4% 36 4%
Factory trawlers 119 14% 140 13% 149 14% 86 9%
Purse seiners/
Pelagic vessels 237 28% 265 26% 208 21% 162 18%
Fishing boats 10 1% 6 1% 7 1% 6 1%
Farming vessels 52 6% 56 5% 12 1% 14 2%
Supply ships etc. 139 16% 203 19% 200 20% 205 22%
Passenger ship 29 3% 33 3% 37 4% 41 4%
867  100% 1,046  100% 1.027  100% 915  100%




LEIDSLUFRAGREIDING

Fiskiskapur og gongdin hja ymsu skipaboélkunum

Fiskiveidan hja heimaflotanum var 99.000 tons i 2017, og er hetta 8.000 tons ella 8% meira enn i 2016.
Virdid a veiduni uppa 959 mid.kr. 1 2017 var 23 mid.kr ella 2% meira enn i 2016. Hoéast broytingarnar
i negd og virdi ikki eru so stérar, eru broytingar imillum fiskaslagini. | negd er uppsjévarfiskiskapurin
gktur vid 8.533 tonsum ella 33%, medan virdid er gkt 45 mid.kr. ella 30%. Annar botnfiskur er gktur
vid 22 mid.kr ella 22%. @kingin stavar fra, at longan er gkt vid 24% i virdi og kongafiskur vid 145% i
virdi og 84% i n@gd. Hini fiskaslggini eru minkad badi i n@gd og virdi. Gkingin av virdinum hja toskinum
upp & 7% stavar fra eini prisgking. Flatfiskurin er minkadur 688 tons ella 12% f n@gd og 30 mid.kr. ella
15% f virdi. Svartkalvin eigur alla minkingina, baedi i nggd og virdi. Upsin er gktur i nagd vid 9%, medan
virdid er lekkad vid 7%. Gulllaksurin er minkadur 11% i n@gd og 15% f virdi.

Ikki sidani 2007 t& id avreidingarvirdid hja heimaflotanum var 1,2 mia.kr., hevur avreidingarvirdid verid
so hggt sum i 2017.

Nagd i tonsum Virdi i 1.000 kr. Midalprisur pr. kg.
Fiskaslag 2017 2016 2017 2016 2017 2016
Toskur 11.463 11.487 220.384 206.489 19,23 17,98
Hysa 3.501 3.950 50.267 56.132 14,36 14,21
Upsi 27.092 24.529 181.772 195.840 6,71 7,98
Annar botnfiskur 9.940 10.746 121.879 120.072 12,26 11,17
Gulllaksur 11.686 13.025 54.775 64.621 4,69 4,96
Flatfiskur 5.528 5.352 164.300 174111 29,72 32,53
Uppsjovarfiskur 25.719 17.186 147.840 103.297 5,75 6,01
Onnur fiskaslag tils. 3.775 4.119 17.745 15.801 4,70 3,84
Veidan til samans 98.704 90.394 958.962 936.363 9,72 10,36

Kelda: Fiskiveidieftirlitid

Tann samlada framgongdin i veiduni fyri heimaflotan er g6d 8 tons ella 9%. Trolararnir hava eina framgongd
upp & 8.741 tons ella 14%. @kingin stavar i hgvudsheitum fra, at veidan eftir uppsjévarfiski er akt.
Utrodrarbatarnir hava havt eina afturgongd upp & 18%. Hja bélkinum garn, trol og skeljabatar er tad bert
trolbatarnir sum hava eina framgongd i n@gd. Framgongdin er 1.845 tons ella 48%.

Nggd i tonsum 2017 2016 2015 2014 2013 2012
Trolarar, botnfiskur 47.300 46.343 45.178 40.986 42.974 49.759
Trolarar, uppsjovarfiskur | 23.524 15.740 22.893 38.638 40.356 20.743
Trolarar til samans 70.824 62.083 68.071 79.624 83.330 70.502
Linuskip 13.457 14.161 13.718 12.791 12.658 15.430
Utrodur 5.035 6.175 6.749 6.460 6.771 7.293
Gern, trol og skeljabatar| 9.388 7.975 7.786 8.758 8.424 10.712

98.704 90.394 96.324 107.633 111.183 103.937

Kelda: Fiskiveidieftirlitid



MANAGEMENT'S REVIEW

Fishery and results for the various groups of fishing vessels

Catches from the domestic fleet in 2017 were about 99,000 tonnes, which is about 8,000 tonnes or
8% more than in 2016. The value of the catch amounting DKK 959 is DKK 23 million or 2% more than
in 2016. Despite the fact that there are almost no changes in quantity and value, there have been
changes in species. In quantity, pelagic fish has increased by 8,533 tonnes or 33% and the value has
increased by DKK 45 million or 30%. Other ground fish species have increased by DKK 22 million or
22%. The increase is caused by the fact that the catches of Ling have increased by 24% in value and
the cathes of Redfish have increased by 145% in value and 84% in quantity. The other species have
decreased both in value and quantity. The increase of 7% in value concerning the Cod derivers from
increase in price. The cathes of flatfish have decreased by 688 tonnes or 12% in quantity and DKK 30
million or 15% in value. The majority of the decrease both what value and quantity is concerned derives
from Greenland Halibut. The cathes of Saithe have increased in quantity by 9% while the value has
decreased by 7%. The Great Silver Smelt has decreased by 11% in quantity and 15% in value.

Not since 2007, when the selling value from catches from the domestic fleet was DKK 1.2 billion, has
the selling value been as high as in 2017.

Quantity in tonnes Value in DKK 1,000 kr. Average price per kg.
Fish species 2017 2016 2017 2016 2017 2016
Cod 11,463 11,487 220,384 206,489 19.23 17.98
Haddock 3,501 3,950 50,267 56,132 14.36 14.21
Saithe 27,092 24,529 181,772 195,840 6.71 7.98
Groundfish 9,940 10,746 121,879 120,072 12.26 11.17
Silver smelt 11,686 13,025 54,775 64,621 4.69 4.96
Flat fish in total 5,528 5352 164,300 174,111 29.72 32.53
Pelagic fish 25,719 17,186 147,840 103,297 5.75 6.01
Other fish species 3,775 4,119 17,745 15,801 4.70 3.84
Catch in total 98,704 90,394 958,962 936,363 9.72 10.36

Source: Faroese Statistics Bureau

The total increase in catches from the domestic fleet is approx. 8 tonnes or to 9%. The trawlers have
had an increase of 8,741 tonnes or 14%. The increase mainly comes from increase of cathes of pelagic
species. The fishing boats have a decline of 18%. In the group Gillnetters, trawl- and shell boats only
the small trawlers have had an increase in quantity. The increase is 1,845 tonnes or 48%.

Quantity in tonnes 2017 2016 2015 2014 2013 2012
Trawlers, groundfish 47,300 46,343 45,178 40,986 42,974 49,759
Trawlers, pelagic fish 23,524 15,740 22,893 38,638 40,356 20,743
Trawlers in total 70,824 62,083 68,071 79,624 83,330 70,502
Long liners 13,457 14,161 13,718 12,791 12,658 15,430
Fishing boats 5,035 6,175 6,749 6,460 6,771 7,293
Gillnetters, trawl-
and shell boats 9,388 7,975 7,786 8,758 8,424 10,712
98,704 90,394 96,324 107,633 111,183 103,937

Source: The Faroe Islands Fisheries Inspection
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LEIDSLUFRAGREIDING

Ta starstu framgongdina i virdi hja heimaflotanum hevur bolkurin garn, trol og skeljabatar. @kingin er
24 mid.kr. og stavar fra, at trolbatarnir hava eina gking upp a 25,5 mié.kr., medan hinir i bélkinum hava
eina litla afturgongd. Linuskipini hava eina gking upp 4 6,5 mié.kr., medan trolararnir hava eina gking
upp & 4,8 mid.kr. Hja trolarunum stavar gkingin fra, at virdid av uppsjovarfiskinum er gkt 39,6 mioé.kr.
ella 42%, medan tey vanligu botnfiska slagini eru laekkad vid 34,8 mio.kr. ella 8%. Utrédrarbatarnir hava
havt eina laekking upp & 12,7 mié.kr. ella 14%.

Negd 1 1.000 kr.

Reidskapur 2017 2016 2015 2014 2013 2012
Trolarar, botnfiskur 402.493  437.289 436.185 354.520 332.916 414953
Trolarar, uppsjévarf. 134.525 94.969 114.822 144.645 117.519 84.341
Trolarar til samans 537.018 532.258 551.007 499.165 450.435 499.294
Linuskip 236.183  229.680 223.239 174.394 144.702 193.015
Utrédur 75.657 88.363 94.014 90.016 82.187 93.477
Ggrn, trol og skeljab. | 110.105 86.062 68.876 64.067 59.816 80.480

958.963 936.363 937.136 827.642 737.140 866.266

Kelda: Fiskiveidieftirlitid

Nagd i tonsum Virdi i 1.000 kr. Midalprisur pr. kg.

Fiskaslag 2017 2016 2017 2016 2017 2016
Makrelur 77.728 72.105 560.940 522.493 7,22 7,25
Sild 99.871 51.095 371.474 371.641 3,72 7,27
Svartkjaftur 353.313 274.855 508.247 592.724 1,44 2,16
Lodna o.a. 16.127 17.060 85.696 70.006 5,31 4,10
Nota- og

idnadarskip tils. 547.039 415.115 1.526.357 1.556.864 2,79 3,75
Heimaflotin 98.704 90.394 958.962 936.363 9,72 10,36
Raekjuskip 4.369 3.868 88.096 107.541 20,16 27,80
Flakatrolarar, lidugv. 18.125 18.884 493.809 446.078 27,24 23,62
Veidan tilsamans 668.237 528.261 3.067.224  3.046.846 4,59 5,77

Kelda: Fiskiveidieftirlitid

Virdid av veiduni hja heimaflotanum er minkad nogv tey seinastu arini i mun til tann samlada fiskiskapin.
[ 2008 og 2009 var veidan hja heimaflotanum 50% av fiskiskapinum. Sidani ta hevur virdi® verid javnt
fallandi. 2015 seer falli® Ut til at vera stedgad, ti ta er veidan hja heimaflotanum 31%. [ 2017 er Gtflutn-
ingurin hja heimaflotanum 37% av ti samlada fiskautflutninginum. Henda @king stavar fra, at laksa-
atflutningurin er laekkadur vid gédum 800 mid.kr.



MANAGEMENT'S REVIEW

The most significant increase in value concerning the domestic fleet has the group of gillnetters, trawi-
and shell boats. The increase amounts to DKK 24 million and is due to the fact that the small trawlers
have had an increase of DKK 25.5 million, while the rest of the group has had a slight decline. The long
liners have had an increase of DKK 6.5 million while the trawlers have had an increase amounting to
DKK 4.8 million. As to the trawlers the increase is due to an increase in the value of pelagic fish of DKK
39.6 million or 42% while other ground fish species have had a decline in value amounting DKK 34.8
million or 8%. The fishing boats have had a decline of DKK 12.7 million or 14%.

Value in DKK 1,000

Equipment 2017 2016 2015 2014 2013 2012
Trawlers, ground fish 402,493 437,289 436,185 354,520 332,916 414,953
Trawlers, pelagic fish 134,525 94,968 114,822 144,645 117,519 84,341
Trawlers in total 537,018 532,258 551,007 499,165 450,435 499,294
Long liners 236,183 229,680 223,239 174,394 144,702 193,015
Deck boats 75,657 88,363 94,014 90,016 82,187 93,477
Gillnetters trawls
and shell boats 110,105 86,062 68,876 64,067 59,816 80,480
958,963 936,363 937,136 827,642 737,140 866,266

Source: The Faroe Islands Fisheries Inspection

Quantity in tonnes Value in DKK 1.000 Average price per kg.
Total catches 2017 2016 2017 2016 2017 2016
Mackerel 77,728 72,105 560,940 522,493 7.22 7.25
Herring 99,871 51,095 371,474 371,641 3,72 7,27
Blue whiting 353,313 274,855 508,247 592,724 1,44 2,16
Capelin 16,127 17,060 85,696 70,006 531 4,10
Pelagic fish in total 547,039 415,115 1,526,357 1,556,864 2.79 3.75
Inshore fleet 98,704 90,394 958,962 936,363 9,72 10.36
Shrimp trawlers 4,369 3,868 88,096 107,541 20.16 27.80
Factory trawlers,
round fish & fillets 18,125 18,884 493,809 446,078 27,24 23.62
Total catches 668,237 528,261 3,067,224 3,046,846 4.59 5.77

Source: The Faroe Islands Fisheries Inspection

The value of the catches from the domestic fleet has decreased considerably in resent years relative to
the total catch. In 2008 and 2009 the catch from the domestic fleet was 50% of the total catch. Since
then the value has declined steadily. However, it seems like the decline has stagnated in 2015 when it
was 31% of the total catches. In 2017 the domestic fleet represents 37% of the total fish export. This
increase is due to the fact that the export of salmons has declined by approx. DKK 800 million.
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LEIDSLUFRAGREIPDING

Tann samlada veidan hja noéta- og idnadarskipum er gkt vid 131.924 tonsum ella 32%, medan virdid er
minkad vid 30,5 mid.kr. ella -2%. Medalprisurin er minkadur vid 96 oyrum, sum svarar til 26%. Tad eru
stérar broytingar millum tey ymsu fiskaslagini. Sildin er gkt vid 48.776 tonsum, medan virdid er ébroytt,
ti prisurin er fallin Ur 7,27 kr/kg i 2016 nidur & 3,72 kr/kg i 2017. Eitt fall i prisinum upp & 49%.
Svartkjafturin er gktur vid 78.458 tonsum ella 29%, medan virdid er fallid vid 84,5 mio.kr. ella 14%.

Hja raekjuskipunum minkadi nggdin av raekjum 37 tons og virdid 24,6 mié.kr. Hesin bélkurin hevur eisini
fiskad 872 tons vid einum virdi & 5,2 mid.kr. av gdrum fiski { 2017. Tad er nu bara eitt raekjuskip eftir i
Faroyum, eftir at eitt skip bleiv selt av landinum { juni 2017.

