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HOVUDSTLL / MAIN FIGURES

2019/ 2018/ 2017/ 2016/ 2015/
tDKK 2020 2019 2018 2017 2016
Rentur av atlanum /
Interest from loans 25.196 27.388 32.758 32.471 34.581
Urslit av atlansvirksemi /
Result from loan-activity 26.135 26.965 31.400 30.990 31.751
Urslit &8renn broyting f nidurskrivingum /
Result before change in write downs 22.267 25.870 31.091 30.600 28.971
Urslit 48renn skat /
Result before taxes 18.767 13.553 31.367 -49.152 15.671
Arsurslitid /
Result for the year 15.389 11.113 25.721 -40.305 12.850
Utlan 1. vedraettur, brutto /
Loans 1 priority, gross 676.712 604.095 636.584  720.532  707.907
Utlan 2. vedraettur, brutto /
Loans 2 priority, gross 236.288 219.554 230.124  324.510  317.795
Lansbrav /
Bondss 99.612 219.278 219.521 146.074  100.204
Ogn til samans /
Total assets 973.368 1.043.280 1.132.275 1.109.841 1.115.886

Havudsgrunnur /
Main fund 786.000 778.000 758.000  726.000  759.000

Eginpeningur /
Equity 870.970 855.581 844.468  818.747  859.052

Langfreistad skuld /
Non-current liabilities 97.574 111.949 286.343 287.898 212.637

Stuttfreistad skuld /
Current liabilities 4.823 76.650 1.464 3.196 44197




LYKLATGL / KEY FIGURES

2019/ 2018/ 2017/ 2016/ 2015/
2020 2019 2018 2017 2016
Ognaravkast / Return on net assets 2,3% 2,5% 2,7% 2,8% 2,6%
Eginpeningspartur / Equity ratio 89,5% 82,0% 74,6% 73.8% 77,0%
Eginpeningsavkast / Return on equity 1,8% 1,3% 3,1% -4,8% 1,5%
Eykagrunnar i mun til Gtlan /
Reserves as a ratio of loans Min. 10% 10,0% 10,2% 10,6% 10,1% 10,2%
Eykagrunnar i mun til skuld /
Reserves as a ratio of liability Min. 20% 83,0% 41,3% 30,0% 31,9% 39,0%
Skuld i mun til havudsgrunn /
Liability as a ratio of the main fund Max. 500% 13,0% 24,1%  38,0% 40,17%  33,8%
Haegst loyvda Gtlan til ein lantakara ella bolk (mié.kr.) /
Max. loan amount for a single borrower or group 218 214 211 205 215
(DKK millions)

Utrokning av lyklatglum / Key figure calculations

Ognaravkast / Return on net assets Urslit 48renn broyting i nidurskrivingum /
Result before changes in write downs 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 / Result for the year x 100
Eginpeningur, arsmidal / Equity in average

Fragreiding til lyklatalsttrokningar / Explanation to calculation of key figures
I utrokningini av lyklatglum verda nettoutlan nytt /
When calculating the key fiqures, net loans are used.




LEIDSLUFRAGREIDING

Faroya Realkreditstovnur er ein sjalvsognarstovnur, hvars virksemi er skipad smb. lagtingslég nr. 75 fra
5. november 1998 sum seinast broytt vid 16g nr. 123 fra 7. desember 2012. Stovnurin verdur stjérnadur
av eini trimannastjérn, id verdur tilnevnd av landsstyrismanninum i figgjarmalum. Stjérnin verdur vald fyri
5 ar i senn. Stjornin hevur saman vid undirstjéranum dagligu leidsluna av stovninum um hendi. Sambeaert
lbgum og vidtgkum stovnsins verdur rakstrararslitid flutt til eginognina. Verdur stovnurin avtikin, verdur
vid lagtingslog 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 feroyska flotanum. Figgingin verdur veitt méti, at
Realurin faer 1. og 2. vedraett i teimum skipum, sum figging verdur veitt til.

Vid roknskapararslok 31. mars 2020 hevdi stovnurin Utlan, hvars hgvudsstolur var upp a 1.310,7 mid.
kr., sum vi® avdrattum er komin nidur & 913 mid.kr. Vid roknskapararslok voru 7,1 mié.kr. i eftirstgdum
av terminsgjgldum.

Umsoknir

23 1an vid eini samladari upphaedd & 264,8 mid.kr. eru veitt i roknskapararinum 2019/20, av hesum eru
20 nyggj lan svarandi til 238,8 mié.kr. og try umfiggjad lan svarandi til 26 mid.kr. Tolv 1an vid eini
samladari upphaedd & 87,8 mid.kr. vordu afturgoldin, 4drenn lanitidin var Gti.

Byti millum utlansbélkarnar

Realurin ynskir at minka um vadan vid at hava eitt ngktandi byti millum Gtlansbolkarnar. Tey samladu
atlanini eru gkt vid 89 mid.kr. ella 11% f roknskapardrinum 2019/2020. Teir starstu bélkarnir eru trol- og
nétaskip, fsfiskatrolarar, supplyskip og farmaskip. Stersta gkingin er hja farmaskipum og trol- og néta-
skipum. Tad eru veittar 265 mid.kr. i nyggjum lanum. Lan fyri 88 mid.kr. eru goldin 48renn tid, medan
88. mid.kr. stava fra vanligum avdrattum.

Utlanini kunnu bolkast soleidis:

Mié. DKK 2019/20 2018/19 2017/18 2016/17
isfiskatrolarar 178 19% 187 23% 195 22% 214 20%
Frystitrolarar 21 2% 22 3% 39 5% 43 4%
Linu- og garnaskip 43 5% 37 5% 44 5% 47 5%
Raekjutrolarar 2 0% 2 0% 3 0% 39 4%
Verksmidjutrolarar 73 8% 100 12% 119 14% 140 13%
Trol- og notaskip 273 30% 249 29% 237 28% 265 26%
Utrodrarbatar 11 1% 8 1% 10 1% 6 1%
Fraktskip 134 15% 59 7% 52 6% 56 5%
Supplyskip 153 17% 138 17% 139 16% 203 19%
Fer&amannaskip 25 3% 22 3% 29 3% 33 3%
913 100% 824 100% 867 100% 1.046  100%




MANAGEMENT'S REVIEW

The Faroese Shipfinancing Fund is a self-qoverning institution. The Fund'’s activity is organized as pre-
scribed in act no. 75 of the Legting (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 2020 was DKK 1,310.7 million, which with paid
instalments amount to DKK 913 million. By the close of the accounting year, DKK 7.1 million of the
mortgage payments were overdue.

Loan applications

Twenty-tre loans, with a total amount of DKK 264.8 million, have been granted during the accounting
year 2019/20. Twenty of these loans with a total amount of DKK 238.8 million are new loans, and tree
are refinanced loans with a total amount of DKK 26 million. Twevle loans amounting to DKK 87.8 million
were repaid before maturity.

Loans divided between groups of ships

The Fund aims at minimizing the risk by having a spread among the groups of loans. During the account-
ing year 2019/2020 the total loans have increased by DKK 89 million corresponding to 11%. The most
significant groups are purse seiners, fresh fish trawlers, supply ships and cargo vessels. The most signifi-
cant increase concerns cargo vessels and pelagic trawlers. DKK 265 million have been granted in new
loans. Loans amounting DKK 88 million have been repaid before maturity and DKK 88 million concerns
repayments.

The loans can be divided into groups as follows:

DKK million 2019/20 2018/19 2017/18 2016/17
Fresh fish trawlers 178 19% 187 23% 195 22% 214 20%
Freezer trawlers 21 2% 22 3% 39 5% 43 4%
Long Liners and Gillnetters 43 5% 37 5% 44 5% 47 5%
Factory Shrimpers 2 0% 2 0% 3 0% 39 4%
Factory trawlers 73 8% 100 12% 119 14% 140 13%
Purse seiners/
Pelagic vessels 273 30% 249 29% 237 28% 265 26%
Fishing boats 11 1% 8 1% 10 1% 6 1%
Farming vessels 134 5% 59 7% 52 6% 56 5%
Supply ships etc. 153 17% 138 17% 139 16% 203 19%
Passenger ship 25 3% 29 3% 29 3% 33 3%
913  100% 824  100% 867  100% 1,046  100%




LEIDSLUFRAGREIDING

Fiskiskapur og gongdin hja ymsu skipaboélkunum

Fiskivei®an hja heimaflotanum var 97.208 tons { 2019, og er hetta 6.876 tons ella 8% haegri enn 1 2018.
Virdi & veiduni upp & 1.138 mid.kr. i 2019 var 134 mié.kr ella 13% meira enn i 2018. Hoéast broytingarnar
i n@gd og virdi ikki eru so storar, eru broytingar i millum fiskaslagini.

Toskafiskiskapurin er haekkadur vid 8.262 tonsum ella 48 % og virdid er haekkad vid 164 mid.kr. Fiski-
skapurin eftir hysu er haekkadur vid 3.082 tonsum ella 54% og virdid er haekkad 35 mid.kr. ella 43%. |
negd er uppsjoarfiskiskapurin leekkadur vid 4.106 tonsum ella 12% og virdid er laekkad 29 mié.kr. ella
20%. Upsafiskiskapurin er laekkadur vid 2.649 tonsum ella 20% og virdid er laekkad vid 36 mid.kr ella
20%. | hinum boélkunum eru ikki stérar broytingar, men i bolkinum flatfiskur er svartkalvi laekkadur vié
32,7 mié.kr. medan havtaska er haekkad vid 26,1 mié.kr.

Ikki sidani 2007 ta avreidingarvirdid hja heimaflotanum var 1,2 mia. kr. hevur avreidingarvirdid verid so
hegt sum { 2019.