Hja flakatrolarum er samlada nggdin minkad vid 760 tonsum, medan virdid er gkt vid 47,7 mid.kr. ella
11%. [ yvirlitinum fyri 2016 eru 2.863 tons av makreli vid einum virdi & 17,6 mié.kr. froknad. Um makrel-
urin verdur tikin ar yvirlitinum fyri 2016, er gkingin 2.103 tons ella 13% svarandi til 65,3 mid.kr. ella
15%.

Utflutningur av fiski  1.000 kr.

2017 2016 2015 2014 2013 2012
Makrelur 854.423  995.379 862.000 884.384 814.474 826.751
Sild 484.271  401.886 471.812 290.656 410.093 329.303
Svartkjaftur 161.357  167.544 161.357 123.226 152.049 173.433
Uppsjovarfiskur tils. [ 1.500.051 1.564.809 1.495.169  1.298.266 |1.376.616 1.329.487
Laksur og sil 2.804.721 3.661.253 2.799.279 2.950.811 |2.458.994 1.822.709
Annar fiskur 2.577.606 2.443.226 2.401.267  1.930.454 |1.965.291 1.883.904
Utflutningur av
fiski til samans 6.882.378 7.669.288 6.695.715 6.179.531 |5.800.901 5.036.100
Annar fiskur i % 37 32 36 31 34 37

Kelda: Hagstova Fgroya

Tann minkadi tradionelli fiskiskapurin saest eisini aftur i Gtflutinigstalunum. { 2010 var tann traditionella
fiskiveidan 51% av ti samlada fiskautflutninginum. [ 2017 er Gtflutningurin gktur vid 2,4 mia.kr. i mun
til 2010. { virdi er tann traditionella fiskivei®an gkt vid 348 mié.kr. fyri sama tidarskeidid, og er hon nu
37% av fiskautflutninginum.

Hvussu 2018 kemur at roynast er ilt at siga enn, men tann vanaliga gongdin hja heimaflotanum saer Ut
til at vera stedgad. Tad er ein framgongd upp 4 11% i nggd og 9% i virdi av botnfiski teir fyrstu 4
manadirnir i ar i mun til i fjgr. Sambaert uppgerd fra Fiskiveidueftirlitinum (uttan uppsjévarfisk) fyri tidar-
skeidid 1. januar til 30. april 2018 fiskadi heimaflotin 26.345 tons iméti 23.726 tonsum sama tidarskeid
i figr. Veiduvirdid 1. januar til 30. april 2018 var 312 mid.kr. imoti 287 mid.kr sama tidarskeid | fjgr. Verdur
hetta gongdin restina av arinum, kemur veiduvirdid hja heimaflotanum at liggja & sama stadi sum i 2017.
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The total catch from purse seiners and industry vessels has increased by 131,924 tonnes or 32% while
the value has decreased by DKK 30.5 million, corresponding to -2%. The average price has declined by
DKK 0.96 corresponding to 26%. There are big changes between the different fish species. The cathes
of herring have increased by 48,776 tonnes while the value has not changed as the price has declined
from DKK/kg. 7.27 in 2016 to DKK/kg. 3.72 in 2017 corresponding to a decline in price of 49%. The
cathes of blue whiting have increased by 78.458 tonnes or 29% while the value has decreased by DKK
84.5 million corresponding to 14%

For the shrimp trawlers, the quantity has decreased by 37 tonnes and the value decreased by DKK 24.6
milllion in 2017. This group has also catched 872 tonnes of other species with a value of DKK 5.2 million
in 2017. There is only one factory shrimper left in the Faroe Islands today, as one was sold abroad in
June 2017.

For the factory trawlers the total quantity has decreased by 760 tonnes while the value has increased
by DKK 47.7 million corresponding to 11%. The table for 2016 includes 2,863 tonnes of mackerel
corresponding to a value of DKK 17.6 million. If the mackerel is excluded from the 2016 tabel there is
an increase of 2,103 tonnes or 13% corresponding to an increase of DKK 65.3 million or 15% in value.

Export in DKK thousand

2017 2016 2015 2014 2013 2012
Mackerel 854,423 995,379 862,000 884,384 814,474 826,751
Herring 484,271 401,886 471,812 290,656 410,093 329,303
Blue whiting 161,357 167,544 161,357 123,226 152,049 173,433
Pelagic fish in total | 1,500,051 1,564,809 | 1,495,169  1,298266 | 1,376,616 1,329,487
Salmon and trout 2,804,721 3,661,253 | 2,799,279 2,950,811 2,458,994 1,822,709
Other species 2,577,606 2,443,226 | 2,401,267 1,930,454 | 1,965,291 1,883,904
Total export of fish 6,882,378 7,669,288 | 6,695,715 6,179,531 5,800,901 5,036,100
Other species in % 37 32 36 31 34 37

Source: Faroe Statistic Bureau

The decline in the traditional catches shows in the export figures. In 2010 the traditional catches
represented 51% of the total fish export. In 2017 the export has increased by DKK 2.4 billion compared
to 2010. In value the traditional catches have increased by DKK 348 million for the same period and
now represent 37% of the total fish export.

It is difficult to predict how 2018 will turn out, but it seems that the poor course for the domestic fleet
is stagnated. There is an increase of 11% in quantity and 9% in value in the catches of ground fish the
first four months this year compared to last year. According to The Faroe Islands Fisheries Inspection, the
domestic fleet’s catches (excluding pelagic fish) were 26,345 tonnes in the period 1 January — 30 April
2018 compared to 23,726 tonnes for the same period last year. The value of the catches in the period
1 January to 30 April 2018 was DKK 312 million compared to DKK 287 million for the same period last
year. If this trend continues throughout the year, the value of the catches from the domestic fleet will
be at the same level as last year.
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Millumtjéda avtalur eru gjardar fyri flest all fiskaslag. Faroyar, ES og Noreg hava asett heildarkvotuna av
makreli til 816.797 tons, har parturin hja Fgroyum er 102.924 tons. Hetta er ein laekking upp & 20%.
Ongin avtala er gjerd fyri sild og svartkjaft. Fgroyar hevur asett saer eina kvotu upp 4 493.081 tons av
svartkjafti, sum er ein gking upp & 3,4% og 88.350 tons av nordhavssild sum er ein laekking upp 4 30%.
Sjalvt um nggdin nétaskipini fiskadu i 2017 gktist 31% minkadi virdid vid 44 mié.kr. Hgvudsorsgkin var,
at prisurin fyri sild laekkadi 49% og fyri svartkjaft 33%.

Avtalan vid Russland er nakad verri fyri Fgroyar i ar. Avtalan ber { saer, at Fgroyar fda 16.800 tons av toski,
1.680 tons av hysu, 900 tons av flatfiski og 5.000 av raekjum. Russland faer hinvegin 81.000 tons av
svartkjafti, 13.600 tons av makreli og 500 tons av djupvatnsfiski. Fgroyar faa 2.650 tons minni av toski
og hysu, medan Russland faer 400 tons minni av makreli og faer sum nakad nytt 500 tons av djupvatnsfiski.
Faroyar kann fiska 3.755 tons av toski og 325 tons av hysu av kvotuni i norskum sjégvi.

Avtalan vid ES likist avtaluni fra 2017. Kvotan av hvitingsbrodir er minkad vid 3.300 tonsum, sum er tad
sama, sum hon gktist vid i 2016. Tad, sum londini kunnu fiska av makreli hja hvarjum @drum, er laekkad
{ mun til tad heildarkvotan er minkad. NG kunnu fiskast 30.877 tons av makreli hja hvarjum adrum.

Avtalan vid [sland fyri botnfisk upp & 5.600 tons er tann sama sum i 2017, medan lodnan er laekkad vi®
5.000 tonsum, og er nu 25.000 tons. fsland missir sini 2.000 tons av heystgitandi sild.

Javnvagin { avtaluni vi® Noreg er gkt eitt sindur i 2017. Fgroysk skip faa 4.640 tons av toski, 1.075 tons
av hysu, 500 tons av upsa og 200 tons av gdrum fiskaslagum. Harumframt hava faroysk skip loyvi at
fiska 3.755 tons av toski og 325 tons av hysu, sum er fingin til vega i avtaluni vid Russland, i norskum
sjogvi. Toskakvotan vid Svalbard verdur 1.576 tons umframt 3.807 tons av @&rum fiskaslegum. Norsk
skip faa loyvi at fiska 2.200 tons av longu og blalongu, 1.800 tons av brosmu, 150 tons av upsa, 5.979
tons makrel og 800 tons av gdrum fiskaslagum.

Avtalan vid Granland er & lei® tann sama sum undanfarna ar. Fgroyar faa 1.425 tons av toski, 450 tons
av svartkalva og 475 tons av brosmu, medan Grgnland faer 16.000 tons svartkjafti og 2.500 tons av
nordhavssild. Tann samlada veidan hja fgroyingum av botnfiski er nt 2.325 tons. Harafturat er eitt
royndarloyvi eftir krabba upp 4 500 tons.

Toskafiskiskapurin vid Flemish Kap hevur havt stéran tydning fyri linuskipini tey sidstu arini. Tann fgroyska
kvota fyri 2018 er 2.491 tons. Hetta er ein laekking upp & 653 tons ella 21%.
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International agreements have been made for most of the fish species. Faroe Islands, EU and Norway
have set the total quota of mackerel to 816,797 tonnes, of which the Faroese part is 102,924 tonnes,
which is a decrease of 20%. No agreement has been made for Herring and Blue Whiting. Faroe Islands
have set their own quota of 493,081 tonnes of Blue Whiting, which is an increase of 3.4% and 88,350
tonnes of Scandi Atlantic herring, which is a decrease of 30%. Even though the catches of the purse
seiners increased by 31% in 2017 the value decreased by DKK 44 million. The main reason is a price
decline of 49% of herring and 33% of blue whiting.

The agreement with Russia is @ somewhat worse compared to last year. The agreement includes that
the Faroe Islands get 16,800 tonnes of cod, 1,680 tonnes of haddock, 900 tonnes of flat fish and 5,000
tonnes of shrimps. Russia on the other hand gets 81,000 tonnes of blue whiting, 13,600 tonnes of
mackerel and 500 tonnes of deep sea fish species. Faroe Islands get 2,650 tonnes less of cod and had-
dock while Russia gets 400 tonnes less of mackerel, but, as something new, gets 500 tonnes of deep
sea fish species. Faroe Islands can catch 3,755 tonnes of cod and 325 tonnes of haddock of the quota
in Norwegian Sea.

The agreement with EU is similar to the agreement from 2017. The quota of Norway Pout has decreased
by 3,300 tonnes, which is the same quantity as it was increased by last year. The quantity of mackerel
that countries can catch in each other’s waters has decreased accordingly to the decrease in the total
quota. Now 30,877 tonnes of mackerel can be cached each other’s waters.

The agreement with Iceland for groundfish is similar to the agreement from last year, which is 5,600
tonnes while the catches of capelin have decreased by 5,000 tonnes and is 25,000 tonnes today. Iceland
looses the right to 2,000 tonnes of autumn spawning herring.

The balance in the agreement with Norway has increased slightly in 2017. Faroese trawlers are now
allowed to catch 4,640 tonnes of cod, 1,075 tonnes of haddock, 500 tonnes of saithe and 200 tonnes
of other species. Additionally, Faroese trawlers have the right to catch 3,755 tonnes of cod and 325
tonnes of haddock in Norwegian waters, a right they have achieved in connection with the agreement
with Russia. The cod quota at Svalbard will be 1,576 tonnes in addition to 3,807 tonnes of other species.
Norwegian trawlers are allowed to catch 2,000 tonnes of ling and blueling, 1,800 tonnes of tusk, 150
tonnes of saithe, 5,979 tonnes of mackrel and 800 tonnes of other species.

The agreement with Greenland is almost similar to the one of last year. The Faroe Islands now have the
right to catch 1,425 tonnes of cod, 450 tonnes of Greenland halibut and 475 tonnes of tusk while
Greenland on the other hand gets 16,000 tonnes of Greenland halibut and 2,500 tonnes of Scandi
Atlantic herring. The total Faroese quota for ground fish is now 2,325 tonnes. Additionally, there is a
trial quota of 500 tonnes of crab.

Cod fishing on the Flemish Cap has been of great importance to long liners during the last years. The
Faroese quota for 2018 is 2,491 tonnes, which is a decrease of 653 tonnes or 21%.
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Fralandavinnan

| leidslufragreidingini fyri 2016/17 skrivadu vit um truplu steduna, gll oljuvinnan var komin f, eftir at
oljuprisirnir véru falnir munandi, og at tad hevdi eydnast starsta felagnum f fralanda vinnuni i Fgroyum,
at faa avtalu f lag vid figgingarstovnarnar um partvis rentu og avdrattarskaa. Avtalan tryggjadi felagnum
nyggjan kapital og lan upp & 30 mié.kr. Avtalan skuldi galda til 30. juni. 2018. St@dan hevur stabiliserad
seg nakad, men 4 einum négv laegri stadi. Hetta hevur vidfert stérar broytingar i vinnuni. Felgg eru farin
& husaganga og onnur eru lggd saman, har figgjarstovnarnir hava verid noyddir at avskriva munandi,
treytad av at nyggjur peningur er komin i felggini. Hetta hevur gjert, at gamla avtalan ikki var ngktandi
longur. Eftir drigvar samradingar vid figgingarstovnarnar, var® nyggj avtala gjerd tann 27. juni 2017.
Avtalan bar i szer, at verandi partapeningur vard nidurskrivadur til 0, at nyggjur kapitalur upp & gédar
25 mid.kr. vard teknadur og 2. og 3. vedraettarlan vordu nidurskrivad vid 65% moti at faa 15% i parta-
peninginum. Parturin av nidurskrivingin av 2. vedraetti hja Realinum var 62 mié.kr.

Ferdamannaskip

Realurin fekk i 2011 heimild at figgja ferdamannaskip. | samband vi® at Smyril Line fekk nyggjan egin-
pening, jattadi Realurin at vera partur i figgingini. Felagid hevur eisini Gtvegad seer 3 fraktskip, har
Realurin er vid i figgingini av ti eina. Tad hevur gingid veel hja felagnum, og i 2017 hevdi felagid eitt
nettourslit upp & 46 mid.kr. og eina eginogn upp & 262 mid.kr.



MANAGEMENT'S REVIEW

The offshore industry

In the management report for 2016/2017 we described the difficult situation the entire oil industry had
suffered after oil prices had fallen drastically and that the largest Faroese offshore company managed
to get an agreement with the financial institutions for partial deferment of interest and repayment. The
agreement secured the company new capital and loans of DKK 30 million. The agreement should be
valid until 30 June 2018. The situation has stabilized somewhat, though at a much lower level. This has
led to major changes in the offshore industry. Companies have gone bankrupt and others are merged,
where financial institutions have had to write off large shares, conditioned by new capital to the coma-
panies. This lead to that the agreement no longer was sufficient. After long neqotiations with financial
institutions a new agreement was entered on 27 June 2017. This new agreement meant that share
capital was reduced to 0 and that new share capital of DKK 25 million was subscribed and 2nd and 3rd
priority loans were written down by 65% against getting 15% of the share capital. The write down for
the Fund on 2nd priority loans was DKK 62 million.

Passenger ships

In 2011 The Faroese Ship Financing Fund obtained the authority to finance passenger ships, and in
connection with the increase of equity of Smyril Line, the Fund agreed to be part of the financing. Smyril
Line has purchased three cargo ships in which the Fund has been part of financing one. The operation
of Smyril Line has been good, and in 2017 the company made a profit of DKK 46 million and had an
equity of DKK 262 million.
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ARSROKNSKAPURIN 2017/2018

Urslitid
Urslit &drenn nidurskrivingar og stadfest tap upp & Gtlan er 31,1 mié.kr., sum er 0,5 mié.kr. haagri enn
i 2016/17. Havudsmunurin stavar fra, at rentuinntakurnar eru 0,3 mio.kr. haegri.

T4 id nidurskrivingar og skattur eru drigin fra, er arsurslitid 25,7 mié.kr., sum er 66 mié.kr. haegri enn i
2016/17.

Nidurskrivingar til tap upp a utlan

Stjornin hevur afturfert 74,1 mid.kr. av verandi nidurskrivingum til tap upp & Utldn orsakad av, at tapini
eru realiserad. Hinvegin er nidurskrivingin til tap upp & onnur utlan gkt vid 1,5 mid.kr. Soleidis eru
samladu nidurskrivingarnar til tap upp a utlan 54,4 mié.kr. tann 31. mars 2018.

Stjornin metir, at soleidis sum pantini hja Realinum eru samansett vid eini avisari spjading millum
ymsu slagini av skipabélkum, so er nég mikid lagt upp fyri héttandi tapum. [ &r eru afturferdar 72,5 mi6.
kr. netto, orsakad av at tap eru realiseradi i 4r. Tann samlada avsetingin tann 31. mars 2018 er 54,4
mid.kr.

Eftirstg®urnar eru 11,2 mio.kr. tann 31. mars 2018 svarandi til 1,38% av samladu nettoutlanunum.

Eginpeningurin

Eginpeningurin vaks vid 25,7 mid.kr. til 844,5 mid.kr. i roknskapararinum 2017/18. Hgvudsgrunnurin var
vid roknskapararsbyrjan 726 mié.kr. og eykagrunnurin 92,7 mié.kr. Vid roknskapararsenda var hgvuds-
grunnurin 758 mid.kr. og eykagrunnurin 86,5 mid.kr.

Upphaeddin i eykagrunninum pr. 31. mars 2018 var 86,5 mié.kr., svarandi til 30,0% av skuld stovnsins.

Lyklatel og soliditetur

Ognaravkastid var 2,7%, sum er aleid tad sama sum seinasta roknskaparar, ta id tad var 2,8%. Rentingin
av eginognini var 3,1% i farna ari, og er tad vael haegri enn arid fyri, ta tad var -4,8%. Eykagrunnar settir
i mun til utlanini voru 10,6%. Seinasta roknskaparar var prosenti® 10,1%.



MANAGEMENT'S REVIEW

ANNUAL REPORT 2017/2018

Result
The result before write downs on loans and realized losses is DKK 31.1 million, which is DKK 0.5 million
higher than in 2016/17. The main difference is due to higher interest income of DKK 0.3 million.

After deduction of write-downs and taxes, the result is DKK 25,7 million, which is DKK 66 million higher
than in 2016/17.

Provision on bad loans

Because of realized losses the management has reversed DKK 74,1 million of the provision for bad debt.
On the other hand, provisions for bad debt for other loans have increased by DKK 1.5 million, so that
the total provisions for bad debt add up to DKK 54.4 million as at 31 March 2018.

The management is of the opinion that when taking into account the composition of the Fund's securities
which are dispersed between the various groups of ships, the provisions for bad loans should hold up
aqgainst any possible losses. This year DKK 72.5 million, net, have been reversed due to realized losses.
The total provison on bad loans as at 31 March 2018 amounts to DKK 54.4 million.

Payments overdue amount to DKK 11.2 million as at 31 March 2018 corresponding to 1.38% of total
loans.

Equity

The Fund's equity increased by DKK 25.7 million to a total of DKK 844.5 million in the accounting year
2017/2018. At the beginning of the year, the Main Fund was DKK 726 million and the Reserve Fund
was DKK 92.7 million. At the end of the year, the Main Fund was DKK 758 million and the Reserve
Fund amounted to DKK 86.5 million.

As at 31 March 2018, the Reserve Fund had a total sum of DKK 86.5 million, corresponding to 30.0%
of the Fund's total debt.

Key figures and solidity

Return on net assets was 2.7%, which is about the same as last year when it was 2.8%.

The return on equity was 3.1%, which is considerably higher than last year when it was -4.8%.
Reserve Funds as part of loans are 10.6%. Last year is was 10.1%
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Soliditetur stovnsins maldur sum samladi eginpeningur i lutfalli av:
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2017/18 2016/17 2015/16
Samladu skyldum 293% 281% 335%
Samladu lanum og eftirstgdum 103% 88% 87%

Soliditeturin sigur nakad um, at stovnurin framvegis hevur orku til at vera vid i figgingini av nyutvegan
0g nymotansgerd av fiskiferum og @drum flétandi eindum, og tad aetlar hann at vera vid til, so leingi
figgjarorkan loyvir ti.

Hendingar eftir roknskapararslok
Ongar hendingar av slikum tydningi, at teer hava avirkan & arsroknskapin hava verid sidani roknskapararslok.

Framtidin

Rentan & altjéda marknadum hevur ligid & einum lagum st@di sidani september 2009. Seinasta rokn-
skapararid og fram til i dag hevur CIBOR rentan 6 manadir ligi® millum - 0,05% og -0,16%. Naestan gll
okkara atlan, sum eru figgjad saman vid @drum figgingarstovnum, eru bundin at cibor rentuni. Tad verdur
ikki veentad teer stéru broytingarnar i rentuni i neermastu framtid.

Sjalvt um Realurin hevur gjert stérar nidurskrivingar til tap upp a utlan til feleg f fralandavinnuni, og hetta
ti hevur avirkad raksturin munandi skeiva vegin, so kann gongdin i hesu vinnu eisini i framtidini faa
avirkan & urslitid hja Realinum.

Tad er ringt at meta um avleidingarnar av broytingunum av nyggju fiskivinnuléggavuni, sum kom i gildi
1. januar 2018. Fyri heimaflotan kemur légin ikki i gildi fyrrenn 1. januar 2019. Ein av stéru broytingunum
hja stéru trolara- og linuskipinum er, at farid verdur fra fiskidegum til kvotur. Umrokningin fra fiskidegum
til kvotur kemur at merkja, at summi skip verda verri fyri eftir ti nyggju 16gini, ti tad f sterri mun verdur
tikid haedd fyri braktum degum. | &r er tad nétaflotin og trolararnir, sum fiska i Barentshavinum sum
koma at merkja broytingarnir i l6gini. Hja notaflotanum er tad serliga nidurgongdin i kvotunum av
makreli og sild, sum koma at gera tann stéra munin. Tad tykist, at prisirnir, sum hava verid i uppbodssaluni
i ar, hava verid i haegra lagi. Login &setir nakrar karmar, men enn eru ikki allar kunngerdir lystar, so
greidast kann faast 4, hvussu 16gin kemur at virka i veruleikanum. Tad, at raettindir ni koma at liggja hja
einum felag og ikki & skipinum, kemur at gera, at tad verdur torfgrari at faa figging fra lanveitaranum.

Leidslan metir, at urslitid fyri 2018/2019 adrenn nidurskrivingar og skatt kemur at liggja nakad laegri enn
 2017/2018 grundad & leekkandi rentustadi.



MANAGEMENT'S REVIEW

The solidity of the Fund measured as the equity in proportion to:

2017/18 2016/17 2015/16
The total debt of the Fund 293% 281% 335%
The total loans of the Fund 103% 88% 87%

The solidity makes it clear that the Fund still has the means to provide financing for new ships and
modernization of existing ships and other floating entities, and the Fund plans to carry on with these
activities as long as the means allow it to do so.

Subsequent events
No events of such importance that have influence on the accounts have occurred since the balance sheet
date.

Future

The interest rate on the world market has been steady on a low level since September 2009. During
the last year and up until today the CIBOR 6 months has been between -0.05% and -0.16 %. Almost
all our lending that is financed together with other financial institutions are linked to the CIBOR interest.
The CIBOR interest is not expected to change much in the near set future.

Although the Fund has made considerable provisions for losses on loans to companies within the offshore
industry, and this thus had significant negative impact on the result, the development within this industry
might affect the Fund’s result somehow in the future.

It is hard to predict which consequences of the new fishing act, which came into force 1 January 2018
will be. For the domestic fleet, the law will not come into force before 1st of January 2019. One of the
major changes concernig the big trawlers and long liners is the switching from fishing days to quotas.
The conversion from fishing days to quotas will mean that some ships will get worse off in accordance
with the new law as the fishing days used are taken into account. This year it will be the purse seiners
and the trawlers who fish in the Barents Sea, which are going to notice the changes in the law.Concerning
the purse seiners the decline in quotas of mackerel and herring will make a big difference. It seems as
the prices which have occured at the auction this year have been on a slightly high level. The new act
has some limits, but not all announcements have been announced yet, so it is difficult to predict how
the law will work in reality. The fact that the fishing rights now belong to a company and not a vessel
will means that it becomes harder to get financing from lenders.

The management expects that the annual result before write downs and tax for 2018/2019 to be slightly
lower than in 2017/2018 due to the declining interest level.
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Stjérnin og varastjérin hava vidgjert og gédkent arsfrasggnina fyri 2017/18 fyri Fgroya Realkreditstovn.

Arsfrasagnin er greidd ur hondum i samsvari vi® International Financial Reporting Standards, sum géd-
kendar av ES umframt iskoytiskrgvunum f fgroysku arsroknskaparlégini.

Vit meta, at nyttu roknskaparreglurnar eru héskandi, soleidis at arsroknskapurin gevur eina raettvisandi
mynd av stovnsins ognum, skyldum og figgjarligu stedu hin 31. mars 2018 umframt av rakstrardrslitinum
0g peningastreyminum hja stovninum fyri roknskapararid 1. april 2017 — 31. mars 2018.
Leidslufragreidingin inniheldur eftir okkara tykki eina reettvisandi fragreiding um virksemid og figgjarligu
vidurskiftini, arsurslitid og figgjarligu stedu stovnsins umframt eina fragreiding um mest eydsyndu
vadarnar og ivamalini, sum stovnurin hevur.

Av ti at stovnurin avleggur arsfrasggn eftir International Financial Reporting Standards, soleidis sum god-
kendar av ES, verda virdisbravini virdisasett til ultimokursir i figgjarsteduni. | § 25 i vidtgkunum um

Feroya Realkreditstovn er asett, at vir@isbraevaognir skulu upptakast til sgguligar midalkursir. Hetta virdid
er upplyst i notu 8.

Torshavn 31. mai 2018

Stjérn

Jéannes Eidesgaard Gloria Kalsg Sigurd Poulsen

Varastjori

Leivur D. Michelsen



MANAGEMENT'S STATEMENT

The Board of Directors and the Deputy Director have discussed and approved the annual report for
2017118 for the Faroese Shipfinancing Fund.

The annual report has been prepared in accordance with International Financial Reporting Standards as
adopted by the EU and further requirements in the Faroese Financial Statements Act.

It is our opinion that the accounting policies are appropriate and therefore the Financial Statements give
a true and fair view of the Fund’s assets, liabilities and financial position at 31 March 2018 and of the
results of the Fund'’s operations and cash flows for the financial year 1 April 2017 — 31 March 2018.

In our opinion, the Management’s review includes a fair review of the development in the Fund’s
operations and financial conditions, the result for the year and the financial position of the Fund as well
as a description of the most significant risks and uncertainty factors that the Fund faces.

As the Fund prepares its annual report according to International Financial Reporting Standards as
adopted by the EU, bonds are measured to closing prices. According to Article 25 in the Articles of

Association Act for the Faroese Shipfinancing Fund bonds are to be measured at historical average rates.
This value is shown in note 8.

Torshavn 31 May 2018

Board of Directors

Jéannes Eidesgaard Gloria Kalsg Sigurd Poulsen

Deputy Director

Leivur D. Michelsen
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Til sjérnina i Feroya Realkreditstovni

Nidursteda

Vit hava grannsko®ad arsroknskapin hja Fgroya
Realkreditstovni fyri roknskapararid 1. april 2017
— 31. mars 2018 vid nyttum roknskaparhatti,
rakstrarroknskapi, figgjarste®u, eginpeningsfra-
greiding og notum. Arsroknskapurin er gjardur
samsvarandi International Financial Reporting
Standards, sum gédkendir av ES, umframt iskoytis-
krgvunum i fgroysku arsroknskaparlogini.

Tad er okkara fatan, at arsroknskapurin hja Fgroya
Realkreditstovni gevur eina raettvisandi mynd av
stovnsins ognum, skyldum og figgjarligu stedu
31. mars 2018 og av urslitinum av virksemi og
gjaldferi stovnsins i roknskapararinum 1. april
2017 = 31. mars 2018 samsvarandi International
Financial Reporting Standards, sum gédkendar av
ES, umframt iskoytiskrgvunum i faroysku ars-
roknskaparlégini.