Nagd i tonsum Virdi i 1.000 kr. Midalprisur pr. kg.
Fiskaslag 2019 2018 2019 2018 2019 2018
Toskur 25.419 17.157 506.670 342.186 19,93 19,94
Hysa 8.756 5.674 115.631 80.840 13,21 14,25
Upsi 19.003 21.652 116.814 146.140 6,15 6,75
Annar botnfiskur 9.505 9.593 112.775 122.506 11,86 12,77
Gulllaksur 11.734 11.711 57.333 55.718 4,89 4,76
Flatfiskur 5.045 5.083 146.903 152.783 29,12 30,06
Uppsjovarfiskur 11.488 15.594 60.464 87.022 5,26 5,58
Onnur fiskaslag tils. 6.258 3.868 21.539 16.970 3,44 4,39
Veidan til samans 97.208 90.332 1.138.129  1.004.165 11,71 11,12

Kelda: Fiskiveidieftirlitid

Tann samlada framgongdin i veiduni fyri heimaflotan er 6.972 tons ella 8%. Trolararnir hava eina aftur-
gongd upp & 5.560 tons ella 10%. Minkingin stavar i hgvudsheitinum fra, at veidan eftir uppsjovarfiski
er lekkad 3.620 tons ella 26%, medan veidan eftir botnfiski er laekkad vid 1.940 tonsum ella 5%. Tad
er serliga upsafiskiskapurin, sum er orsgkin til laekkingina.

Hinir bolkarnir hava allir framgongd. Serliga Utrédrarbatarnir hava havt stéra framgongd vid eini haekking
upp & 2.650 tons ella 53%.

Nagd i tonsum 2019 2018 2017 2016 2015 2014
Trolarar, botnfiskur 41.021 42.962 47.300 46.343 45.178 40.986
Trolarar, uppsjovarfiskur | 10.353 13.973 23.524 15.740 22.893 38.638
Trolarar til samans 51.374 56.934 70.824 62.083 68.071 79.624
Linuskip 19.950 15.280 13.457 14.161 13.718 12.791
Utrodur 14.823 7.685 5.035 6.175 6.749 6.460
Ggrn, trol og skeljabatar| 11.158 10.433 9.388 7.975 7.786 8.758

97.305 90.333 98.704 90.394 96.324 107.633

Kelda: Fiskiveidieftirlitid



MANAGEMENT'S REVIEW

Fishery and results for the various groups of fishing vessels
Catches from the domestic fleet in 2019 were about 97,208 tonnes, which is 6,876 tonnes or 8% more
than in 2018. The value of the catch amounting DKK 1,138 is DKK 134 million or 13% more than in 2018.

Despite the fact that there are almost no changes in quantity and value, there have been changes in species.
In quantity, the cathes of cod has increased by 8,262 tonnes or 48% and the value has increased by DKK
164 million. The catches for haddock have increased by 3,082 tonnes or 54% and the value has increased
by DKK 35 million or 43%. In quantity pelagic fish has decreased by 4,106 tonnes or 12% and the value
has decreased by DKK 29 million or 20%. The catches for Seithe have decreased by 2,649 tonnes or 20%
and the value has decreased by DKK 36 million or 20%. There have not been significant changes within
the other groups, however, in the flatfish group there has been a decrease in the cathes for greenland
halibut by DKK 32,7 million while the cathes for monk have increased by DKK 26,1 million.

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 2019.

Quantity in tonnes Value in DKK 1,000 kr. Average price per kg
Fish species 2019 2018 2019 2018 2019 2018
Cod 25,419 17,157 506,670 342,186 19.93 19,94
Haddock 8,756 5,674 115,631 80,840 13.21 14.25
Saithe 19,003 21,652 116,814 146,140 6.15 6.75
Groundfish 9,505 9,593 112,775 122,506 11.86 12.77
Silver smelt 11,734 11,711 57,333 55,718 4.89 4.76
Flat fish in total 5,045 5,083 146,903 152,783 29.12 30.06
Pelagic fish 11,488 15,594 60,464 87,022 5.26 5.58
Other fish species 6,258 3,868 21,539 163,970 3.44 4.39
Catch in total 97,208 90,332 1,138,129 1,004,165 11,71 11,12

Source: Faroese Statistics Bureau

The total increase in catches from the domestic fleet is 6,972 tonnes or 8%. The trawlers have had a decline
of 5,560 tonnes or 10%. The decrease mainly derivers from the catches of pelagic species, which have had
a decline of 3,620 tonnes or 26%, while the catches for groundfish has declined 1,940 tonnes or 5%. It
is mainly the cathes of seithe, which causes the decline.

All the other groups have had an increase, especially the fishing boats have had a significant improvement
with an increase of 2,650 tonnes or 53%.

Quantity in tonnes 2019 2018 2017 2016 2015 2014
Trawlers, groundfish 41,021 42,962 47,300 46,343 45,178 40,986
Trawlers, pelagic fish 10,353 13,973 23,524 15,740 22,893 38,638
Trawlers in total 51,374 56,934 70,824 62,083 68,071 79,624
Long liners 19,950 15,280 13,457 14,161 13,718 12,791
Fishing boats 14,823 7,685 5,035 6,175 6,749 6,460
Gillnetters, trawl-
and shell boats 11,158 10,433 9,388 7,975 7,786 8,758
97,305 90,333 98,704 90,394 96,324 107,633

Source: The Faroe Islands Fisheries Inspection
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LEIDSLUFRAGREIDING

Ta starstu framgongdina i virdi hja heimaflotanum hevur bélkurin linuskip og utrédur. Gkingin hja linuskip-
inum er 87 mid.kr. ella 28% og hja utrédrinum 110 mid.kr. ella 88%. Bolkurin gern, trol og skeljabatar
hevur eina laekking upp & 8 mid.kr. ella 7%. Laekking i fiskiskapinum eftir svartkalva hja garnaskipunum er
13 mid.kr. og hja trolbatinum 5 mié.kr. Trolararnir hava eina afturgongd upp & 55 mié.kr. ella 12%. Virdid
a botnfiskinum er laekkad vid 30 mid.kr. ella 8% og virdi & uppsjovarfiskinum er laekkad vid 24 mid.kr. ella
31%. Ein av orsgkunum til laekkingina hja trolaraflotanum er, at nakrir trolarar eru lagdir.

Virdi { 1.000 kr
Reidskapur 2019 2018 2017 2016 2015 2014
Trolarar, botnfiskur 339.970 370.057 402.493 437.289 436.185 354.520
Trolarar, uppsjovarf. 54.897 79.374 134.525 94.969 114.822 144.645
Trolarar til samans 394.867 449.431 537.018 532.258 551.007 499.165
Linuskip 392.877 306.020 236.183 229.680 223.239 174.394
Utrédur 235.386  125.332 75.657 88.363 94.014 90.016
Garn, trol og skeljab. | 115.165  123.382 110.105 86.062 68.876 64.067

1.138.295 1.004.166 958.963 936.363 937.136 827.642
Kelda: Fiskiveidieftirlitid

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

Fiskaslag 2019 2018 2019 2018 2019 2018
Makrelur 51.951 69.587 475.560 578.794 9,15 8,32
Sild 119.457 87.867 506.629 354.234 4,24 4,03
Svartkjaftur 332.960 353.411 673.820 614.203 2,02 1,74
Lodna o.a. 4.889 14.119 10.648 63.998 2,18 4,53
Nota- og
idnadarskip tils. 509.257 524.984 1.666.657 1.611.229 3,27 3,07
Heimaflotin 97.305 90.332 1.138.297 1.004.165 11,70 11,12
Raekjuskip 2.154 2.942 45.905 66.183 21,31 22,50
Flakatrolarar, lidugv. 15.605 14.910 549.973 440.896 35,24 29,57
Veidan til samans 624.321 633.168 3.400.832 3.122.473 5,45 4,93

Kelda: Fiskiveidieftirlitid

Tann samlada veidan hja noéta- og idnadarskipum er laekkad vid 15.727 tonsum ella 3%, medan virdid
er gkt vid 55 midé.kr. ella 3%. Midalprisurin er haekkadur vid 20 oyrum, sum svarar til 6,5%. Tad eru
ikki stérar broytingar millum tey ymsu fiskaslggini. Sildaveidan er laekkad vid 31.590 tonsum, medan
vir@id er haekkad vid 152 mié.kr. Nagdin av svartkjaftinum er laekkad vid 20.451 tonsum, medan virdid
er haekkad vid 60 mio.kr. Hetta ti at prisurin er haekkadur vid 29 oyrum { 2019. [ 2018 vard fiskad fyri
61 mié.kr. av lodnu. Ongin fiskiskapur hevur verid eftir lodnu i 2019.



MANAGEMENT'S REVIEW

The most significant increase in value concerns the long liners and the deck boats. The long liners had
an increase of DKK 87 million or 28% and the deck boats had an increase of DKK 110 million or 88%.
The group qillnetters, trawl- and shell boats had a decline of DKK 8 million or 7%. The gillnetter have
had a decline in cathes for greenland halibut of 13 million while the trawl! boats have had a decline of
DKK 5 million conserning cathes for greenland halibut. The group trawlers had a total decline of DKK
55 million or 12%. The value of cathes of groundfish has declined with DKK 30 million or 8% and the
value of cathes of pelagic fish has declined with DKK 24 million or 31%. One of the reasons for the
decline concerning the trawlers is that some trawlers have been layed up.

Value in DKK 1,000

Equipment 2019 2018 2017 2016 2015 2014
Trawlers, ground fish 339,970 370,057 402,493 437,289 436,185 354,520
Trawlers, pelagic fish 54,897 79,374 134,525 94,968 114,822 144,645
Trawlers in total 394,867 449,431 537,018 532,258 551,007 499,165
Long liners 392,877 306,020 236,183 229,680 223,239 174,394
Deck boats 235,386 125,332 75,657 88,363 94,014 90,016
Gillnetters trawls
and shell boats 115,165 123,382 110,105 86,062 68,876 64,067
1,138,295 1.004.166 958,963 936,363 937,136 827,642

Source: The Faroe Islands Fisheries Inspection

Quantity in tonnes Value in DKK 1.000 Average price per kg.
Total catches 2019 2018 2019 2018 2019 2018
Mackerel 51,951 69,587 475,560 578,794 9.15 8.32
Herring 119,457 87,867 506,629 354,234 4.24 4.03
Blue whiting 332,960 353,411 673,820 614,203 2.02 1.74
Capelin 4,889 14,119 10,648 63,998 2.18 4.53
Pelagic fish in total 509,257 524,984 1,666,657 1,611,229 3.27 3.07
Inshore fleet 97,305 90,332 1,138,297 1,004,165 11.70 11.12
Shrimp trawlers 2,154 2,942 45,905 66,183 21.31 22.50
Factory trawlers,
round fish & fillets 15,605 14,910 549,973 440,896 35.24 29.57
Total catches 624,321 633,168 3,400,832 3,122,473 5.45 4.93

Source: The Faroe Islands Fisheries Inspection

The total catch from purse seiners and industry vessels has decreased by 15,727 tonnes or 3% while the
value has increased by DKK 55 million, corresponding to 3%. The average price has increased by DKK
0.20 corresponding to 6.5%. There are no significant changes within the different fish species. The
cathes of herring have decreased by 31,590 tonnes, while the value has increased by DKK 152 million.
The quantity of cathes of blue whiting has decreased by 20,451 tonnes while the value has increased
by DKK 60 million as the price increased by 0.29 DKK/kg in 2019. In 2018 the cathes for capelin had a
value of DKK 61 million. There has not been any cathes for capelin in 2019.
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LEIDSLUFRAGREIDING

Hja raekjuskipunum minkadi veidunggdin av raekjum 788 tons og virdid 20,3 mid.kr. Tad er nl bara eitt
raekjuskip eftir i Fgroyum, eftir at eitt skip bleiv selt av landinum i juni 2017. Tveir flakatrolarar fiska eisini
partvis raekjur, soleidis at tann samlada veidan eftir reekjum i 2019 er 4.533 tons sum er nakad tad sama
sum { 2018. Virdi er 88 mid.kr. Hetta er 16 mié.kr. minni enn { 2018. Prisurin er laekkadur vid kr. 2,76 ella
12% i 2019.