Grundarlag fyri nidurstgduni

Vit hava grannskodad samsvarandi altj¢da stand-
ardum um grannskod®an og eftir gdrum asetingum
i faroysku grannskodanarléggavuni. Okkara
abyrgd sambaert hesum standardum og krgvum
er naerri lyst f grannskodanaratekningini f pettinum
“Abyrgd grannskodarans av grannskodanini av
arsroknskapinum”. Vit eru 6heft av stovninum
samsvarandi altjoda etisku reglunum fyri grann-
skodarar (etisku reglurnar hja IESBA) og @drum
asetingum, i@ eru galdandi f Fgroyum, eins og vit
hava lokid onnur etisk krav, sum vit hava sambaert
hesum kravum og reglum. Tad er okkara fatan, at
vit hava fingid ngktandi grannskodanarprogy, id
kunnu vera grundarlag undir okkara nidurstadu.

Abyrgd leidslunnar av arsroknskapinum
Leidslan hevur abyrgdina av at gera ein arsrokn-
skap, i@ gevur eina reettvisandi mynd i samsvari
vid International Financial Reporting Standards,
sum godkendar av ES umframt iskoytiskrgvunum
i faroysku arsroknskaparlégini. Leidslan hevur
harumframt abyrgdina av innanhysis eftirlitinum,
id leidslan metir skal til, fyri at gera ein arsroknskap
uttan tydandi skeivleikar, uttan mun til um skeiv-
leikarnir standast av sviki ella mistgkum.

Ta arsroknskapurin verdur gjerdur, hevur leidslan
abyrgdina av at meta um, hvgrt stovnurin megnar
at halda fram vid rakstrinum, og har tad er vid-
komandi at upplysa um vidurskifti vidvikjandi
framhaldandi rakstri og at gera ein arsroknskap
eftir roknskaparasetingunum um framhaldandi
rakstur, uttan so at leidslan hevur aetlanir um at
avtaka stovnin, stedga rakstrinum ella um leidslan
i roynd og veru ikki hevur adrar maguleikar.

Abyrgd grannskodarans av

grannskodanini av arsroknskapinum
Endamal okkara er at fda eina grundada vissu
fyri, at arsroknskapurin sum heild er uttan tydandi
skeivleikar, uttan mun til um skeivleikarnir
standast av sviki ella mistakum, og at gera eina
grannskodaradtekning vid eini  nidurstedu.
Grundad vissa er vissa & hggum stigi, men er t6
ikki ein trygd fyri, at grannskodan framd sam-
svarandi altjéda standardum um grannskodan og
adrar asetingar i fgroysku grannskodanarlég-
gavuni, altid kann avduka tydandi skeivleikar, um
slikir eru. Skeivleikar kunnu koma fyri orsakad av
sviki ella mistgkum og mugu metast at verda tyd-
andi, um tad er sannlikt, at teir hvar szer ella
saman kunnu metast at hava avirkan & figgjarligu
avgerdirnar, i® roknskaparbrukararnir taka vid
st@di i arsroknskapinum.

Ta id vit grannskoda samsvarandi altjéda stand-
ardum um grannskodan og @drum asetingum f{
faroysku grannskodanarlégini, gera vit yrkisligar
metingar og vardveita yrkisliga ivasemid undir
grannskodanini. Harumframt:

e Eydmerkja og meta vit um vadan fyri tydandi
skeivleikum i arsroknskapinum, uttan mun til
um skeivleikarnir standast av sviki ella mis-
tgkum, leggja til reettis og grannskoda sam-
svarandi hesum vada og faa til vega grann-
skodanarprogy, id eru ndég géd og egnad sum
grundarlag undir okkara nidurstadu. Vadin fyri,
at vit ikki avduka tydandi feilir orsakad av sviki,
er starri enn vadin fyri, at feilir orsakad av mis-
tgkum ikki verda avdukadir, av ti at svik kann
umfata samansvarjing, skjalafalsan, tilaetladari
dyljan, villleiding ella at innanhysis eftirlit verda
skugvad til viks.



INDEPEDENT AUDITOR'S REPORT

To the Board of Directors of Fgroya Realkreditstovnur

Opinion

We have audited the Financial Statements of
Foroya Realkreditstovnur for the financial year 1
April 2017 — 31 March 2018, which comprise a
summary of significant accounting policies, in-
come statement, balance sheet, statement of
changes in equity as well as a statement of cash
flows and notes. The Financial Statements have
been prepared in accordance with International
Financial Reporting Standards as adopted by the
EU and additional disclosure requirements in the
Faroese Financial Statements Act.

In our opinion, the Financial Statements give a
true and fair view of the financial position at 31
March 2018 of Feroya Realkreditstovnur and of
the results of the Fund'’s operations as well as the
cash flows for the financial year 1 April 2017 — 31
March 2018 in accordance with the International
Financial Reporting Standards as adopted by the
EU and further requirements in the Faroese
Financial Statements Act.

Basis for Opinion

We conducted our audit in accordance with
International Standards on Auditing (ISAs) and
the additional requirements applicable on the
Faroe Islands. Our responsibilities under those
standards and requirements are further described
in the "Auditor's responsibilities for the audit of
the Financial Statements” section of our report.
We are independent of the Fund in accordance
with the International Ethics Standards Board for
Accountants' Code of Ethics for Professional
Accountants (IESBA Code) and the additional re-
quirements applicable on the Faroe Islands, and
we have fulfilled our other ethical responsibilities
in accordance with these rules and requirements.
We believe that the audit evidence we have ob-
tained is sufficient and appropriate to provide a
basis for our opinion.

Management's responsibilities for the
Financial Statements

Management is responsible for the preparation
of Financial Statements that give a true and fair
view in accordance with International Financial
Reporting Standards as adopted by the EU and
further requirements in the Faroese Financial
Statements Act 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, Manage-
ment is responsible for assessing the Fund'’s abil-
ity to continue as a going concern, disclosing, as
applicable, matters related to going concern and
using the going concern basis of accounting in
preparing the Financial Statements unless
Management either intends to liquidate the
Fund or to cease operations, or has no realistic
alternative but to do so.

Auditor's responsibilities for the

audit of the Financial Statements

Our objectives are to obtain reasonable assur-
ance about whether the Financial Statements as
a whole are free from material misstatement,
whether due to fraud or error, and to issue an
auditor's report that includes our opinion.
Reasonable assurance is a high level of assur-
ance, but is not a quarantee that an audit con-
ducted in accordance with ISAs and the addi-
tional requirements applicable in the Faroe
Islands will always detect a material misstate-
ment 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 eco-
nomic decisions of users taken on the basis of
these Financial Statements.

As part of an audit conducted in accordance
with ISAs and the additional requirements ap-
plicable in Faroe Islands, we exercise profes-
sional judgment and maintain professional skep-
ticism throughout the audit. We also:
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¢ Faa vit fatan av ti innanhysis eftirliti, id er vid-
komandi fyri grannskodanina, soleidis at vit
kunnu leggja grannskodanina til raettis & ngkt-
andi hatt eftir umstgdunum, men ikki fyri at
gera eina nidurstgdu um, hvussu virkid innan-
hysis eftirlitid er.

Taka vit stgdu til, um tann av leidsluni nytti
roknskaparhattur er héskandi eins og vit meta
um hvert roknskaparligu metingarnar og til-
hoyrandi upplysingar fra leidsluni eru rimiligar.
Taka vit stgdu til, um tad er héskandi, at leidslan
hevur valt at gera roknskapin grundad & rokn-
skaparhattin um framhaldandi rakstur, og um
tad, vid stedi i teimum grannskodanarprogvum,
id eru fingin til vega, er tydandi dvissa ella vidur-
skifti, i@ kunnu elva til tydandi évissu um, hvart
stovnurin megnar at halda &fram. Er nidurstgdan,
at tad er tydandi dvissa, skulu vit gera vart vid
hetta i grannskodanaratekningini vid at visa til
upplysingar hesum vidvikjandif arsroknskapinum
ella, um hesar upplysingar ikki eru ngktandi, til-
laga okkara nidurstadu. Okkara nidurstadur eru
grundadar & tey grannskodanarprégy, id eru
fingin til vega fram til dagin, t4 okkara grann-
skodaraatekning verdur undirskrivad. Hendingar
i framti®ini ella vidurskifti kunnu t6 elva til, at
stovnurin ikki er fgrur fyri at halda fram vid
rakstrinum.

Taka vit stgdu til samladu framlgguna, bygnadin
og innihaldid i arsroknskapinum, froknad upp-
lysingarnar i notunum umframt um &rsrokn-
skapurin visir transaktionir, sum liggja undir, og
hendingar & ein slika hatt, at tad gevur eina
reettvisandi mynd.

Vit samskifta vid leidsluna um millum annad
vavid 4 aetladu grannskodanini og naer vit vaenta
at grannskoda. Harumframt samskifta vit um
tydandi eygleidingar i sambandi vid grannskod-
anina, so sum tydandi manglar i innanhysis eftir-
litinum, i® vit eru komin fram & i sambandi vid
grannskodanina.

Ummeeli av leidslufragreidingini
Leidslan hevur dbyrgdina av leidslufragreidingini.

Okkara nidurstgda um arsroknskapin fevnir ikki
um leidslufragreidingina og vit geva ikki nakra
vattan vid vissu um leidslufragreidingina.

Tad er okkara abyrgd, i sambandi vid grannskod-
anina av arsroknskapinum, at lesa leidslufra-
greidingina og i hesum sambandi meta um, hvert
samanhangur er millum leidslufragreidingina og
arsroknskapin, ella um hon er i moétsggn vid ta
vitan, i@ vit hava fingid undir grannskodanini, ella
& annan hatta er tengd at tydandi skeivleikum.

Okkara abyrgd er harumframt at hugsa um
hvart, leidslufragreidingin hevur kravdu upplys-
ingarnar samsvarandi arsroknskaparlégini.

Grundad a gjgrda arbeidi er tad okkara fatan, at
leidslufragreidingin samsvarar vid arsroknskapin,
og at hon er gjgrd samsvarandi krgvunum { ars-
roknskaparlégini. Vit eru ikki vordin varug vid
tydandi feilir i leidslufragreidingini.

Térshavn 31. mai 2018
SPEKT lgggildir grannskodarar Sp/f

Mirjam Haraldsen
statsaut. revisor



INDEPEDENT AUDITOR'S REPORT

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

e Obtain an understanding of internal control
relevant to the audit in order to design audit
procedures that are appropriate in the circum-
stances, but not for the purpose of expressing
an opinion on the effectiveness of the Fund'’s
internal control.

® Fvaluate the appropriateness of accounting
policies used and the reasonableness of account-
ing estimates and related disclosures made by
Management.

e Conclude on the appropriateness of Manage-
ment's use of the going concern basis of
accounting in preparing the Financial Statements
and, based on the audit evidence obtained,
whether a material uncertainty exists related to
events or conditions that may cast significant
doubt on the Fund'’s ability to continue as a
going concern. If we conclude that a material
uncertainty exists, we are required to draw
attention in our auditor's report to the related
disclosures in the Financial Statements or, if
such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit
evidence obtained up to the date of our
auditor's report. However, future events or
conditions may cause the Fund to cease to
continue as a going concern.

® Fvaluate the overall presentation, structure and
contents of the Financial Statements, including
the disclosures, and whether the Financial
Statements represent the underlying trans-
actions and events in a manner that gives a true
and fair view.

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

Statement on Management's review
Management is responsible for Management's
Review.

Our opinion on the Financial Statements does
not cover Management's review, and we do not
express any form of assurance conclusion
thereon.

In connection with our audit of the Financial
Statements, our responsibility is to read Manage-
ment's Review and, in doing so, consider
whether Management's Review is materially
inconsistent with the Financial Statements or
our knowledge obtained during the audit, or
otherwise appears to be materially misstated.

Moreover, it is our responsibility to consider
whether Management's Review provides the
information required under the Faroese Financial
Statements Act.

Based on the work we have performed, we
conclude that Management's Review is in
accordance with the Financial Statements and
has been prepared in accordance with the
requirements of the Faroese Financial Statements
Act. We did not identify any material misstate-
ment of Management's Review.

Torshavn 31 May 2018
SPEKT lgggildir grannskodarar Sp/f

Mirjam Haraldsen
State Authorized Public Accountant
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Arsfrasggnin fyri Fgroya Realkreditstovn er gjgrd
eftir International Financial Reporting Standards
(IFRS) sum g6dkendir av EU og upplysingarkrgvum
i faroysku arsroknskaparlégini.

Uppheeddirnar i arsfrasggnini eru i donskum
kronum, avrundadar til naestu 1.000 kr.

Arsroknskapurin er grundadur & sgguligan
kostnad, t6 undantikin at lansbrav eru virdissett
til dagsvirdi.

Nyttu roknskaparreglurnar, sum eru lystar nidan-
fyri, eru nyttar samsvarandi fyri roknskaparari®
og fyri samanberingartglini.

Nyggir roknskaparstandardir

og tulkingariskoyti fyri 2017/18

Feroya Realkreditstovnur hevur innfart teir IFRS
standardir og tey tulkingariskoyti, id hava tydn-
ing fyri roknskapin hja Fgroya Realkreditstovn
fyri 2017/18.

Nyggju standardirnir og tulkingariskoytini hava
ikki havt avirkan & nyttu roknskaparreglurnar,
sum ti eru obroyttar i mun til arsfrasggnina fyri
2016/17.

The annual report for the Faroese Shipfinancing
Fund has been prepared in accordance with
International Financial Reporting Standards as
adopted by the EU and further requirements in
the Faroese Financial Statements Act.

The annual report is presented in Danish krone
rounded to the closest DKK 1,000.

The annual accounts are based on historical cost
except for bonds that are valued at fair value.

The accounting principles set out below have
been applied consistently to all periods present-
ed in this annual report.

New standards and interpretations in 2017/18
The Fund has adopted IFRS standards and inter-
pretations with impact on the Financial State-
ments of the Faroese Shipfinancing Fund for the
accounting year 2017/18.

The new standards and interpretations have had
no impact on the accounting policies applied,
which thus are consistent with those applied in
the annual report for 2016/17.
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Nyggir standardir v.m.

IASB hevur UGtgivid fleiri nyggjar roknskapar-
standardir og tulkingariskoyti, sum ikki eru kravd
{ sambandi vid gerd av arsfrasggnini fyri 2017/18
hja Faroya Realkreditstovni.

Nyggju standardirnir og tulkingariskoytini verda
verksett, t4 i® mett verdur, at hesi hava tydning
fyri virksemi hja stovninum. Av nyggju standard-
unum verdur mett, at einans nidanfyristandandi
feer tydning fyri Fgroya Realkreditstovn:

e |FRS 9, “Financial Instruments” vidvikjandi
bolking og virdisaseting av figgjarligum
ognum og skyldum. Meginreglan framyvir
fyri mating av figgjarligum ognum vil vera
amortiserad kost og dagsvirdi entin gjggnum
rakstrarroknskapin ella samladu innroknadu
inntekurnar.  Fyri  figgjarligar skyldur er
broytingin, at javningar orsakad av egnum
kredittvada skulu innroknast i samladar inn-
roknadar inntgkur og ikki rakstrarrokn-
skapin.

IFRS 9 er & heysti 2016 gédkendur og inn-
ferdur av EU vid gildi fyri arsfrasagnir, sum
byrja hin 1. januar 2018 ella seinni. Fgroya
Realkreditstovnur metir ikki, at igildiskoman
av IFRS 9 fer at broyta arsfrasggnina hja
stovninum stérvegis i komandi roknskaparari
ella framyvir.

New standards etc.

IASB has issued a number of new standards and
interpretations that not are mandatory in con-
nection with preparing the annual report for
2017/18 for the Faroese Shipfinancing Fund.

The new standards and interpretations will be
implemented when they are applicable to the
Funds activity. Of the new standards, only the
below mentioned is considered of relevance for
the Fund:

e |FRS 9, “Financial Instruments”, relating
classification and measurement of financial
assets and liabilities. In the future main
categories for measuring financial assets
will be amortised cost and fair value either
through the profit or loss or in other com-
prehensive income. For financial liabilities
the change is that fluctuations due to own
credit risk shall be stated in comprehensive
income and not the profit and loss account.

IFRS 9 has been endorsed by EU in autumn
2016 and will be effective for Annual
Reports starting 1. Januar 2018 or later.
The Faroese Shipfinancing Fund assesses
the impact of the implementation of IFRS 9
to be insignificant on the Annual Report
2018/19 and foreward.
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Rentur av Gtlanum

Rentuinntgkur av Utldnum, sum verda innroknad
til amortiserad kostvirdi, verda innroknadar i
raksturin eftir "effektivu-rentu” hattinum. Renta
av Utldnum, sum eru nidurskrivad hver saer,
verdur roknad vid st@di i nidurskrivada virdinum.

Rentur til lansbreov og lanistovnar
Upphaeddin fevnir um rentudtreidslur av banka-
og lansbraevaskuld. | upphaeddini inngongur
harumframt amortisering av ¥maksgjgldnum og
av einum mgguligum muni imillum kostvirdi og
innloysingarvirdi & lanunum.

Eykagrunsgjald
Eykagrunsgjaldid av Utlaninum verdur roknad
sum 0,1% av hgvudsstolinum.

Adrar rentur og kursjavningar

Upphaddin fevnir um rentur av innistandandi
og lansbraevaognum umframt kursjavningar av
figgjarligum ognum umvegis raksturin. Rentu-
inntgkur verda inntegkufardar yvir raksturin, so
hvart teer koma afturat.

Adrar inntekur

Onnur inntgka fevnir um inntgkur fra Gtleigan
av parti av bygningi stovnsins. Leiguinntgkan
verdur tidargreinad og inntgkuferd vid lika stor-
ari upphaedd hvart ar i trad vid leiguavtalurnar.

Fyrisitingarkostnadur

Upphaeddin fevnir um kostnadir i arinum til fyri-
siting av stovninum, rakstur av skrivstovuni
umframt avskriving av materiellari stgdisogn.

Lenir

Upphaeddin fevnir um lgnarkostnadir i arinum til
leidslu og starvsfolk froknad eftirlgn og annan
lgnarkostnad.

Nidurskriving upp & utlan og stadfest tap
Upphaeddin fevnir um broytingar i nidurskriving
til tap uppa Utldn umframt stadfest tap.

PROFIT AND LOSS ACCOUNT

Interests from loans

Interest from loans measured at amortised cost,
are taken into the profit and loss account ac-
cording to the ‘effective-interest" method.
Interest on loans written down on an individual
basis is calculated based on the written-down
value.

Interest to bonds and loan creditors

The amount consists of interest costs on bank
debt and issued bonds. In addition the amortisa-
tion of commission and a possible difference
between cost value and repayment value on
debt is included.

Charge to the reserve fund
Charges to the reserve fund is 0.1% of the prin-
cipal sum.

Other interests and value adjustments
Other interests and value adjustments comprise
interest income on funds invested and changes
in the fair value of financial assets through prof-
it or loss. Interest income is recognised as it
accrues in profit or loss.

Other income

Other income includes rental income from part
of the office building. The rental income is
recognized as accrual in the financial statement
by equal amounts annually according to the
rental agreements.

Administration cost

The amount comprises cost to administration of
the Fund including office costs as well as
depreciation on fixed assets.

Wages

The amount comprises wages to management
and administrative staff including pension con-
tributions and other social costs.

Write-downs on loans and realized losses
The amount includes changes for the period in
provisions for bad debt and realized losses.
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Skattur av arsurslitinum

Skattur av arsurslitinum, sum fevnir um gjald-
baran skatt og broyting i Utsettum skatti, verdur
innroknadur i raksturin, adra totalinntgku ella
beinleidis & eginpeningin.

FIGGJARSTODAN

Materiell stodisogn
Grundgki og bygningur verda upptikin til kostpris
vid fradratti av samladum av- og nidurskrivingum.

Kostprisur er Utveganarprisur, umframt kostnadir,
id beinleidis eru knyttir at Gtveganini til dagin, ta
i® ognin er klar at taka i nytslu.

Eftirfylgjandi kostnadir, t.d. vid Utskiftan av
pgrtum av einari materiellari ogn, verda tiknir vid
i roknskaparliga virdi hja ognini, t4 id tad er
sannlikt at kostnadurin vidferir figgjarligar fyri-
munir framyvir. Roknskaparliga virdid & utskiftu
lutunum verdur flutt ur figgjarst@duni i raksturin.
Kostnadir til vanligar umveelingar og vidlikahald
verda tiknir vid 1 raksturin.

Kostprisurin & einari samladari ogn verdur byttur
upp i serskiltar lutir, sum verda avskrivadir hver
saer, um brukstidin & einsteku lutum er ymisk.
Avskrivingin er eins stér fyri tey einstaku rokn-
skapararini og sett Ut fra vaentadu brakstidini.

Asettu avskrivingartidarskeidini eru:

Liviti®  Endavirdi
40 ar 35%

Bygningur (skrivstova)
Grundgki verdur ikki avskrivad.

Avskrivingargrundarlagi® er Utveganarvir®i vid
fradratti av mettum restvirdi og mgguligum
nidurskrivingum.  Restvirdid & ognini verdur
asett, ta id ognin verdur Utvegad og mett verdur
um restvirdid eina ferd um 4arid. Er restvirdi
haegri enn roknskaparliga virdi, heldur avskriv-
ingin uppat.

Tax on result for the year

Income tax expense comprises current and
deferred tax. Income tax expense is recognised
in profit or loss, in other comprehensive income
or directly in equity.

BALANCE SHEET

Tangible fixed assets
Land and buildings are measured at cost less ac-
cumulated depreciation and impairment losses.

Cost comprises the purchase price and any costs
directly attributable to the acquisition until the
date when the asset is available for use.

Subsequent costs, e.g. in connection with replace-
ment of components of property, plant and
equipment, are recognised in the carrying amount
of the asset if it is probable that the costs will
result in future economic benefits. The replaced
components are derecognised in the balance
sheet and recognised as an expense in the in-
come statement. All costs incurred for ordinary
repairs and maintenance are recognised in the
income statement as incurred.

Where individual components of an item of prop-
erty, plant and equipment have different useful
lives, they are depreciated separately. Depreciation
is provided on a straight-line basis over the ex-
pected useful lives of the assets/components. The
expected useful lives are as follows:

Lifetime Scrapvalue
Building (office) 40 years 35%

Land is not depreciated.

Depreciation is calculated on the basis of cost
adjusted for the residual value and impairment
losses, if any. The useful life and residual value
is determined at the acquisition date and reas-
sessed annually. If the residual value exceeds the
carrying amount, depreciation is discontinued.
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Verdur avskrivingartidarskeidid ella restvirdid &
ognini broytt, verdur avirkanin & avskrivingarnar
framyvir tikin vid sum ein broyting i roknskaparligu
metingunum.

Arliga verdur mett um hvert dbendingar eru um
terv & at nidurskriva roknskaparliga virdi av
materiellari stgdisogn. Um ein slik dbending er,
verdur endurvinningarvirdid & ognini Utroknad.
Endurvinningarvirdid er tad heegra virdi av dags-
virdinum av ognini vid fradratti av handilskostnadi
ella av nyttuvirdinum. Nyttuvirdi verdur roknad
sum nutidarvirdi av veentadum peningastreymum
i framtidini.

Ein nidurskriving verdur innroknad um rokn-
skaparliga virdi er haegri enn endurvinningarvirdi.
Ein magulig nidurskriving verdur rakstrarferd.

Utlan og eftirstodu av Gtlanum
Utlan verda virdisasett til amortiseradan kostpris.

Nidurskrivingar verda gjgrdar imoti vaentadum
tapum, ta id tad fyriliggja 6vildugar dbendingar
um, at eitt Utlan ella ein bolkur av Gtlanum eru
laekkad 1 virdi.

Eru ¢vildugar abendingar um at eitt einstakt
atlan er laekkad f virdi, verdur lanid nidurskrivad.

Fyri atlan, har tad ikki finnast évildugar abend-
ingar um virdislaekking fyri hvart utlan seer, verd-
ur mett um nidurskrivingartervin fyri samlada
boélkin og nidurskrivingartestir verda gjgrdar vid
stadi | vaentadum peningastreymum framyvir og
vid stadi i stadfestum tapsroyndum fyri einstaka
bolkin. Boélkingin av utldnum tekur fyrst og
fremst stgdi i vinnugrein og lanivada.

Ovildugar dbendingar um virdislaekkingar kunnu
m.a. vera eftirstg®a, versnandi rakstrarurslit.
minkandi tilfeingi og/ella nidurgongd innan avis-
ar vinnugreinar.

When changing the depreciation period or the
residual value, the effect on the depreciation is
recognised prospectively as a change in account-
ing estimates.

The carrying amount of fixed assets is reviewed
at each reporting date to determine whether
there is any indication of impairment. If any
such indication exists, the asset’s recoverable
amount is estimated. The recoverable amount
of an asset is the greater of its value in use and
its fair value less costs to sell. In assessing value
in use, the estimated further cash flows from the
assets are discounted.

An impairment loss is recognised if the carrying
amount of the asset exceeds its estimated recov-
erable amount. Impairment losses are recog-
nised in profit or loss.

Loans and payments overdue
Loans are measured at amortised cost.

Write-downs are made for bad debt losses,
when there is objective evidence that a receiva-
ble or a portfolio of receivables has been im-
paired.

If there is objective evidence that an individual
receivable has been impaired, write-down is
made on an individual basis.

Receivables with no objective evidence of indi-
vidual impairment are assessed for objective
evidence of impairment on a portfolio basis and
impairment test is made under which the ex-
pected future cash flows are estimated and on
the basis of historical loss experience for the
portfolio. The portfolios are primarily composed
on the basis of the branch and credit ratings.

Objective evidence for impairment can be over-
drafts, diminishing results, lesser resources and/
or recession within certain industries.
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Nidurskrivingarnar verda gjerdar upp sum mun-
urin imillum tad roknskaparliga virdid & utlanunum
og nutidarvirdi av forveentadum peningastreym-
um, herimillum realisatiénsvirdid av maguligum
trygdarveitingum. Sum diskonteringsatsur verdur
tann effektiva rentan, sum er asett fyri roknskap-
artidarskeidid, nytttil utrokningav nutidarvirdinum.

Nidurskriving til tap verdur bokad & eina "korrek-
tiv" konto, sum verdur moétroknad utlanunum.
Broytingar i "korrektiv" konto verda innroknadar
i rakstrinum undir "Nidurskriving uppa utlan og
stadfesttap". Visir tad seg seinni. at virdislaekkingin
ikki er varandi, verdur nidurskrivingin afturferd
yvir somu konto.

Verdur stadfest, at eitt lan ikki kann afturgjaldast,
verdur 1anid endaliga avskrivad yvir "korrektiv"
konto.

Onnur aogn
Onnur dogn er virdissett til amortiseradan kost-
pris.

Tilgédahavandi, ikki falnar rentur
Tilgédahavandi, ikki falnar rentur eru virdissettar
til amortiseradan kostpris.

Lansbraevaognir

Lansbrav, sum eru partur av lansbraevahandils-
goymsluni hja stovninum, verda innroknad til
dagsvirdi & handilsdegnum sum stuttfreistad
ogn og sidani virdissett til dagsvirdi. Broytingarnar
i dagsvirdinum verda tiknar vid so hvert f rakstr-
inumsum “adrar rentuinntgkurogkursjavningar”.

Lansbraevarentuinntgkur verda vistar sum ein
serstakur postur i notunum.

Lanbraevaognir hoyrandi til eykagrunnin verda f{
figgjarstaduni bdlkadar sum langfreistad ogn,
medan lansbrgv, sum eru partur av dagliga
gjaldfgrinum, eru vistar sum stuttfreistad ogn.

Write-downs are calculated as the difference
between the carrying amount and the present
value of the expected cash flows, including the
realisable value of any received collateral. The
effective interest rate chosen for the financial
period is used as the discount rate for the calcu-
lation of the present value.

Write-downs are entered into a "corrective" ac-
count which is set off against the loans. Changes
to the "corrective" account are taken into the
profit and loss account under "write-downs on
loans and realized losses". If at a later stage it
appears that the decrease in value is no longer
standing, the provision is reversed over the same
account.

If it is ascertained that a loan cannot be repaid
the loan is conclusively written down over the
"corrective" account.

Other receivables
Other receivables are measured at amortised
cost.