Hja flakatrolarum er nggdin gkt vid 695 tonsum ella 5%, medan virdid er gkt vid 109 mid.kr. ella 25%.
Prisurin er gktur vid 5,67 kr./kg. ella 25%.

Utflutningur av fiski i 1.000 kr.

2019 2018 2017 2016 2015 2014
Makrelur 964.122 681.789 1.043.204 990.203 862.000 884.384
Sild 739.453 485.728 654.293 401.954 471.812 290.656
Svartkjaftur 160.953 156.296 144913 175.946 161.357 123.226
Uppsjovarfiskur tils. 1.864.528 1.323.813 1.842.410 1.568.103 1.495.169 1.298.266
Laksur og sil 4.042.363 3.346.962 3.871.636 3.661.887 |2.799.279 2.950.811
Annar fiskur 3.029.127 2.815.596 2.697.859  2.444.289 | 2.401.267 1.930.454
Utflutningur av
fiski til samans 8.936.018 7.486.371 8.411.905 7.674.27 | 6.695.715 6.179.531
Annar fiskur i % 34 38 32 32 36 31

Kelda: Hagstova Fgroya

Virdi & veiduni hja heimaflotanum er minkad négv tey seinastu arini i mun til tann samlada fiskiskapin.
i 2008 og 2009 var veidan hja heimaflotanum 50% av fiskiskapinum. Sidani ta hevur virdi® verid javnt
fallandi. [ 2018 var Gtflutningurin hja botnfiskaflotanum 38% av ti samlada fiskautflutninginum. Henda
gking stavadi fra, at Gtflutningurin av laksi og uppsjévarfiski laekkadi vid einari godari milliard. { 2019 er
aftur gking i laksaalingini og uppsjévarfiskisskapinum, solei@is at botnfiskaveidan er 34% av ti samlada
Utflutninginum av fiski.

Hvussu 2020 kemur at roynast er ilt at siga enn, men korona kreppan, sum hevur rakt allan heimin,
kann koma at raka okkara kundar meint. Tad er afturgongd i nggd og virdi i 1. arsfjordingi i 2020 i
mun til i 2019. Sambaert uppgerd fra Fiskiveidueftirlitinum i 1. arsfjérdingi 2020 eru fiskad 141.600
tons imoéti 177.843 tonsum sama tidarskeid  2019. Veiduvirdid i 1. arsfjordingi 2020 var 793 mid.kr.
imoti 852 mid.kr. sama tidarskeid i 2019.

Ein skal vera varin at gera nidurstgdur Utfrd hesum, ti koronakreppan hevur gjert, at tad er uppbygdar
goymslur av lidugt verum, so sum flak til Bretland og tann frysti fiskurin hja linuskipinum. Tad er helst ein
av orsgkunum til, at afturgongdin hja flakatrolarum er 83 mié.kr. og linuskipinum 37 mié.kr. Tad er framgongd
og afturgongd i teimum ymisku veidubolkunum. Trolararnir havdu eina afturgongd upp & 15 mid.kr.
1. arsfjording, medan april i &r var & sama stadi sum i fjgr. Utrédurin, id hevdi eitt sera gott &r i 2019 hevur
eina afturgongdin 8,4 mid.kr. 1. arsfjérding og 15 mid.kr. teir fyrstu fyra manarnar i ar. Teir smau trolararnar
hevdu eitt gott ar i figr, men afturgongdin teir fyrstu 4 manarnar i 2020 er 19 mié.kr. Hja garnaskipunum
er framgongdin 9 mid.kr. Uppsjévarskipini avreiddu fyri 579 mid.kr. teir fyrstu fyra manarnar i ar. Tad er
nakrar faar mié.kr. minni enn i fier.



MANAGEMENT'S REVIEW

For the shrimp trawlers, the quantity decreased by 788 tonnes and the value decreased by DKK
20.3 million in 2019. There is only one factory shrimper left in the Faroe Islands today, as one was sold
abroad in June 2017. Two factory trawlers partly cathed shrimps, therefor, the total catch in 2019 was
4,533, which is about the same as in 2018. The value was DDK 88 million, which is DKK 16 million less
than in 2018. The price declined with DKK 2.76 or 12% in 2019

For the factory trawlers the total quantity has increased by 695 tonnes or 5% while the value has
increased by DKK 109 million corresponding to 25%. The price has increased by DKK/kg 5.67 or 25%.

Export in DKK thousand

2019 2018 2017 2016 2015 2014
Mackerel 964,122 681,789 | 1,043,204 990,203 862,000 884,384
Herring 739,453 485,728 654,293 401,954 471,812 290,656
Blue whiting 160,953 156,296 144,913 175,946 161,357 123,226

Pelagic fish in total 1,864,528 1,323,813 | 1,842,410 1,568,103 1,495,169 1,298,266
Salmon and trout 4,042,363 3,346,962 | 3,871,636 3,661,887 | 2,799,279 2,950,811
Other species 3,029,127 2,815,596 | 2,697,859 2,444,289 | 2,401,267 1,930,454

Total export of fish |8,936,018 7,486,371 | 8411,905 7,674,279 | 6,695,715 6,179,531

Other species in % 34 38 32 36 36 31

Source: Faroe Statistic Bureau

The value of the cathes from the domestic fleet has declined considerably during the last years compared
to the total cathes. In 2008 and 2009 the domestic fleet owned 50% of the total cathes. Since then the
value has declined steadily. In 2018 the export of ground fish was 38% of the total fish export. The
increase derivers from a decrease of export of salmon and pelagic fish of approx. DKK one billion. In
2019 the export of salmon and pelagic fish increases again and now hold 34% of the total export.

It is difficult to predict how 2020 will turn out, but the corona crisis, which has made an impact on
whole world will probably also affect our clients considerable. There is a decline in quantity as well as
value the first quarter of 2020 compared to 2019. According to a statement from The Faroe Islands
Fisheries Inspection 141,600 tonnes were cathed in first quarter of 2020 compared to 177,843 tonnes
for the same period in 2019. The value of the catch the first quarter 2020 was DKK 793 million compared
to DKK 852 million for the same period in 2019.

One has to be careful predicting from the above mentioned, because the corona crises has also lead to
increase in stock of finished products such as fish fillets to Great Britain and frozen fish from the long
liners. This is probably one of the reasons for the decrease of DKK 83 million concerning factory trawlers
and DKK 37 million concerning the long liners. There is increase and decline in the various groups. The
trawlers had a decrease of DKK 15 million the first quarter, while the catches in April had reached the
same level as last year. The fishing boats had a very good 2019, but the first quarter in 2020 this group
had a decline of DKK 8.4 million and DKK 15 million decline the first four months this year. The small
trawlers had a good 2019 but a decline amounting DKK 19 million the first four months this year. The
gillnetters had an increase of DKK 9 million. The value of the catch concerning the pelagic group was
DKK 579 million the first four months this year, which is approximately the same as for the same period
last year.
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Tad ma vaentast at fiskaprisirnir verda laegri i ar enn i fjgr. Hinvegin er oljuprisurin eisini fallin munandi.

Hja heimaflotanum er makrelkvotan gkt Gr 10.500 tons upp i 20.332 tons. @kingin er 42% hja trolara-
num og harafturat hava linuskipini fingid 4.000 tons og garnaskipini 1.400 tons.

Millumtj6da avtalur eru gjerdar fyri flest gll fiskaslgg. Avtalurnar eru a leid teer somu sum f fjgr. Toska-
kvotan & Flemish Kap er t& minkad munandi. Hon er farin Ur 3.911 tonsum nidur i 1.907 tons. Tann
stersta broytingin er, at makrelkvotan er gkt vid 33.849 tonsum. Hetta er ein stér hjalp hja heima-
flotanum.



MANAGEMENT'S REVIEW

It is expected that the prices will be lower this year than last year. On the other hand oilprices have
declined considerable.

The quota of mackerel for the domestic fleet has increased from 10,500 tonnes to 20,332 tonnes. 42%
of the increase concerns trawlers, 4,000 tonnes long liners and 1,400 concerns gillnetters.

International agreements have been made for most of the fish species. The agreement are about the
same as last year. The quota of cod at Flemish Cap has, however, declined significantly from 3,911 tonnes
to 1,907 tonnes. The most significant change is that the quota of mackerel has increased by 33,849
tonnes. This is a great help to the domestic fleet.
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Fralandavinnan

Realurin figgjar baedi tey stéru fgroysku felggini i fralandavinnuni. Tad eina felagid hevdi eitt gott urslit
2019 og hja hinum gekk betur enn vaentad, so utlitini séu gdd ut. Korona kreppan broytti alt. Allur
heimurin lukkadi nidur. Hetta gjgrdi at oljuprisirnir fullu munandi. Eitt skifti var prisurin & 17$ fyri tunnuna.
Hann er t6 haekkadur nakad aftur (30$ 14/5-20). Hvat hetta fer at enda vid, er ilt at spda um. Oljunytslan
er gkt & hvgrjum 4arid. NU hava tey oljuframleidandi londini minkad um sina framleidslu fyri at halda
prisinum uppi. Serfradingarnir eru & ymiskum malid um, hvat fer at henda. P/F 6. September 2006 skrivar
i sinari arsfragreiding, at teir vaenta, at avtalan vid figgjarveitarar sum gongur Ut ultimo 2020 verdur
endurnyggjad,og kemur at taka haedd fyri teimum broyttu umst@dunum i samband vid corona kreppuna.