Interest receivable, not due
Interest receivable, not due are measured at am-
ortised cost.

Bonds

Bonds that are part of the trading portfolio of
the Fund are recognised at fair value under cur-
rent assets at the trade date and are subse-
quently measured at fair value. Changes in fair
value are recognised on a reqular basis in the
income statement as "Other interests and value
adjustments".

Interests received from bonds are disclosed as a
separate item in the notes.

Bonds held in connection with the reserve fund
are classified as non current in the balance sheet.
Bonds that are part of the daily liquidity are clas-
sified as current assets.
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Eginpeningur
Eginpeningurin stovnsins er byttur upp i havuds-
grunn og eykagrunnar.

Havudsgrunnurin er upprunaliga innskotid upp
49,5 mio.kr. fra Marshall hjalpini i tidarskeidinum
1955-68 umframt flytingar gjggnum arini fra
eykagrunninum. Avgerd um flyting av eini upp-
haedd fra eykagrunninum til hgvudsgrunnin
verdur tikin av stjérnini og kann verda gjerd
innan teer avmarkingar, sum eru til staddina av
eykagrunninum, si nidanfyri.

Eykagrunnurin er settir saman av arliga rakstrar-
yvirskoti stovnsins vid fradratti av teimum flyting-
um, sum eru gjgrdar til havudsgrunnin.

Eykagrunnurin skal sambaert 16gini fyri stovnin
altid vera i minsta lagi 10% av Utlanum stovnsins
0g 20% av samladu skuld stovnsins. Sambaert
vidtgkunum skal ein upphaedd, sum svarar til
steaddina & eykagrunnunum, verda bundin. Upp-
haeddin er sett i virdisbrav, sum eru bolkad sum
langfreistad ogn i figgjarstaduni.

Eykagrunsinnskot

Eykagrunsinnskot fevnir um inngjeld fra lantak-
arum, sum gjalda 1% av hgvudsstolinum inn til
stovnin. Innskotid verdur rentad og verdur Utgold-
id lantakaranum eftir at 1anid er fult afturgoldid.

Eykagrunsinnskot eru virdissett til amortiseradan
kostpris.

Skyldugur skattur og utsettur skattur
Skyldugur skattur og skattadogn eru tikin vid i
figgjarstgduna sum roknadur skattur av arsins
skattskyldugu inntgku javnad fyri skatt av skatt-
skyldugari inntgku fyri undanfarin ar.

Utsettur skattur og utsett skattadogn verdur
uppgjerd eftir skuldarhattinum vid utgangsstadi
i tidarmunum millum roknskaparligu og skattligu
vir@ini av.ognum og skyldum.

Equity
Equity is divided into the Main fund and Reserve
funds.

The Main Fund consists of DKK 9.5 million that
was paid as contribution from the Marshall Aid
from 1955-68 and transfers from the reserve
funds through the years. Transfers are decided
by the board of directors and can be made
within the limitation set out in the Fund’s Act
and Article of association as to the size of the
Reserve Fund, see below.

The Reserve Fund consists of the annual result
of the Fund and decreases by transfers to the
main fund.

According to the Fund’s law the Reserve Funds
shall be at least 10% of the Fund’s loans and
20% of the Fund'’s debt. According to the Article
of Association an equivelant amount shall be
bound. The amount is placed in bonds and listed
in the balance sheet under non-current assets.

Reserve fund deposits

The reserve fund deposit consists of fees from
the lenders who pay 1% of the loan to the Fund.
The deposit bears interest and is refunded to
Lender following full repayment of the loan.

Reserve fund deposits are measured at amortised
cost.

Current tax payable and deferred tax
Current tax payable and receivable is recognised
in the balance sheet as tax computed on the
taxable income for the year, adjusted for tax on
taxable income of prior years.

Deferred income tax and deferred tax assets are
measured using the balance sheet liability meth-
od in respect of temporary differences arising
between the tax bases and the carrying amount
of assets and liabilities.
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Utsettur skattur verdur roknadur eftir teim
skattasatsum, sum veentandi verda galdandi, ta
id skatturin verdur Utloystur ella utliknadur.
Broytingar i Utsettum skatti orsakad av broyting
i skattasatsum verda innroknadar i rakstarrokn-
skapin

Figgjarligar skyldur

Lansbraevaskuld og skuld til lanistovnar verda
innroknad til dagsvirdi lanupptekudagin fradrigid
lanikostnad. Eftirfylgjandi verda figgjarligar skyl-
ur virdisasettar til amortiserad kostvirdi vid nytslu
av "effektiva rentuhattinum" soleidis at munurin
millum provenue og aljédandi virdi verdur inn-
roknad i rakstrarroknskapin i roknskaparpostin
"Rentur til lansbrav og lanistovnar" yvir lanitidina.

Adrar figgjarligar skyldur verda virdissettar til
amortiserad kostvirdi.

Dagsvirdismating

Stovnurin nytir dagsvirdishugtakid i sambandi vid
upplysingar og til innrokning av figgjarligum
tolum. Dagsvirdi verdur allyst sum tann prisur,
sum kann faast vid sglu av eini ogn ella sum skal
gjaldast fyri at avhenda eina skyldu f eini vanligari
transaktion millum marknadarluttakarar (“exit
price”).

Dagsvirdid er grundad a4 marknadin og er ikki ein
virdisseting framd av ti einstaka virkinum. Virkid
nytir teer fyritreytir, sum marknadarluttakararnir
vildu nytt, i aseting av prisinum Ut fra galdandi
marknadartreytum, herundir eisini meting av
vandanum. Tiskil verdur endamali® vid at eiga
ognina ella sleppa saer av vid skylduna ikki tikid
vid, ta id dagsvirdi verdur uppgjert.

Virdisseting til dagsvirdi tekur stgdi i primera
marknadinum. Um ein primerur marknadur ikki
er, verdur stgdi tikid i ti marknadinum, sum
maksimerar prisin 4 ognini ella skylduni vid
fradratti av handilskostnadi.

Deferred tax is measured according to the tax
rules and at the tax rates applicable when the
deferred tax is expected to be realised or settled.
Changes in deferred tax as a result of changes
in tax rates are recognised in the income
statement.

Financial liabilities

Bond debt and debt to loan creditors are
recognized at the date of borrowing at fair value
less transaction costs paid. In subsequent
periods, the financial liabilities are measured at
amortised cost using the effective interest
method. Accordingly, the difference between
the proceeds and the nominal value is recognized
in the income statement under ‘interest to
bonds and loan creditors" over the term of the
loan.

Other liabilities are measured at amortized cost.

Fair value measurement

The Fund uses the fair value concept in con-
nection with measurement of financial instru-
ments. Fair value is defined as the achievable
price for sale of an asset or to be paid for a
liability in a common transaction between
market participants (“exit price”).

Fair value is based on the market and thus is not
a measurement made by each business. The
business uses the terms, which the market-
participants would have set out when fixing the
price based on the market-terms, including
estimating the risk. Therefore, the reason for
holding the asset or sell out the liability is not
taken into consideration when measuring the
fair value.

Measurement to fair value is based upon the
primary market or the most advantageous
market in maximizing the price on the asset or
liability less transaction costs.
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Virdisseting til dagsvirdi byggir so vitt gjerligt a
marknadarvirdi & aktivum marknadum (stadi 1)
ella alternativt & virdi, sum eru Utleidd av sjon-
ligum marknadarupplysingum (st@di 2)

[ tann mun slikar sjonligir upplysingar ikki eru til
stadar ella ikki kunnu nytast uttan tydandi modi-
fikationir, verda gddkendir virdisasetingarhaettir
og rimuligar metingar nytt sum grundarlag undir
dagsvirdinum (st@di 3).

GJALDFQRISFRAGREIDING
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Gjaldfgrisurslitid fra rakstrarvirksemi verdur gjert
upp eftir 6beinleidis hattinum sum rslit 48renn
skatt javnad fyri rakstrarupphaeddir uttan gjald-
farisavirkan, broytingar i rakstrarkapitali umframt
goldnum felagsskatti.

Gjaldfgrisurslitfrarakstrar-og atlansvirksemi
Gjaldferisurslitid fra fleguvirksemi fevnir um
gjgld i sambandi vid keyp og sglu av materiellari
stadisogn og keyp og s@la av lansbrgvum, id eru
bolkad sum langfreistad.

Gjaldferisurslit fra ileguvirksemi
Gjaldferisurslitid fra fleguvirksemi fevnir um
gjgld i sambandi vid keyp og sglu av materiellari
stadisogn og keyp og s@la av lansbrgvum, id eru
bolkad sum langfreistad.

Gjaldferisuarslit fra figgjarvirksemi
Gjaldferisurslitid fra figgjarvirksemi fevnir um
uppteku av lanum og gjalding av avdrattum upp
a rentuberandi lan.

Tokur peningur fevnir um tgkan pening.

Measurement to fair is as far as possible based
on market value on active markets (Level 1) or
alternatively on values which have arisen because
of visible market information (Level 2).

In cases where such visible information not is
available or cannot be used without important
modiifications, approved measurements and
reasonable assessments will be used as basis for
the fair value (Level 3).

CASH FLOW STATEMENT

Cash flows from operating activities is reported
by using the indirect method and calculated as
the profit/loss before tax adjusted for non-cash
operating items, changes in working capital and
income taxes paid.

Cash flows from operating

and loan activities

Cash flows from investing activities comprise
payments in connection with acquisitions and
disposals of property, plant and equipment as
well as acquisition and disposal of securities/
bonds classified as non current.

Cash flow from investing activities

Cash flows from investing activities comprise
payments in connection with acquisitions and
disposals of property, plant and equipment as
well as acquisition and disposal of securities /
bonds classified as non current.

Cash flow from investing activities

Cash flows from financing activities comprise
new of loans and repayment on interest-bearing
foans.

Cash comprise cash deposits.
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Roknskaparligar metingar

Ovissa i sambandi vid roknskaparligu
metingarnar

Uppgerdin av roknskaparliga virdinum av avisum
ognum og skyldum krevur, at gjerdar verda
metingar og herundir metingar av framtidar fyri-
treytum. Metingarnar eru gjerdar vid stadi f,
hvgrjar royndir leidslan hevur vid avisa gkinum
umframt g&rum vidurskiftum, sum leidslan metir
hevur tydning i hesum sambandi.

Broytast fyritreytirnar, sum metingarnar eru
bygdar 4, ella faer stovnurin nyggja vitan um avis
oki, kann tad faa avirkan & uppgerdina av rokn-
skaparligu virdunum.

Metingar, sum hava tydning fyri roknskapin,
verda gjerdar i sambandi vid at Utlan stovnsins
verda virdisasett.

Vidurskifti, sum serliga avirka metingina av tarv-

inum & nidurskrivingum, eru:

* hvgrt lantakarin vardveitir loyvi og raettindir
i gllum lanitidarskeidinum

e gongdin i prisinum & brenniolju, og

o fyri fiskiferini er prisgongdin &
heimsmarknadinum innan matvarur
avgerandi

Accounting assessments

Uncertainties in connection with account-
ing assessments

Determining the carrying values of certain assets
and liabilities requires assessment including
assessments with regard to future conditions.
Assessments are made according to the man-
agement’s experiences on the certain topic and
other circumstances that the management
assesses to be of importance.

If there are changes in the conditions on which
the assessments are based or the Fund obtains
new information on the topic, this may affect
the calculation of the carrying value.

Assessments of significance to the annual report
for the Fund are made in connection with assess-
ing the value of granted loans.

Circumstances that in special can influence the

assessment of need for provisions on loans are:

* whether the debtor retains licences and
rights throughout the loan period

e the price movement on fuel oil, and

e for fishing vessels, the price movement on
the world market for food is of great impor-
tance
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UPPGERD AV SAMLABUM INNROKNABUM INNT@KUM FYRI TIDARSKEIDID 1. APRIL 2017 — 31. MARS 2018 /
STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD FROM 1 APRIL 2017 - 31 MARCH 2018

Nota 2017/18 2016/17
Note tDKK tDKK
1 Rentur og provision av utlanum /

Interest and commission from loans 32.758 32.471

Rentur til lanistovnar /

Interest to loan creditors -3.825 -3.809

Eykagrunsgjald / Charge to the reserve fund 2.532 2.571

Rentur til eykagrunsinnskot / Interests to reserve fund deposits -65 -243

Urslit av atlansvirksemi / Result from loan-activity 31.400 30.990
2 Adrar rentuinntgkur og kursjavningar /

Other interests and value adjustments 3.026 3.870

Onnur inntgka / Other income 257 420
3 Fyrisitingarkostnadur / Administration costs -1.281 -2.118
4 Lanir / Wages -2.311 -2.562

Urslit 48renn broyting i nidurskrivingum /

Result before change in write downs 31.091 30.600

5 Nidurskriving upp & Utlan og stadfest tap /

Write-downs on loans and realized losses 276 -79.752
Urslit adrenn skatt / Result before taxes 31.367 -49.152
6 Skattur av arsurslitinum / Taxes on result -5.646 8.847
Arsurslitid / Result for the year 25.721 -40.305
Adrar innroknadar inntgkur / Other comprehensive income 0 0
Samladar innroknadar inntgkur / Total comprehensive income 25.721 -40.305

Bytid av yvirskotinum / Distribution of the profit
Flutt til eykagrunnar / Transferred the reserve fund 25.721 -40.305

Til samans / Total 25.721 -40.305
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FIGGJARST@DA HIN 31. MARS 2018 /
BALANCE SHEET AS AT 31 MARCH 2018

Nota 2017/18 2016/17

Note tDKK tDKK
OGN / ASSETS
Langfreistad ogn / Non-current assets
Materiell stodisogn / Tangible assets

7 Skrivstovubygningur / Office-building 2.412 2.455
Finansiell stedisogn / Financial assets

8 Lansbregv / Bonds 87.150 92.900
Langfreistad ogn til samans / Total non-current assets 89.562 95.355
Stuttfreistad ogn / Current assets
Aogn / Receivables

9 Utlan / Loans 812.308 918.143
Eftirstgdur av Utldnum / Payments overdue 11.233 15.629
Onnur dogn / Other receivables 6.550 3.500