Ferdamannaskip

Ferdavinnan er tann vinnan sum er hardast rakt av korona kreppuni. Tad ma vaentast, at nogv felag i
vinnuni fara & husagang um allan heim. Realurin figgjar try av skipunum hja Smyril Line. Arid 2019 er
besta arid hja felagnum vid einum yvirskoti upp & 76 mid.kr. og einum eginpeningi upp & 348 mid.kr.
Smyril Line vaentar, at 2020 verdur eitt trupult ar. Serliga er tad skipid Norrgna og hotellini Hotel Hafnia
og Hotel Brandan sum faa tad torfgrt. Tad ma roknast vid, at summarid kemur at geva teimum eitt stort
hall. Fraegari er tad vid farmasiglingini, men eisini har vaentar felagid eina nidurgongd.



MANAGEMENT'S REVIEW

The offshore industry

The fund finances both the major Faroese companies in the offshore industry. The results were good
concerning both of them in 2019, even beter than expected for one of them, so the prospect looked
good. The corona crises changed everything. The whole world shut down. This derivered a sever decline
in oilprices. At one time the price was $17 for a barrel. However, the price has increased a little since
then ($30 as at 14 March 2020). It is hard to predict the outcome of this. The use of oil has increased
every year. Now the oil-produsing countries have decreased their production as to maintaining the price
at a higher lewel. The specialists disagree on what is going to happen. One of the major offshore
company, PIF 6. September says in its management report that their agreement with investors, which
terminates at the end of 2020 will be renegotiated, and that the new agreement will take into account
the changed circumstances in connection with the corona crises.

Passenger ships

The tourist industry is the industry most affected by the corona crises: Many companies are expected to
go bankrupt worldwide. The Fund finances three of Smyril Line’s ships. The year 2019 was the best year
for Smyril Line with a result amounting DKK 76 million and an equity amounting DKK 348 million. The
year 2020 is expected to become a problematic year. In particular the passenger ship Norrana and the
hotels; Hotel Hafnia and Hotel Brandan will face a difficult time, and it is expected that the summer
2020 will result in a large deficit. It looks a bit better with the freight vessels, but here too a decline is
expected.
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ARSROKNSKAPURIN 2019/2020

Urslitid
Urslit 48renn nidurskrivingar og stadfest tap upp & utlan er 22,3 mié.kr.,, sum er 3,6 mié.kr. lagri enn i
2018/19. Havudsmunurin stavar fra, at rentuinntgkurnar eru 4,3 mio.kr. laegri.

T4 id nidurskrivingar og skattur eru drigin fra, er arsurslitid 15,4 mid.kr.,, sum er 4,3 mié.kr. haegri enn
i 2018/19.

Nidurskrivingar til tap upp a utlan

Stjérnin hevur afturfgrt 8,0 mid.kr. av verandi nidurskrivingum til tap upp & utlan. Nidurskrivingin til
tap upp 4 onnur Utlan er gkt vid 11,5 mié.kr. Soleidis eru samladu nidurskrivingarnar til tap upp a
atlan 64,3 mid.kr. tann 31. mars 2020.

Stjornin metir, at soleidis sum pantini hja Realinum eru samansett vid eini avisari spjading millum ymsu
slagini av skipabdlkum, so er nég mikid lagt upp fyri héttandi tapum.

Eftirsta®urnar eru 7,1 mio.kr. tann 31. mars 2020 svarandi til 0,83% av samladu nettoutlanunum.

Eginpeningurin

Eginpeningurin vaks vid 15,4 mié.kr. til 870,9 mid.kr. i roknskapararinum 2019/20. Vid roknskaparars-
byrjan var hgvudsgrunnurin 778 mioé.kr. og eykagrunnurin 77,6 mid.kr. Vid roknskapararsenda var
havudsgrunnurin 786 mié.kr. og eykagrunnurin 84,9 mid.kr.

Upphaeddin i eykagrunninum pr. 31. mars 2020 var 84,9 mié.kr., svarandi til 83% av skuld stovnsins.

Lyklatel og soliditetur

Ognaravkasti®d var 2,3%, sum er aleid tad sama sum seinasta roknskaparar, ta id tad var 2,5%. Rentingin
av eginognini var 1,8% i farna éari, og er tad nakad haegri enn &rid fyri, ta tad var 1,3%. Eykagrunnar
settir i mun til Gtlanini voru 10,0%. Seinasta roknskaparar var prosentid 10,2%.



MANAGEMENT'S REVIEW

ANNUAL REPORT 2019/2020

Result
The result before write downs on loans and realized losses is DKK 22.3 million, which is DKK 3.6 million
lower than in 2018/19. The main difference is due to lower interest income of DKK 4.3 million.

After deduction of write-downs and taxes, the result is DKK 15.4 million, which is DKK 4.3 million higer
than in 2018/19.

Provision on bad loans

The management has reversed DKK 8 million of the provision for bad debt. Provisions for bad debt for
other loans are increased by DKK 11.5 million, so that the total provisions for bad debt add up to DKK
64.3 million as at 31 March 2020.

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.

Payments overdue amount to DKK 7.1 million as at 31 March 2020 corresponding to 0.83% of total
loans.

Equity

The Fund's equity increased by DKK 15.4 million to a total of DKK 870.9 million in the accounting year
2019/2020. At the beginning of the year, the Main Fund was DKK 778 million and the Reserve Fund
was DKK 77.6 million. At the end of the year, the Main Fund was DKK 786 million and the Reserve
Fund amounted to DKK 84.9 million.

As at 31 March 2020, the Reserve Fund had a total sum of DKK 84.9 million, corresponding to 83% of
the Fund's total debt.

Key figures and solidity

Return on net assets was 2.3%, which is about the same as last year when it was 2.5%.

The return on equity was 1.8%, which is considerably lower than last year when it was 1.3%.
Reserve Funds as part of loans are 10.0%. Last year they were 10.2%
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Soliditetur stovnsins maldur sum samladi eginpeningur i lutfalli av:
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2019/20 2018/19 2017/18
Samladu skyldum 851% 456% 293%
Samladu lanum og eftirstgdum 102% 11% 103%

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 roknskapar-
arslok.

Framtidin

Rentan 4 altjoda marknadum hevur ligid 4 einum lagum stadi sidani september 2009. Seinasta roknskap-
arari® og fram til i dag hevur CIBOR rentan 6 manadir ligid millum - 0,11% og -0,18%. Naestan gll
okkara utlan, sum eru figgjad saman vid @drum figgingarstovnum, eru bundin at cibor rentuni. Tad verda
ikki veentadar taer stéru broytingarnar f rentuni i naermastu framtid.

Tann nyggja fiskivinnuléggavan, sum kom i gildi 1. januar 2018 er nu aftur broytt. Uppbodssglan verdur
avtikin og menningarkvoturnar verda helst til egin kvotur. Eisini eru veiduraettindi flutt yviraftur & skipini.
Hetta er ein fyrimunur hja Realinum, ti at tey ved Realurin hevur i skipum eru tryggari. Korona kreppan
kemur at gera, at vit kunnu vaenta fallandi prisir a fiski, og at trupulleikar verda vid at selja verur. Hetta
kemur at krevja stérar pengabindingar hja virkjunum.

Trolararnir, sum fiska undir Fgroyum, hava verid illa fyri leingi. Upsafiskarii® er bara minkad og minkad.
[ 2000 fiskadu trolarar 31% av ti samlada virdinum, medan teir i dag eru nidri & 12%. Hetta hevur gjart,
at skip nu eru lagd, og um ikki nakad broytist, kann verda, at enn fleiri verda lzgd. Ti hevur Realurin gkt
avsetingar iméti tapi upp 4 henda bolk.

Leidslan metir, at Urslitid fyri 2020/21 &8renn nidurskrivingar og skatt kemur at liggja & sama st@di sum
i 2019/20.
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The solidity of the Fund measured as the equity in proportion to:

2019/20 2018/19 2017/18
The total debt of the Fund 851% 456% 293%
The total loans of the Fund 102% 111% 103%

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 -0.11% and -0.18 %. 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.

The new fishing act from 1 January 2018 has been changed. The auction will be repealed and the
development quotas will most likely become own quotas. The right to catch will also be transferred back
to the vessels. This will be of benefit to the Fund as the mortgage on the vessels thereby becomes safer.
The corona crises means that we can expect lower prices for fish and that it will be harder to sell goods.
This entails a large amount of money tied up with the companies.

The domestic fleet has been struggeling for a long time. The cathes of Seithe has declined continously.
In 2000 the trawlers catched 31% of the total value, today they only cath 12% of the total value. This
has lead to that trawlers are taken out of fishery, and if things do not change probably more will follow.
Therefore, The Fund has increased the provisions for bad debt for this group of vessels.

The management expects that the annual result before write downs and tax for 2020/2021 to be at the
same level as in 2019/2020.
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Stjérnin og varastjérin hava i dag vidgjert og gédkent arsfrasagnina fyri 2019/20 fyri Faroya Realkredit-
stovn.

Arsfrasggnin er greidd ur hondum f samsvari vid faroysku arsroknskaparlégina,

Vit meta, at at arsroknskapurin gevur eina raettvisandi mynd av stovnsins ognum, skyldum og figgjarligu
stadu hin 31. mars 2020 umframt av rakstrar-urslitinum og peningastreyminum hja stovninum fyri rokn-
skapararid 1. april 2019 — 31. mars 2020.

Leidslufragreidingin inniheldur eftir okkara tykki eina raettvisandi fragreiding um virksemid og figgjar-ligu
vidurskiftini, arsurslitid og figgjarligu stadu stovnsins umframt eina fragreiding um mest eydsyndu vadar-
nar og ivamalini, sum stovnurin hevur.

Av ti at stovnurin avleggur arsfrasagn eftir faroysku arsroknskaparlogini, verda virdisbrgvini virdisasett til

ultimokursir { figgjarsteduni. | § 25 f vidtekunum um Fgroya Realkreditstovn er 4sett, at virdisbraevaognir
skulu virisasetast til sgguligar midalkursir. Hetta virdid er upplyst f notu 8.

Térshavn 4. juni 2020

Stjorn:

Jéannes Eidesgaard Gloria Kalsg Sigurd Poulsen

Varastjori:

Leivur D. Michelsen



MANAGEMENT'S STATEMENT

The Board of Directors and the Deputy Director have today discussed and approved the annual report
for 2019/20 for the Faroese Shipfinancing Fund.

The annual report has been prepared in accordance with the Faroese Financial Statements Act.

In our opinion the Financial Statements give a true and fair view of the Fund'’s financial position at 31
March 2020 and of the results of the Fund’s operations and cash flows for the financial year 1 April
2019 — 31 March 2020.

In our opinion, the Management's review includes a fair review of the development in the Fund’s oper-
ations 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 the Faroese Financial Statements Act, bonds are meas-

ured to closing prices. According to Article 25 in the Articles of Association Act for the Faroese Ship-
financing Fund bonds are to be measured at historical average rates. This value is shown in note 8.

Torshavn 4 June 2020

Board of Directors:

Jbannes Eidesgaard Gloria Kalsg Sigurd Poulsen

Deputy Director:

Leivur D. Michelsen
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Til stjérnina i Feroya Realkreditstovni

Nidursteda

Vit hava grannskodad arsroknskapin hja Fgroya
Realkreditstovni fyri roknskapararid 1. april 2019 —
31. mars 2020 vid nyttum roknskaparhatti, rakstrar-
roknskapi, figgjarstadu, eginpeningsfragreiding,
gjaldsferisfragreiding og notum. Arsroknskapurin
er gjgrdur samsvarandi faroysku arsroknskaparlégini.

Tad er okkara fatan, at arsroknskapurin hja Fgroya
Realkreditstovni gevur eina reettvisandi mynd av
stovnsins ognum, skyldum og figgjarligu stadu 31.
mars 2020 og av Urslitinum av virksemi og gjaldferi
stovnsins i roknskapararinum 1. april 2019 - 31.
mars 2020 samsvarandi faroysku arsroknskapar-
[6gini.

Grundarlag fyri nidurstgduni

Vit hava grannskodad samsvarandi altjoda stand-
ardum um grannskodan og eftir gdrum asetingum
i faroysku grannskodanarléggéavuni. Okkara abyrgd
sambeaert hesum standardum og krgvum er nzerri
lyst { grannskodanaratekningini { pettinum “Abyrgd
grannskodarans av grannskodanini av arsroknskap-
inum”. Vit eru 6heft av stovninum samsvarandi
altjoda etisku reglunum fyri grannskodarar (etisku
reglurnar hja I[ESBA) og @drum asetingum, id eru
galdandi i Fgroyum, eins og vit hava loki® onnur
etisk krgv, sum vit hava sambaert hesum krgvum
og reglum. Tad er okkara fatan, at vit hava fingid
ngktandi grannskodanarprogy, id kunnu vera
grundarlag undir okkara nidurstgdu.

Abyrgd leidslunnar av arsroknskapinum
Leidslan hevur &byrgdina av at gera ein arsrokn-
skap, i@ gevur eina raettvisandi mynd f samsvari vid
faroysku arsroknskaparlégina. Leidslan hevur har-
umframt abyrgdina av innanhysis eftirlitinum, id
leidslan metir skal til, fyri at gera ein &rsroknskap
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 vio-

komandi at upplysa um vidurskifti vidvikjandi fram-
haldandi 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 f roynd
og veru ikki hevur adrar mgguleikar.

Abyrgd grannskodarans av

grannskodanini av arsroknskapinum
Endamal okkara er at faa eina grundada vissu fyri,
at arsroknskapurin sum heild er uttan tydandi
skeivleikar, uttan mun til um skeivleikarnir stand-
ast av sviki ella mistakum, og at gera eina grann-
skodaraatekning vid eini nidurstgdu. Grundad
vissa er vissa & hggum stigi, men er té ikki ein
trygd fyri, at grannskodan framd samsvarandi
altjéda standardum um grannskodan og adrar
asetingar i fgroysku grannskodanarléggavuni, altid
kann avduka tydandi skeivleikar, um slikir eru.
Skeivleikar kunnu koma fyri orsakad av sviki ella
mistgkum og mugu metast at verda tydandi, um
tad er sannlikt, at teir hvar szer ella saman kunnu
metast at hava avirkan a figgjarligu avgerdirnar,
i@ roknskaparbrukararnir taka vid st@di i arsrokn-
skapinum.

T4 id vit grannskoda samsvarandi altjéda stand-
ardum um grannskodan og @drum asetingum f{
faroysku grannskodanarlogini, gera vit yrkisligar
metingar og vardveita irkisliga ivasemid undir
grannskodanini. Harumframt:

e Eydmerkja og meta vit um vadan fyri tydandi
skeivleikum f arsroknskapinum, uttan mun til
um skeivleikarnir standast av sviki ella mistgkum,
leggja til reettis og grannskoda samsvarandi
hesum vada og faa til vega grann-skodanar-progy,
id eru ndg god og egnad sum grundarlag undir
okkara nidurstedu. Vadin fyri, at vit ikki avdika
tydandi feilir orsakad av sviki, er starri enn vadin
fyri, at feilir orsakad av mistakum ikki verda
avdukadir, av ti at svik kann umfata saman-
svarjing, skjalafalsan, tilaetladari dyljan, villleiding
ella at innanhysis eftirlit verda skugvad til viks.
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To the Board of Directors of Feroya Realkreditstovnur

Opinion

We have audited the Financial Statements of Faroya
Realkreditstovnur for the financial year 1 April 2019
— 31 March 2020, which comprise a summary of
significant accounting policies, income 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 ac-
cordance with the Faroese Financial Statements
Act.

In our opinion, the Financial Statements give a true
and fair view of the Fund'’s financial position at 31
March 2020 of Feroya Realkreditstovnur and of
the results of the Fund'’s operations as well as the
cash flows for the financial year 1 April 2019 — 31
March 2020 in accordance with the Faroese Finan-
cial Statements Act.

Basis for Opinion

We conducted our audit in accordance with Inter-
national Standards on Auditing (ISAs) and the ad-
ditional 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 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 mate-
rial misstatement, whether due to fraud or error.

In preparing the Financial Statements, Management
is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as ap-
plicable, matters related to going concern and
using the going concern basis of accounting in
preparing the Financial Statements unless Manage-
ment 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 assurance
about whether the Financial Statements as a whole
are free from material misstatement, whether due
to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs
and the additional requirements applicable on the
Faroe Islands will always detect a material mis-
statement when it exists. Misstatements can arise
from fraud or error and are considered material
if, individually or in the aggreqgate, they could
reasonably be expected to influence the eco-
nomic decisions of users taken on the basis of
these Financial Statements

As part of an audit conducted in accordance with
ISAs and the additional requirements applicable
in Faroe Islands, we exercise professional judgment
and maintain professional skepticism throughout
the audit. We also:
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e Faavit fatan av tiinnanhysis eftirliti, id er vikomandi
fyri grannskodanina, soleidis at vit kunnu leggja
grannskodanina til raettis & ngktandi hatt eftir
umstagdunum, men ikki fyri at gera eina nidurstadu
um, hvussu virkid innanhysis eftirlitié er.

e Taka vit stgdu til, um tann av leidsluni nytti rokn-
skaparhattur er héskandi eins og vit meta um,
hvart roknskaparligu metingarnar og tilhoyrandi
upplysingar fra leidsluni, eru rimiligar.

¢ Taka vit st@du til, um tad er héskandi, at leidslan
hevur valt at gera roknskapin grundad a rokn-
skaparhattin um framhaldandi rakstur, og um
tad, vid stedi { teimum grann-skodanarprogvum,
id eru fingin til vega, er tydandi dvissa ella vidur-
skifti, i® kunnu elva til tydandi dvissu um, hvert
stovnurin megnar at halda afram. Er nidurstadan,
at tad er tydandi ovissa, skulu vit gera vart vid
hetta i grannsko®anaratekningini vid at visa til
upplysingar hesum vidvikjandi f arsroknskapinum
ella, um hesar upplysingar ikki eru ngktandi,
tillaga okkara nidurstgdu. Okkara nidurstadur
eru grundadar & tey grannskodanarprogy, id eru
fingin til vega fram til dagin, ta okkara grann-
skodaraatekning verdur undirskrivad. Hendingar
i framtidini ella vidurskifti kunnu té elva til, at
stovnurin ikki er fgrur fyri at halda fram vi@ rakstr-
inum.

e Taka vit stgdu til samladu framlgguna, bygnadin
og innihaldid i &rsroknskapinum, iroknad upp-
lysingarnar i notunum umframt um arsrokn-
skapurin visir transaktiénir, sum liggja undir, og
hendingar & ein slika hatt, at tad gevur eina
reettvisandi mynd.

Vit samskifta vid leidsluna um millum annad vavid
& atladu grannskodanini og naer vit vaenta at
grannskoda. Harumframt samskifta vit um tydandi
eygleidingar i sambandi vid grannskodanina, so
sum tydandi manglar i innanhysis eftirlitinum, i®
vit eru komin fram & i sambandi vid grannskodanina.

Ummezeli 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 grann-
sko®anina av arsroknskapinum, at lesa leidslu-
fragreidingina og i hesum sambandi meta um,
hvgrt samanhangur er millum leidslufragreiding-
ina og arsroknskapin, ella um hon er i métsagn
vid ta vitan, id vit hava fingid undir grannskodan-
ini, ella 4 annan hatta er tengd at tydandi skeiv-
leikum.

Okkara abyrgd er harumframt at hugsa um hvert,
leidslufragreidingin hevur kravdu upplysingarnar
samsvarandi arsroknskaparlogini.

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

Torshavn 4. juni 2020
SPEKT laggildir grannskodarar Sp/f

Johannes Faerg
statsaut. revisor
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Identify 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.

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.

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

Conclude on the appropriateness of Manage-
ment's use of the going concern basis of account-
ing 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.

Evaluate the overall presentation, structure and
contents of the Financial Statements, including

the disclosures, and whether the Financial State-
ments represent the underlying transactions and
events in a manner that gives a true and fair
view.

We communicate with those charged with govern-
ance 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 State-
ments, our responsibility is to read Management'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 infor-
mation required under the Faroese Financial
Statements Act.

Based on the work we have performed, we con-
clude that Management's Review is in accordance
with the Financial Statements and has been pre-
pared in accordance with the requirements of the
Faroese Financial Statements Act. We did not
identify any material misstatement of Manage-
ment's Review.