6 Skattadogn / Deferred tax asset 3.190 8.836
Tilgodahavandi, ikki falnar rentur v.m. / Interests receivables, not due 13.041 13.319

846.322 959.427

8 Lansbrgv / Bonds 132.371 53.174
Tokur peningur / Cash in hand and at bank 64.020 1.885
Stuttfreistad ogn til samans / Total current assets 1.042.713 1.014.486
OGN TIL SAMANS / TOTAL ASSETS 1.132.275 1.109.841
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FIGGJARST@DA HIN 31. MARS 2018 /
BALANCE SHEET AS AT 31 MARCH 2018

42

Nota 2017/18 2016/17

Note tDKK tDKK
SKYLDUR / EQUITY AND LIABILITIES
Eginpeningur / Equity
Havudsgrunnur / Main fund 758.000 726.000
Eykagrunnar / Reserve funds 86.468 92.747
Eginpeningur til samans / Total equity 844.468 818.747
Skuld / Liabilities
Langfreistad skuld / Non-current liabilities

10 Lanistovnar / Loan creditors 275.000 275.000
Utsettur skattur / Deferred taxes 0 0

11 Eykagrunsinnskot / Reserve fund deposits 12.237 12.898
Langfreistad skuld til samans / Total non-current liabilities 287.237 287.898
Stuttfreistad skuld / Current liabilities

10  Lanistovnar, stuttfreistadur partur / Loan creditors, payable next year 0 0
Utvegarar av verum og teenastum / Goods and service debt 147 100

12 Skyldugur skattur / Corporation taxes 0 2.877
Onnur skuld / Other debt 423 219
Stuttfreistad skuld til samans / Total current liabilities 570 3.196
Skuld til samans / Total liabilities 287.807 291.094
SKYLDUR TIL SAMANS / TOTAL EQUITY AND LIABILITIES 1.132.275 1.109.841

13 Samhandil vid naerstandandi partar / Transactions with connected parties

14 Vadastyring / Risk management

15  Figgjarligar ognir og skyldur / Financial assets and liabilities

16 Eventualskyldur / Contingent liabilities



GJALDF@RISFRAGREIDING / CASH FLOW STATEMENT

201718 2016/17
tDKK tDKK

Urslit 4drenn skatt / Result before tax 31.367 -49.152
Nidurskriving upp & utldn / Write-downs on loans 1.274 77.450
Ikki stadfestur kursjavningar av lansbragvum /
Unrealized value adjustments on bonds -58 -1.111
Adrar javningar / Other corrections 0 0
Av- og nidurskrivingar / Write downs and depreciation 43 43
Gjaldfori fra rakstri 40renn broyting i arbeidskapitali /
Cash flow from operating activity before
changes in working capital 32.625 27.230
Utgoldin 1an i arinum / Paid out loans during the year -21.798 -160.816
Avdrattir og innfrian av lanum / Downpayment and redemption 127.133 141.476
Broyting { eftirstadum og dogn /
Changes in payments overdue and receivables 1.624 -7.892
Broyting i stuttfreistadum virdisbravum / Changes in current bonds -79.162 -52.800
Broyting i Utvegarum og adrari skuld / Changes in creditors and other debt ~ -1.184 19
Goldin skattur / Tax, paid -2.877 -5.539
Gjaldferi fra rakstri og utlani /
Cash flow from operating and loan actitivities -56.362 -58.322
lzga i materiella stgdisogn / Investment in tangible fixed assets 0 0
Keyp og s@la av virdisbrgvum / Investment and disposal of bonds 5.773 8.041
Gjaldferi fra ilegum / Cash flow from investments 5.773 8.041
Avdrattir av langfreistadari skuld / Repayment of long-term debt 0 0
Lantaka / Loans 0 39.791
Gjaldferi fra figging / Cash flow from financial actitivties 0 39.791
Gjaldferi til samans / Total cash flow 62.135 -10.490
Tekur peningur vid arsbyrjan / Cash in hand at bank at beginning of the year 1.885 12.375
Tokur peningur vid arsenda / Cash in hand at bank at end of the year 64.020 1.885
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EGINPENINGSFRAGREIBING / CHANGES IN EQUITY

2017/18 2016/17
tDKK tDKK
Eginpeningur / Equity
Havudsgrunnur / Main fund 758.000 726.000
Eykagrunnar / Reserve funds 86.468 92.747
Eginpeningur til samans / Total equity 844.468 818.747
Hevudsgrunnur / Main fund
Havudsgrunnur 1. april / Main fund as at 1 April 726.000 759.000
Flutt fra eykagrunnum / Transferred from the reserve funds 32.000 -33.000
Hevudsgrunnur 31. mars / Main fund as at 31 March 758.000 726.000
Eykagrunnar / Reserve fund
Eykagrunnur 1. april / Reserve fund as at 1 April 92.747 100.052
Arsurslit / Result for the yeas 25.721 -40.305
Flutt til hevudsgrunn / Transferred to main fund -32.000 33.000
Eykagrunnur 31. mars / Reserve funds as at 31 March 86.468 92.747
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1 Segment og adrir upplysingar / Segments and other disclosures
Stovnsins primeru inntgkur eru rentur av veittum Utlanum. Hetta er einasta virkisgki hja stovninum.
Tiskil metir leidslan ikki, at stovnurin hevur fleiri rakstrarlig segment.

Utlanini eru gll til faroysk felag, og ti er einans talan um eitt landafradilig segment.

Stoérir kundar fevna um stéran part av samladu rentuinntgkunum hja stovninum. Nidanfyri er vist tal av
kundum, i® umboda meira enn 10% av samladu rentuinntgkunum og teirra samladi partur av rentuinn-
tekunum.

The Fund'’s primary income is interest from loans, which is the Fund's only business sector. Management
is therefore of the opinion that this is the sole business segment for the Fund.

All of the fund's loans are provided to Faroese companies and therefore there is only one geographical
business segment.

Major borrowers account for a large part of the Fund'’s total interest income. The table below shows
the number of borrowers that account for more than 10% of total interest income and their part of the
total interest income for the fund.

Segment og adrar upplysingar / Segments and other information 2017/18 2016/17
Rentur av Utlanum / Interests from loans 32.299 32.307
Provisionir / Commission 459 164

32.758 32.471
Tal av stérum kundum / Number of major borrowers 3 3

Prosentpartur av samladum rentum fra hesum kundum /

Percentage of total interest income from these borrowers 44% 51%
2 Adrar rentuinntekur og kursjavningar /

Other interests and value adjustment 2017/18 2016/17

tDKK tDKK

Rentur av bankapeningi / Interests from bank deposits 15 53

Rentur av lansbrgvum / Interests from bonds 4.531 4.377

Stadfest kurstap av lansbravum / Realized loss from bonds -2.935 -2.221

Stadfestur kursvinningur av lansbrevum / Realized gain from bonds 1.357 550

Kursjavningur av lansbravum / Value adjustments on bonds 58 1.111

3.026 3.870
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3 Fyrisitingarkostnadur / Administration cost
2017/18 2016/17
tDKK tDKK
Fyrisitingarkostnadur / Administration 1.238 2.075
Avskrivingar av bygningi / Depreciation on building during the year 43 43
1.281 2.118
Samsyning til roknskapargrannskodara / Fee to external auditor
Grannskodan / Audiit 194 194
Adrar taenastur / Other services 47 31
241 225
4 Lenir / Wages
Lan og eftirlgn til umbodsnevnd / Wages and pension to representatives 9 10
Len og eftirlan til stjérn / Wage and pension to directors 308 304
Lan til varastjéra / Wage to Deputy Director 787 765
Eftirlan til varastjora / Pension to Deputy Director 162 157
Adrar lgnir / Other wages 859 1.155
Adrar eftirlgnir / Other pension contributations 99 81
Sosialar Utreidslur / Social benefit expenses 87 90
2.311 2.562
Tal av starvsfélki / Number of employees 3 3
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Stjornarlimir verda valdir av landsstyrinum fyri 5 &r i senn. Varastjérin hevur vanliga uppsagnartid uppa

1 &r. [ serligum ferum er uppsagnartidin t6 2 ar.

Visandi til §107 i Arsroknskaparlégini skal upplysast, at Gloria Kalsg er nevndarlimur i P/F Telefonverkid.

Directors are appointed by the Faroese government for a 5 year period at the time. The Deputy Director
has a one year term of notice. Under certain circumstances the term of notice is extended two years.

With reference to §107 in the Faroese Financial Statements Act it shall be informed that
member of the Board of Directors Gloria Kalse is member of the the Board of Directors of P/F Telefonverkio.
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5 Nidurskrivingar upp a atlan og stadfest tap / Write-downs on loans and realized losses
2017/18 2016/17
tDKK tDKK
Stadfest tap / Realized losses -72.224 -2.302
Afturfering av adur framdum nidurskrivingum til tap upp a utlan /
Reversal of prior write-down on loans 74.150 2.550
Broyting  nidurskrivingum upp a verandi lan /
Change in write-downs on present loans -1.650 -80.000
276 -79.752
6 Skattur av arsurslitinum / Taxes on result

Skattur av drsins skattskyldugu inntgku /

Taxes on the taxable income for the year 0 0
Broyting i Utsettum skatti / Changes in deferred taxes -5.646 8.847
-5.646 8.847
Goldin skattur / Paid taxes 2.877 5.539
Effektivt skattaprosent / Effective tax rate 18% 18%
7 Skrivstovubygningur / Office building
Utveganarpeningur 1. april / Acquisition cost as at 1 April 3.203 3.203
Tilgongd / Additions 0 0
Utveganarpeningur 31. mars / Acquisition cost as at 31 March 3.203 3.203
Avskrivingar 1. april / Depreciation as at 1 April -748 -705
Avskrivingar { arinum / Depreciation during the year -43 -43
Avskrivingar 31. mars / Depreciation as at 31 March - 791 -748
Roknskaparligt virdi 31. mars / Booked value as at 31 March 2.412 2.455

Bygningurin verdur avskrivadur yvir 40 ar nidur til eitt restvirdi upp & 1.500 tkr. iroknad grundgkid.

The building is to be depreciated over 40 years to a scrap value of DKK 1.500 thousand, the land in-

cluded.
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8 Lansbrev / Bonds

2017/18 2016/17

tDKK tDKK

Bokad virdi uppgjert til ultimokursir, langfreistad ogn /
Booked value to market rates, long-term assets' 87.150 92.900
Bokad virdi uppgjert til ultimokursir, stuttfreistad ogn /
Booked value to market rates, short-term assets 132.371 53.174
Lansbrgv / Bonds 219.521 146.074
Virdi uppgjert eftir 16g og vidtekum /
Value according to the Fund’s Act and Articles
Lansbrav / Bonds 210.854 140.084
Munur millum békad virdi og virdi eftir 16g og vidtekum /
Difference between book value and value according to the Act and Articles  -8.667 -5.990
Alj6dandi virdi / Nominal value
Lansbrav / Bonds 210.854 140.084
Meting av lansbrevum / Rating of bonds
AAA / AAA 89% 82%
Adrar / Other 1% 18%
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Lansbravini eru fyri tad mesta donsk lansbrgv, sum eru skrasett & barsinum i Keypmannahavn. Tann
vektada midallongdin av lansbrgvunum er 0,87 ar vid roknskapararslok. Lansbrgvini hava baedi fasta og

variabla rentu.

The bonds are mostly Danish bonds that are listed on the Copenhagen stock exchange. On weighted
average, the payment period of the bonds is 0.87 years at year end. The bond portfolio has both fixed

and variable rate.

1 Lansbrev knytt at eykagrunninum sambeert vidtgkunum

Bonds linked to the reserve fund according the Articles of Association
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9 Utlan / Loans
2017/18 2016/17
tDKK tDKK
Vedraettur / 1. priority
Restskuld 1. april / Debt 1 April 720.532 707.907
Nyggj lan / New loans 19.372 122.264
739.904 830.171
Avdrattir / Instalments -69.099 -73.645
Afturrindan v.m. / Repayment etc. -24.997 -35.994
Tap og nidurskriving / Loss and write downs -9.224 0
636.584 720.532
Vedraettur / 2 priority
Restskuld 1. april / Debt 1 April 324.510 317.795
Nyggj lan / New loans 2.426 38.552
326.936 356.347
Avdrattir / Instalments -21.807 -21.944
Afturrindan / Repayment -11.230 -9.893
Tap og nidurskriving / Loss and write downs -63.775 0
230.124 324.510
866.708 1.045.042
Nidurskrivingar 1. april / Write downs 1. April -126.900 -49.449
Afturfaring av 4dur framdum nidurskriving til tap /
Reversal of prior write-down on loans 74.150 2.550
Broyting  nidurskrivingum upp a verandi lan /
Change in write-downs on present loans -1.650 -80.000
-54.400 -126.899
812.308 918.143

Samladu Utlanini til lantakarar vid nidurskriving pr. 31. mars 2018 eru 176 mid.kr. (2017: 241 mid.kr.)