Torshavn 4 June 2020
SPEKT legqildir grannskodarar Sp/f

Johannes Faera
State Authorized Public Accountant
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Arsfrasggnin fyri Fgroya Realkreditstovn fyri
2019/20 er gjerd i samsvari vid asetingarnar f{
faroysku arsroknskaparlogini fyri felag i bélki B.

Tann nytti roknskaparhatturin er dbroyttur i mun
til sidsta ar.

Visandi til grein 11, stk. 3 i arsroknskaparlégini
eru tillagingar gjgrdar i roknskaparuppstillingini
fyri raksturin visandi til, at hetta gevur eina meiri
reettvisandi mynd av inntgkum og Utreidslum stovn-
sins.

Upphaddirnar i arsfrasggnini eru i donskum krén-
um, avrundadar til naestu 1.000 kr.

The Annual Report for the Faroese Shipfinancing
Fund for 2019/20 has been prepared in accordance
with the provisions of the Faroese Financial State-
ments Act applying to enterprises of reporting
class B.

The accounting principles applied are consistent
with those applied last year.

With reference to section 11, subsection 3 of the
Faroese Fianncial Statements Act, adjustments
have been made in the accounting statement for
operations, given that this gives a more true and
fair view of the fund’s income and expenses.

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

Inntgkur verda innroknadar f rakstrarroknskapin,
5o hvgrt sum teer verda vunnar. Harumframt verda
vir@isjavningar av figgjarligum ognum og skyldum
innroknadar. | rakstrarroknskapinum verda somu-
leidis allir kostnadir, iroknad avskrivingar og nidur-
skrivingar, innroknadir.

Ognir verda innroknadar i figgjarsteduna, ta id
tad er sannlikt, at stovnurin i framtidini feer figgjar-
ligar 4gddar, og virdid & ognini kann gerast upp
alitandi.

Skyldur verda innroknadar i figgjarstgduna, ta id
tad er sannlikt, at stovnurin i framtidini skal av vid
figgjarligar 4gddar, og virdid a skylduni kann gerast
upp alitandi.

Til at byrja vid verda ognir og skyldur innroknadar
til kostpris. Sidani verda ognir og skyldur virdis-
asettar, sum lyst nidanfyri fyri einstaku roknskap-
arpostarnar.

Avisar figgjarligar ognir og skyldur verda virdis-
asettar til amortiseradan kostpris, og sostatt verdur
ein konstant effektiv renta innroknad yvir gildis-
tidina. Amortiseradur kostprisur verdur uppgjerdur
sum upprunaligur kostprisur vid fradratti av magu-
ligum avdrattum og iskoyti/fradratti av samladu
amortiseringini av muninum millum kostpris og
aljodandi virdi.

f sambandi vi® innrokning og virdisaseting verdur
haedd tikin fyri veentadum tapum og vandum,
sum fkoma &drenn arsfrasagnin verdur lggd fram,
0g sum sanna ella avsanna vidurskifti, id voru til
stadar figgjarstedudagin.

Recognition and measurement

Revenues are recognised in the income statement
as earned. Furthermore, value adjustments of fi-
nancial assets and liabilities measured at fair
value or amortised cost are recognised. Moreover,
all expenses incurred to achieve the earnings for
the year are recognised in the income statement,
including depreciation, amortisation, impairment
losses and provisions.

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

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

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

Certain financial assets and liabilities are measured
at amortised cost, which involves the recognition
of a constant effective interest rate over the ma-
turity period. Amortised cost is calculated as
original cost less any repayments and with addition/
deduction of the cumulative amortisation of any
difference between cost and the nominal amount.

Recognition and measurement take into account
predictable losses and risks occurring before the
presentation of the Annual Report which confirm
or invalidate affairs and conditions existing at the
balance sheet date.
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Rentur av utlanum

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 lansbrev og lanistovnar
Upphaaddin fevnir um rentuttreidslur av banka- og
lansbraevaskuld. [ upphaeddini inngongur harum-
framt amortisering av émaksgjeldnum og av ein-
um mgguligum muni imillum kostvirdi og innloys-
ingarvirdi & lanunum.

Eykagrunsgjald
Eykagrunsgjaldid av Gtlaninum verdur roknad sum
0,1% av havudsstélinum.

Adrar rentur og kursjavningar

Upphaeddin fevnir um rentur av innistandandi og
ldnsbraevaognum umframt kursjavningar av figgjar-
ligum ognum umvegis raksturin. Rentuinntgkur
ver@a inntgkufardar yvir raksturin, so hvart taer
koma afturat.

Adrar inntgkur

Onnur inntgka fevnir um inntgkur fra ttleigan av
parti av bygningi stovnsins. Leiguinntgkan verdur
tidargreinad og inntgkufard vid lika stérari upp-
haedd hvart ar i trdd vid leiguavtalurnar.

Fyrisitingarkostnadur

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

Lenir

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

Nidurskriving upp a utlan og stadfest tap
Upphaeddin fevnir um broytingar i nidurskriving
til tap uppa Utlan 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 accord-
ing 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 be-
tween 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 profit
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 isaccrued
and recognized as income in the financial state-
ment 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 depre-
ciation on fixed assets.

Wages

The amount comprises wages to management
and administrative staff including pension contri-
butions 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 gjaldbaran
skatt og broyting i Utsettum skatti, verdur inn-
roknadur i raksturin ella beinleidis & eginpeningin.

FIGGJARSTODAN

Materiell stadisogn

Grundgki og bygningur verda virdisasett til kostpris
vid fradratti av samladum av- og nidurskrivingum.
Avskrivingargrundarlagid er kostprisur vid fradratti
av vaentadum restvirdi eftir lokna nytslutid.

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

Kostprisurin & einari samladari ogn verdur byttur
upp i serskiltar lutir, sum verda avskrivadir hvar
sar, um brukstidin & einstgku lutum er ymisk.
Avskrivingin er eins stor fyri tey einstgku rokn-
skapararini og sett Ut fra veentadu brukstidini.

Asettu avskrivingarti®arskeidini eru:

Liviti®  Endavirdi
Bygningur (skrivstova) 40 ar 35%

Grundgki verdur ikki avskrivad.

Virdisminking av stedisogn

Arliga verdur mett um hvert dbendingar eru um
tarv 4 at nidurskriva roknskaparliga virdi av materi-
ellari stgdisogn. Um ein slik abending er, verdur
endurvinningarvirdid & ognini Gtroknad. Endur-
vinningarvirdid er tad haegra virdi av dagsvirdinum
av ognini vid fradratti av handilskostnadi ella av
nyttuvirdinum. Nyttuvir®i verdur roknad sum nutid-
arvirdi av veentadum peningastreymum i framtidini.

Ein nidurskriving verdur innroknad um roknskapar-
liga virdi er haegri enn endurvinningarvirdi. Ein
mggulig nidurskriving verdur rakstrarfard.

Tax on result for the year

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

BALANCE SHEET

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

The depreciation basis is cost price less the ex-
pected residual value after the end-use value.

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

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.

Impairment of fixed assets

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 jts estimated recov-
erable amount. Impairment losses are recognised
in profit or loss.
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Onnur virdisbrev og kapitalpartar, stedisogn
Adrir kapitalpartar verda i fyrstu atlggu virdisasettir
til kostpris og sidani dagsvirdi. Um eitt alitandi
dagsvirdi ikki kann asetast, verda adrir kapitalpartar
vir@isasettir til kostvirdi. Verdur mett, at endur-
vinningarvirdi av kapitalpgrtum er laegri enn kost-
virdi, verdur nidurskrivad til tad haegra av sglu-
virdinum vid fradratti av sgludtreidslum ella kapital-
virdi.

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

Nidurskrivingar verda gjerdar imoti vaentadum
tapum, ta id tad fyriliggja dvildugar dbendingar
um, at eitt Utlan ella ein bolkur av Gtlanum eru
laekkad f virdi.

Eru ¢vildugar dbendingar um at eitt einstakt utlan
er laekkad 1 virdi, verdur 1anid nidurskrivad.

Fyri Utlan, har tad ikki finnast évildugar abendingar
um virdislaekking fyri hvgrt Utlan saer, verdur mett
um nidurskrivingartarvin fyri samlada boélkin og
nidurskrivingartestir verda gjgrdar vid stedi { vaent-
adum peningastreymum framyvir og vid st@di i
stadfestum tapsroyndum fyri einstaka boélkin.
Bolkingin av Utlanum tekur fyrst og fremst st@di
i vinnugrein og lanivada.

Ovildugar dbendingar um virdislaekkingar kunnu
m.a. vera eftirstgda, versnandi rakstrarurslit. mink-
andi tilfeingi og/ella nidurgongd innan avisar vinnu-
greinar.

Nidurskrivingarnar verda gjerdar upp sum munurin
imillum tad roknskaparliga virdid & Utlanunum og
realisationsvirdid av mgguligum trygdarveitingum.

Nidurskriving til tap verdur bokad 4 eina "korrektiv"
konto, sum verdur métroknad Utlanunum. Broyt-
ingar i "korrektiv" konto verda innroknadar i
rakstrinum undir "Nidurskriving uppa Utlan og

Other securities and equity investments,
tangible assets

Other equity investments are initially measured at
cost and subsequently at fair value. If a reliable
fair value can not be determined other equity
investments will be measured at cost price. When
the replacement value of the equity investments
is less than cost price, the value will be written
down to the higher value of either sales value less
selling expenses or the capital value.

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 receivable or a
portfolio of receivables has been impaired.

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 evi-
dence 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 port-
folio. 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.

Write-downs are calculated as the difference be-
tween the carrying amount and the realisable
value of any received collateral.

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
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stadfest tap". 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 dogn
Onnur dogn er virdissett til amortiseradan kostpris.

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

Virdisbraevaognir

Virdisbrgv, sum eru partur av handilsgoymsluni
hja stovninum, verda innroknad til dagsvirdi &
handilsdegnum og sidani virdissett til dagsvirdi.
Broytingarnar i dagsvirdinum verda tiknar vid so
hveart i rakstrinum sum "adrar rentuinntgkur og
kursjavningar".

Lansbraevarentuinntgkur verda vistar sum ein ser-
stakur postur i notunum.

Virdisbraevaognir hoyrandi til eykagrunnin verda
i figgjarsteduni bolkadar sum stgdisogn, medan
virdisbregv, sum eru partur av dagliga gjaldferinum,
verda vist sum ogn i umferd.

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 amor-
tised cost.

Securities

Securities that are part of the trading portfolio of
the Fund are recognised at fair value at the trade
date and are subsequently 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.

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

Havudsgrunnurin er upprunaliga innskotid upp &
9,5 mid.kr. fra Marshall hjalpini i tidarskeidnum
1955-1968 umframt flytingar gjggnum arini fra
eykagrunninum. Avgerd um flyting av eini upp-
haedd fra eykagrunninum til hevudsgrunnin verdur
tikin av stjérnini og kann verda gjgrd innan taer
avmarkingar, sum eru til stgddina av eykagrunn-
inum, si nidanfyri.

Eykagrunnarnir eru er settir saman av arliga rakstrar-
yvirskoti stovnsins vid fradratti av teimum flytingum,
sum eru gjgrdar til havudsgrunnin.

Eykagrunnurin skal sambeaert 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 f figgjarstaduni.

Eykagrunsinnskot

Eykagrunsinnskot fevnir um inngjeld fra lan-
takarum, sum gjalda 1% av hgvudsstolinum inn
til stovnin. Innskotid verdur rentad og verdur
Utgoldid lantakaranum eftir at 1anid er fult aftur-
goldid.

Eykagrunsinnskot eru virdissett til amortiseradan
kostpris.

Skyldugur skattur og uUtsettur skattur
Skyldugur skattur og skattadogn eru tikin vid {
figgjarsteduna sum roknadur skattur av arsins
skattskyldugu inntgku javnad fyri skatt av skatt-
skyldugari inntgku fyri undanfarin ar.

Utsettur skattur og Utsett skattadogn verdur upp-
gjerd eftir skuldarhattinum vid Utgangsstadi |
tidarmunum millum roknskaparligu og skattligu
virdini 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 1955-1968 and transfers from the reserve
funds through the years. Transfers are decided
by the board of directors and can be made with-
in 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 Funds consist 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 tax-
able income for the year, adjusted for tax on tax-
able 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 skatta-
satsum, sum vaentandi verda galdandi, té id skatt-
urin verdur Utloystur ella utliknadur. Broytingar i
Utsettum skatti orsakad av broyting i skattasatsum
ver@a innroknadar i rakstarroknskapin.

Figgjarligar skyldur

Skuld til lanistovnar verda innroknad til dagsvirdi
lanupptegkudagin fradrigid lanikostnad. Eftir-
fylgjandi verda figgjarligar skyldur vir@isasettar til
amortiserad kostvirdi vid nytslu av "effektiva rentu-
hattinum" soleidis at munurin millum provenue
og aljddandi virdi verdur innroknad i rakstrar-
roknskapin i roknskaparpostin "Rentur til lansbrav
og lanistovnar" yvir lanitidina.

Adrar figgjarligar skyldur verda virdissettar til
amortiserad kostvirdi.

Dagsvirdismating

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

Dagsvirdid er grundad 4 marknadin og er ikki ein
virisseting framd av ti einstaka virkinum. Virkid
nytir taer fyritreytir, sum marknadarluttakararnir
vildu nytt, i dseting av prisinum Ut fra galdandi
marknadartreytum, herundir eisini meting av
vandanum. Tiskil verdur endamalid vid at eiga
ognina ella sleppa saer av vid skylduna ikki tikid
vid, ta i® dagsvirdi verdur uppgjert.

Virdisseting til dagsvirdi tekur stegdi i primera
marknadinum. Um ein primerur marknadur ikki
er, verdur stadi tikid i ti marknadinum, sum maksi-
merar prisin & ognini ella skylduni vid fradratti av
handilskostnadi.

Virdisseting til dagsvirdi byggir so vitt gjerligt &
marknadarvirdi & aktivum marknadum (stedi 1)

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

Debt to loan creditors are recognized at the date
of borrowing at fair value less transaction costs
paid. In subsequent periods, the financial liabili-
ties are measured at amortised cost using the
effective interest method. Accordingly, the dif-
ference 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 connection
with measurement of financial instruments. 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 busi-
ness 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 considera-
tion when measuring the fair value.

Measurement to fair value is based upon the pri-
mary market or the most advantageous market
in maximizing the price on the asset or liability
less transaction costs.

Measurement to fair is as far as possible based on
market value on active markets (Level 1) or alter-
natively on values which have arisen because of

37




NYTTAR ROKNSKAPARREGLUR / SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

ella alternativt & virdi, sum eru Utleidd av sjonligum
marknadarupplysingum (stadi 2).

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

GJALDFQRISFRAGREIDING

38

Gjaldfarisfragreidingin visir gjaldfari, bytt a gkini
rakstur og Gtlan, flagur og figging fyri arid, broyt-
ingar { takum peningi umframt tgka pening stovns-
ins vid arsbyrjan og arsenda.

Gjaldferisurslit fra rakstrar- og tlansvirksemi
Gjaldferisurslitid fra rakstrarvirksemi verdur gjart
upp eftir dbeinleidis hattinum sum rslit 48renn
skatt javnad fyri rakstraruppheeddir uttan gjald-
farisavirkan, broytingar i rakstrarkapitali umframt
goldnum felagsskatti.

Gjaldferisuarslit fra ilaguvirksemi
Gjaldferisurslitid fra fleguvirksemi fevnir um gjgld
i sambandi vid keyp og sglu av materiellari stadis-
ogn og keyp og sgla av lansbravum, i eru bélkad
sum langfreistad.

Gjaldferisuarslit fra figgjarvirksemi
Gjaldfarisurslitid fra figgjarvirksemi fevnir um upp-
tegku av lanum og gjalding av avdrattum upp &
rentuberandi lan.

Takur peningur fevnir um tgkan pening.

visible market information (Level 2).

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

CASH FLOW STATEMENT

The cash flow statement shows the cash flows
from operating and loan activity, investing and
financing activities for the year, the year's chang-
es in cash as well as cash at the beginning and
end of the year.

Cash flows from operating

and loan activities

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 flow from investing activities

Cash flows from investing activities comprise pay-
ments in connection with acquisitions and dispos-
als of property, plant and equipment as well as
acquisition and disposal of securities/bonds clas-
sified as non current.

Cash flow from investing activities
Cash flows from financing activities comprise new

of loans and repayment on interest-bearing loans.

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 met-
ingar og herundir metingar av framtidar fyritreytum.
Metingarnar eru gjardar vid stadi i, hvgrjar royndir
leidslan hevur vid avisa gkinum umframt @drum
vidurskiftum, sum leidslan metir hevur tydning i
hesum sambandi.

Broytast fyritreytirnar, sum metingarnar eru bygdar
4, ella faer stovnurin nyggja vitan um avis gki, kann
tad faa avirkan & uppgerdina av roknskaparligu
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:

e hvert lantakarin vardveitir loyvi og raettindir
{ gllum lanitidarskeidinum

e gongdin { prisinum & brenniolju, og

o fyri fiskifgrini er prisgongdin &
heimsmarknadinum innan matvarur
avgerandi

ACCOUNTING ASSESSMENTS

Uncertainties in connection with
accounting assessments

Determining the carrying values of certain assets
and liabilities requires assessment including assess-
ments with regard to future conditions. Assessments
are made according to the management’s experi-
ences 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

® 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

39




RAKSTRARROKNSKAPUR FYRI TIDARSKEIDID 1. APRIL 2019 - 31. MARS 2020 /
PROFIT AND LOSS ACCOUNT FOR THE PERIOD FROM 1 APRIL 2019 - 31 MARCH 2020

Nota 2019/20 2018/19
Note tDKK tDKK
1 Rentur og provision av utlanum /

Interest and commission from loans 25.196 27.388

Rentur til lanistovnar /

Interest to loan creditors -1.524 -2.646

Eykagrunsgjald / Charge to the reserve fund 2.497 2.327

Rentur til eykagrunsinnskot / Interests to reserve fund deposits -34 -104

Urslit av atlansvirksemi / Result from loan-activity 26.135 26.965
2 Adrar rentuinntgkur og kursjavningar /

Other interests and value adjustments -471 3.809

Onnur inntgka / Other income 417 321
3 Fyrisitingarkostnadur / Administration costs -1.217 -1.361
4 Lanir / Wages -2.597 -2.430

Nidurskriving av partabrgvum / Write-downs on shares 0 -1.434

Urslit 48renn broyting i nidurskrivingum /

Result before change in write-downs 22.267 25.870
5 Nidurskriving upp & Utlan og stadfest tap /

Write-downs on loans and realized losses -3.500 -12.317

Urslit 48renn skatt / Result before taxes 18.767 13.553
6 Skattur av arsurslitinum / Taxes on result -3.378 -2.440

Arsurslitid / Result for the year 15.389 11.113

Bytid av yvirskotinum / Distribution of the profit

Flutt til eykagrunnar / Transferred the reserve fund 15.389 11.113

Til samans / Total 15.389 11.113
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FIGGJARST@DA HIN 31. MARS 2020 /
BALANCE SHEET AS AT 31 MARCH 2020

Nota 2019/20 2018/19
Note tDKK tDKK
OGN / ASSETS
Stedisogn / Fixed assets
Materiell stodisogn / Tangible assets
7 Skrivstovubygningur / Office-building 2.327 2.369
Finansiell stedisogn / Financial assets
8 Virdisbrav / Securities 87.000 78.450
9 Utlan / Loans 773.048 666.571
Stedisogn til samans / Total fixed assets 862.375 747.390
Ogn i umferd / Current assets
Aogn / Receivables
9 Utlan / Loans 75.702 96.328
Eftirsta®ur av Utlanum / Payments overdue 7.092 7.277
Onnur &ogn / Other receivables 3.293 3.276
6 Skattadogn / Deferred tax asset 0 751
Tilgédahavandi, ikki falnar rentur v.m. / Interests receivables, not due 10.904 11.755
96.991 119.387
8 Lansbreov / Bonds 12.612 140.828
Tokur peningur / Cash in hand and at bank 1.390 35.675
Ogn i umferd til samans / Total current assets 110.993 295.890
OGN TIL SAMANS / TOTAL ASSETS 973.368 1.043.280