Total loans to debtors with provisions as at 31 March 2018 add up to DKK 176 million. (2017: DKK 241

million)
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2017/18 2016/17
tDKK tDKK
Utlan bytt eftir forfalstid / Loans grouped by maturity
Avdréattir komandi &rid / Instalments next financial year 97.057 133.533
Avdrattir fra 1-5 ar / Instalments 1 to 5 years ahead 424.567 427.651
Avdrattir seinni enn 5 ar / Instalments after more than 5 years 345.084 483.858
866.708 1.045.042
Samlad lansgjeld bytt eftir forfalstid / Total repay-amounts grouped by maturityz
Avtalad lansgjeld netto komandi arid /
Agreed interest and capital repayments next financial year 117.910 156.700
Avtalad lansgjeld netto 1-5 ar /
Agreed interest and capital repayments 1 to 5 year 490.312 522.959
Avtalad lansgjeld netto seinni enn 5 ar /
Agreed interest and capital repayments after more than 5 year 362.201 461.084
970.423 1.140.743
Eftirstgdur eftir aldri / Payments overdue grouped by maturity
Eftirstadur yngri enn 5 manadar / Overdue by less than 5 months 7.117 8.822
Eftirstgdur millum 5 og 11 manadar / Overdue by 5 to 11 months 1.479 2.465
Eftirsta®ur eldri enn 11 manadar / Overdue by more than 11months 2.637 4.342
11.233 15.629
10 Lanistovnar / Loan creditors
Nidanfyri er skuld til lanistovnar sundurgreinad eftir forfalli.
Time-schedule for instalments to loan creditors is:
Avdrattir komandi arid / Instalments next financial year 0 0
Avdrattir fra 1-5 ar / Instalments from 1 to 5 years 275.000 275.000
275.000 275.000
Samlad lansgjeld bytt eftir forfalstid / Total mortgage payments by maturity2
Avtalad lansgjeld netto komandi arid /
Agreed interest and capital repayments 0 0
Avtalad lansgjeld netto fra 1-5 ar/
Agreed interest and capital repayments net 1 to 5 years ahead 284.890 288.838
284.890 288.838
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2 Utroknad eftir galdandi rentuste®i 31. mars 2018
Calculated according to the interest level on 31 March 2018
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201718 2016/17
tDKK tDKK

11 Eykagrunsinnskot / Reserve fund deposits
Salda 1. april / Balance as at 1 April 12.898 12.626
Innskot vidvikjandi Gtldnum / Paid in deposits 1.016 769
Utgoldid i arinum / Paid out deposits -1.677 -497
Salda 31. mars / Balance as at 31 March 12.237 12.898
12 Skyldugur skattur / Corporation taxes
Salda 1. april / Balance as at 31 March 2.877 8.416
Goldin skattur / Paid taxes -2.877 -5.539
Skattur av skattskyldugu inntaku /
Taxes on the taxable income for the year 0 0
Salda 31. mars / Balance as at 31 March 0 2.877
13 Samhandil vid naerstandandi partar / Transactions with connected parties

Stovnurin verdur stjérnadur av eini trimannastjoérn, vald av figgjarmalarddharranum, og einum undirstjéra
settur av stjornini. Hesi eru gll at meta sum naerstandandi partar. Ongi lan eru veitt til naerstandandi partar.

Harumframt er eitt umbodsrad valt fyri stovnin, id bert er radgevandi, og sum ikki hevur nakran avgerdarraett
i stovnsins vidurskiftum. Tiskil er umbodsradid ikki at meta sum naerstandandi partur.

The Fund is lead by three Directors, elected by the Minister of Finance, and a Deputy Director hired by
the Directors. These persons have a status as related parties towards the Fund. No loans have been
granted to related parties.

Furthermore, the Fund has a group of Representatives elected. The Representatives only have an advisory
role and have no controlling function in the Fund. Therefore The Representatives are not considered to
be a related party.
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14 Vadastyring / Risk management

Stovnurin virkar eftir l6g og vidtgkum fyri stovnin. | hesum eru &sett mark og karmar fyri m.a. lanveiting,
lanteku og trygdarmgrkum. Hesar asetingar eru partar av vadastyring stovnsins.

The Fund operates according to the Act and Articles of Association for the Fund. These lay out the limits
and framework for granting loans, borrowings as well as safety margins. These provisions are part of
the Funds risk management.

Rentuvadi

Utlan

Realurin veitir tvey slag av l[&num. Lan, har rentan er marknadarrentan, ta id lanid verdur utgoldid. Panti-
braevid hevur eina haegstu rentu, sum er nakad haegri, enn ta id 1anid bleiv Gtgoldid. Hetta er fyri tad
mesta minni lan, har Realurin er einsamallur um figgingina.

Hini lanini, sum eru umleid 78% av Utldnunum hja Realinum, eru bundin at 6 mar. cibor. Hetta eru stgrri
lan, har Realurin saman vid @drum langevarum. St@did & 6 mdr cibor rentuni hevur i roknskapararinum
og fram til i dag ligi® i millum -0,16% og -0,05%. Realurin heldur ikki, at vadin er serliga storur vid
einum so ladgum rentustadi. Realurin hevur sjalvur 1an 1 cibor, sum svarar til 41% av okkara utlani i cibor.

Lansbrgv

Realurin skal hava eina upphaedd svarandi til minst 10% av sinum Gtlanum bundid i virdisbravum. Hetta
er fyri tad mesta donsk lansbrgv. Vid ti laga rentustadinum, sum hevur verid i longri tid a altjéda marknad-
um, er vandin fyri kurstapi stérur fyri tey lansbrav, sum hava langa afturgjaldstid. Tey lansbrav, sum hava
litlan vada, geva naerum onga rentu. Realurin roynir at hava eina samanseting av lansbrgvum, har vadin
og renta eru rimilig.

Tann vektada midal longdin av okkara lansbrgvum er 0,87 ar vid roknskapararslok imoti 1,23 seinasta
roknskaparar.

Interest risk

Loans

The Fund provides two types of loans. Loans where the interest corresponds to market interest when
the loan is paid out. The mortgage deed has a maximum interest that is slightly above the interest when
the loan was paid out. These loans are usually smaller loans to borrowers where the Fund is the sole
provider of finance.

The other loans that the Fund provides, and which account for about 78% of the total loans, are tied
to the 6 month CIBOR interest rate. These are bigger loans where the Fund provides finance together
with other lenders. The 6 month CIBOR interest rate has been between -0.16% and -0.05% during the
financial period up to today. The Fund does not consider the risk to be very big with such a low interest
rate. The Fund itself has loans based on CIBOR, corresponding to 41% of the Fund'’s granted loans in
CIBOR.
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Bonds

The Fund has to have an amount corresponding to at least 10% of its loans tied up in bonds. These are
mostly Danish bonds that have existed for a long period of time, the risk of capital lossesis big on bonds
with a long repayment period. Bonds with very little risk have almost no interest. The fund tries to have
a portfolio of bonds where the combination of risk and interest income is reasonable.

On weighted average, the repayment period of the bonds is 0.87 years at year end compared to 1.23
years last year.

Nidanfyri vista talva visir dvirkanina av eini broyting i rentustedinum. Utrokningarnar eru gjerdar fyri Gtlan,
lansbraevaognir, og skuld til lanistovnar i figgjarsteduni hin 31. mars 2018.

The following figures show the effect of a change in the interest level. The calculations are based on
loans, bonds, issued bonds and debt to loan creditors in the balance sheet as at 31 March 2018

Rentan / Interest +0,5% Rentan / Interest -0,5%
Rakstur / Eginogn / Rakstur / Eginogn /

Profit&Loss Equity Profit&Loss Equity

Utlan / Loans +3,9 mio +3,9 mio -3,5 mio -3,5 mio
Lansbraevaognir / Bonds +1,1 mio +1,1mio -1,1 mio -1,1 mio
Lanistovnar / Loan creditors -0,9 mio -0,9 mio +0,0 mio +0,0 mio

Kredittvaodi
Stovnurin veitir 1an til reidarf f Fgroyum vid trygd i skipum og ferum. Afturgjaldstidin 4 lanum til nyggjari
for er upp til 15 ar og fyri eldri fgr styttri. A henda hatt verdur roynt at halda kredittvadan & einum
lagum stadi.

Tann maksimali kreditvadin, té id haedd ikki er tikin fyri trygdum
Al 1an eru eftirkannad fyri at meta um neydugt er vid nidurskriving. Stovnurin metir, at hetta best verdur
gjert, uttan at taka haedd fyri teimum trygdum stovnurin hevur i skipsvedbrgvum.

Lysing av trygdum

@l 1an eru givin vid 1. og 2. vedraetti § skipunum. 1. vedraettur skal liggja innanfyri 60% av virdinum og
2. vedreettur skal liggja innanfyri 80% av virdinum. Metingarnar eru grundadar & framdar handlar,
metingar fra Utlendskum metingarfyritgkum umframt innanhysis metingar, sum byggja & ta hollu vitan,
sum Realurin hevur um virdid & fgroyskum fgrum. Metingar fra Utlendskum metingarfelegum svara til
23% av gllum Gtldnum f virdi (2017: 27%); hetta eru skip i fralanda- og ferdamannavinnuni.

Seinastu 5 arini hevur stovnurin stadfest tap upp a til samans 82,0 mié.kr. (2017: 17 mid.kr.)
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Credit risk

The Fund grants loans to ship-owners in the Faroe Islands against colletreal in ships and vessels. The
repayment period for loans to newer vessels add up to 15 years and for older vessels the period is shorter.
By these means the Fund tries to limit its credit risk to a reasonable level.

Maximal credit risk without taking in security
All loans are examined in order to determine the need for provisions. The Fund considers the best way
to do this is not to take into account the securities granted in vessels.

Description of securitites
All loans are granted with 1. and 2. priority in the ship. 1. priority is to be within 60% of the value and

2. priority is to be within 80% of the value. The basis for the estiamated value is made trades and
surveys by foreign brokers and the Fund’s own internal estimates, which are based on the thorough
knowledge that the Fund has about the value of Faroese vessels. Surveys carried out by foreign brokers
add up to 23% of total loans in value (2017: 27%). This concerns the ships in the offshore and tourist
industry.

During the last five years, the realized losses have been a total of DKK 82.0 million (2017:DKK 17 million).

Sundurgreinan av netto Gtlanum greinad a utlansintervall av restskuld pr. 31. mars.

Specification of net loans grouped in lending interval of unpaid debt as at 31 March

Trygd innanfyri / Security within Partur av samladum utlani / Share of total loans
2017/18 2016/17

0-20% 36% 31%

20 - 40% 34% 30%

40 - 60% 22% 23%

60 — 80% 7% 13%

80 — 90% 1% 3%
90 - 100% 0% 0%
Yvir 100% 0% 0%

| omanfyristandandi talvu saest, at 92% av lanunum hja Realinum nettodtlanum liggja innanfyri 60% av
skipsvirdinum. (2017: 84%).

The table above shows that 92% of the Fund'’s loans are within 60% of the ship’s value. (2017: 84%).
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Gjaldsforisvadi

Stovnurin hevur ein solvens upp & 74,6% og eina fremmanda figging upp & 275 mié.kr. Av hesum eru
200 mid.kr. bankalan, sum skulu afturgjaldast 31. desember 2020, og 75 mio.kr. bankalan, sum skulu
afturgjaldast 30. mars 2020. Tann teki peningurin froknad stuttfreistad lansbrav er 196,4 mié.kr. tann
31. mars 2018. Gjaldfari stovnsins er tiskil munandi batnad sidan byrjan av roknskapararinum.

Sambaert rakstrar- og gjaldfgriseetlanunum fyri 2018/19 vil stovnurin kunna halda sinar skyldur yvirfyri
sinum langevarum.

Liquidity risk

The Fund has a solvence ratio of 74.6% and a total foreign financing of DKK 275 million. This amount
includes bank loans amounting to DKK 200 million, which are to be repaid at 31 December 2020, and
DKK 75 million bank loans which are to be repaid as at 30 March 2020. Cash at bank and in hand
including short term bonds amounts to DKK 196.4 million as at 31 March 2018. The Fund liquidity
therefor is improved considerable since the beginning of the accounting year.

The Fund'’s budgets for operations and liquidity for 2018/19 show, that the Fund can meet its obligations
to its loaners.

Gjaldoyravadi

Alt virksemi hja stovninum, iroknad utlan, er i DKK og stovnsins egna lantgka hevur eisini higartil altid
verid { DKK. Stoérur partur av lantakarunum hava eisini bert DKK sum gjaldoyra. Tiskil verdur ikki mett,
at stovnurin hevur nakran beinleidis vdda og sera litlan ébeinleidis vada orsakad av gjaldoyra.

Currency risk

All the Fund’s activities, including loans, are in Danish kroner (DKK) and so far the funding of the Fund
has been in DKK. Most of the debtors also solely use DKK as currency. Therefore, there should be no
direct currency risk and reduced indirect risk due to currency fluctuations.
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15 Figgarligar ognir og skyldur / Financial assets and liabilities

Bélking av figgjarligum ognum og skyldum /
Categories of financial instruments

Nidanfyri eru figgjarligu ognir og skyldur stovnsins bolkadar:
Below the financial assets and liabilities of the fund are classified:
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2017/18 2016/17
tDKK tDKK
Figgarligar ognir virdisasettar til dagsvirdi umvegis rakstur /
Financial assets measured at fair value through the profit and loss 87.150 92.900
Utlén / Loans 812.308 918.143
Figgarligar skyldur virdisasettar til dagsvirdi umvegis rakstur /
Financial liabilities measured at fair value through the profit and loss 0 0
Figgarligar skyldur virdisasettar til amortiseradan kostpris /
Financial liabilities measured at amortized cost 275.000 275.000
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Dagsvirdisyvvirlit fyri figgjarligar ognir virdisasettar til dagsvirdi i figgjarsteduni /
Statement for financial assets measured at fair value in the balance sheet

Stedi 1/ Stedi 2/ Stedi 3/
Level 1 Level 2 Level 3
2017/18 Skrasettir prisir / Malbarir prisir / Adrir prisir / alt/
tDKK Listed prices Observable inputs Unobservable inputs Total
Lansbrav /
Bonds 219.521 0 0 219.521
Stedi 1/ Stadi 2/ Stadi 3/
Level 1 Level 2 Level 3
2016/17 Skrasettir prisir / Malbarir prisir / Adrir prisir / falt/
tDKK Listed prices Observable inputs Unobservable inputs Total
Lansbrav /
Bonds 146.074 0 0 146.074

Haettir og fyritreytir fyri uppgerd av dagsvirdum /
Methods and conditions for measuring at fair value

Nidanfyri er greitt fra haettum og fyritreytum fyri uppgerd av dagsvirdi av figgjarligum télum. Eingin

broyting hevur verid f mun til 2016/17.

Used methods and conditions for measuring financial instruments at fair value is as follows. No changes

in methods have occured compared to 2016/17.

Skrasett lansbrav/ Bonds

Goymslan av skrasettum lansbrgvum inniheldur likvid statslansbrev og realkreditldnsbrgv, sum verda
virdissett til noteradar almennar kursir.

The stock of listed bonds contains liquid government bonds and mortgage bonds which are measured

at publicly quoted prices.
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16 Eventualskyldur / Contingent liabilities

Tilsagn um lan / New loans committed
Stovnurin hevur veitt tilsggn um 1an vid einari samladari upphaedd upp & 23 mid.kr. imoti 44 miod.kr.

seinasta ar.

The Fund has committed itself to new loans amounting to DKK 23 million compared to DKK 44 million
last year.
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