41




FIGGJARST@DA HIN 31. MARS 2020 /
BALANCE SHEET AS AT 31 MARCH 2020

Nota 2019/20 2018/19
Note tDKK tDKK
SKYLDUR / EQUITY AND LIABILITIES
Eginpeningur / Equity
Havudsgrunnur / Main fund 786.000 778.000
Eykagrunnar / Reserve funds 84.970 77.581
Eginpeningur til samans / Total equity 870.970 855.581
Avetingar/ Provisions
Utsettur skattur / Deferred taxes 1 0
Skuld / Liabilities
Langfreistad skuld / Non-current liabilities
10 Lanistovnar / Loan creditors 86.582 100.000
11 Eykagrunsinnskot / Reserve fund deposits 10.992 11.949
Langfreistad skuld til samans / Total non-current liabilities 97.574 111.949
Stuttfreistad skuld / Current liabilities
10 Lanistovnar, stuttfreistadur partur / Loan creditors, payable next year 0 75.000
11 Eykagrunsinnskot / Reserve fund deposits 1.609 62
Utvegarar av verum og teenastum / Goods and service debt 351 100
12 Skyldugur skattur / Corporation taxes 2.626 0
Onnur skuld / Other debt 237 588
Stuttfreistad skuld til samans / Total current liabilities 4.823 76.750
Skuld til samans / Total liabilities 102.397 187.699
SKYLDUR TIL SAMANS / TOTAL EQUITY AND LIABILITIES 973.368 1.043.280
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13 Samhandil vid nzerstandandi 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

2019/20 2018/19
tDKK tDKK

Urslit 4drenn skatt / Result before tax 18.768 13.553
Nidurskriving av partabrevum / Write-downs on shares 3.500 1.434
Nidurskriving upp & utlan / Write-downs on loans 0 6.350
Ikki stadfestur kursjavningar av lansbravum /
Unrealized value adjustments on bonds 1.963 -489
Adrar javningar / Other corrections 0 0
Avskrivingar stedisogn / Depreciation tangible asssets 42 42
Gjaldferi fra rakstri 4drenn broyting i arbeidskapitali /
Cash flow from operating activity before
changes in working capital 24.273 20.890
Utgoldin 1&n i arinum / Paid out loans during the year -264.791 -69.391
Avdrattir og innfrian av lanum / Downpayment and redemption 175.440 112.450
Broyting i eftirstgdum og dogn /
Changes in payments overdue and receivables 1.018 7.081
Broyting f stuttfreistadum virdisbravum / Changes in current bonds 127.967 -8.136
Broyting  Utvegarum og adrari skuld / Changes in creditors and other debt 490 -107
Goldin skattur / Tax, paid 0 0
Gjaldferi fra rakstri og utlani /
Cash flow from operating and loan actitivities 64.397 62.787
Keyp og s@la av virdisbrgvum / Investment and disposal of bonds -10.264 8.868
Gjaldferi fra ilegum / Cash flow from investments -10.264 8.868
Avdrattir av langfreistadari skuld / Repayment of long-term debt -175.000 -100.000
Lanuppteka / Loans 86.582 0
Gjaldferi fra figging / Cash flow from financial actitivties -88.418 -100.000
Gjaldferi til samans / Total cash flow -34.285 -28.345
Tekur peningur vid arsbyrjan / Cash in hand at bank at beginning of the year 35.675 64.020
Tekur peningur vid arsenda / Cash in hand at bank at end of the year 1.390 35.675
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EGINPENINGSFRAGREIBING / CHANGES IN EQUITY

2019/20 2018/19
tDKK tDKK
Eginpeningur / Equity
Havudsgrunnur / Main fund 786.000 778.000
Eykagrunnar / Reserve funds 84.970 77.581
Eginpeningur til samans / Total equity 870.970 855.581
Hevudsgrunnur / Main fund
Havudsgrunnur 1. april / Main fund as at 1 April 778.000 758.000
Flutt fra eykagrunnum / Transferred from the reserve funds 8.000 20.000
Hevudsgrunnur 31. mars / Main fund as at 31 March 786.000 778.000
Eykagrunnar / Reserve fund
Eykagrunnur 1. april / Reserve fund as at 1 April 77.581 86.468
Arsurslit / Result for the yeas 15.389 11.113
Flutt til hgvudsgrunn / Transferred to main fund -8.000 -20.000
Eykagrunnur 31. mars / Reserve funds as at 31 March 84.970 77.581
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NOTUR / NOTES

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 2019/20 2018/19
tDKK tDKK

Rentur av Utlanum / Interests from loans 25.196 26.918
Provisionir / Commission 0 470
25.196 27.388

Tal av stérum kundum / Number of major borrowers 4 3

Prosentpartur av samladum rentum fra hesum kundum /

Percentage of total interest income from these borrowers 55% 43%
2 Adrar rentuinntekur og kursjavningar /

Other interests and value adjustment 2019/20 2018/19

tDKK tDKK

Rentur av bankapeningi / Interests from bank deposits 21 40

Rentur av lansbrgvum / Interests from bonds 3.154 4.102

Stadfest kurstap av lansbravum / Realized loss from bonds -2.247 -1.991

Stadfestur kursvinningur av lansbravum / Realized gain from bonds 1.344 1.169

Kursjavningur av lansbrgvum / Value adjustments on bonds -2.743 489

- 471 3.809
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NOTUR / NOTES

3 Fyrisitingarkostnadur / Administration cost
2019/20 2018/19
tDKK tDKK
Fyrisitingarkostnadur / Administration 1.174 1.318
Avskrivingar av bygningi / Depreciation on building during the year 43 43
1.217 1.361
4 Lenir / Wages
Len og samsyningar / Wages and remuneration 2.258 2.057
Eftirlgnargjeld / Pension contributions 225 276
Onnur lgnargjeld / Other social sequrity costs 114 97
2.597 2.430
Av hesum lgn til stjérn og varastjorn /
The amount includes wages for management and deputy director with 1.309 1.275
Tal av starvsfélki / Number of employees 3 3
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Stjornarlimir verda valdir av landsstyrinum fyri 5 ar i senn. Varastjérin hevur vanliga uppsagnartid upp a

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

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 to two years.



NOTUR / NOTES

5 Nidurskrivingar upp a atlan og stadfest tap / Write-downs on loans and realized losses
2019/20 2018/19
tDKK tDKK
Stadfest tap / Realized losses 0 -5.967
Afturfering av adur framdum nidurskrivingum til tap upp a utlan /
Reversal of prior write-down on loans 8000 9.150
Broyting  nidurskrivingum upp a verandi lan /
Change in write-downs on present loans -11.500 -15.500
-3.500 -12.317
6 Skattur av arsurslitinum / Taxes on result

Skattur av drsins skattskyldugu inntgku /

Taxes on the taxable income for the year -2.626 0
Broyting i Utsettum skatti / Changes in deferred taxes -752 -2.440

-3.378 -2.440
Goldin skattur / Paid taxes 0 0
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 -834 -791
Avskrivingar i arinum / Depreciation during the year -42 -43
Avskrivingar 31. mars / Depreciation as at 31 March -876 -834
Roknskaparligt virdi 31. mars / Booked value as at 31 March 2.327 2.369

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

The building is to be depreciated over 40 years to a scrap value of 1.500 tDKK. land included.
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NOTUR / NOTES

8 Virdisbrov / Securitites

2019/20 2018/19

tDKK tDKK

Bokad virdi uppgjert til ultimokursir, langfreistad ogn /
Booked value to market rates, long-term assets' 87.000 78.450
Bokad virdi uppgjert til ultimokursir, stuttfreistad ogn /
Booked value to market rates, short-term assets 12.612 140.828
Lansbrgv / Bonds 99.612 219.278
Virdi uppgjert eftir 16g og vidtekum /
Value according to the Fund’s Act and Articles
Lansbrav / Bonds 97.267 211.061
Munur millum békad virdi og virdi eftir 16g og vidtekum /
Difference between book value and value according to the Act and Articles  -2.345 -8.217
Alj6dandi virdi / Nominal value
Lansbrav / Bonds 94.994 211.061
Meting av lansbrevum / Rating of bonds
AAA / AAA 64% 89%
Adrar / Other 36% 11%
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Vir@isbravini eru fyri tad mesta donsk lansbrav, sum eru skrasett 4 barsinum i Keypmannahavn. Tann
vekta®a midal longdin av okkara lansbrgvum er 1,79 ar vid roknskapararslok (31. mars 2019: 0,38 ar).

Lansbravini hava baedi fasta og variabla rentu.

The securities are mostly Danish bonds that are listed on the Copenhagen stock exchange. On weighted average,

the payment period of the bonds is 1.79 years at year end (31 March 2019: 0.38 year). The bond portfolio has both

fixed and variable interest.

1 Virdisbrgv knytt at eykagrunninum sambaert vidtekunum Securities linked to the reserve fund according the Articles of

Association



NOTUR / NOTES

9 Utlan / Loans
2019/20 2018/19
tDKK tDKK
Vedraettur / 1. priority
Restskuld 1. april / Outstanding debt 1 April 604.095 636.584
Nyggj lan / New loans 209.605 52.174
813.700 688.758
Avdrattir / Instalments -64.976 -59.291
Afturrindan / Repayment. -72.012 -25.083
Tap og nidurskriving / Loss and write downs 0 -289
676.712 604.095
Vedraettur / 2 priority
Restskuld 1. april / Outstanding debt 1 April 219.554 230.124
Nyggj lan / New loans 55.186 17.217
274.740 247.341
Avdrattir / Instalments -22.623 -20.285
Afturrindan / Repayment -15.829 -7.203
Tap og nidurskriving / Loss and write downs 0 -299
236.288 219.554
913.000 823.649
Nidurskrivingar 1. april / Write downs 1. April -60.750 -54.400
Afturfaring av 4dur framdum nidurskriving til tap /
Reversal of prior write-down on loans 8.000 9.150
Broyting i nidurskrivingum upp & verandi lan /
Change in write-downs on present loans -11.500 -15.500
-64.250 -60.750
848.750 762.899

Samladu Utlanini til lantakarar vid nidurskriving tann 31. mars 2020 eru 164 mid.kr.
(31. mars 2019: 171 mid.kr.)

Total loans to debtors with provisions as at 31 March 2020 add up to DKK 164 million.
(31 March 2019: DKK 171 million)
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2019/20 2018/19
tDKK tDKK
Utlan bytt eftir forfalstid / Loans grouped by maturity
Avdréattir komandi &rid / Instalments next financial year 75.702 96.328
Avdrattir fra 1-5 ar / Instalments 1 to 5 years ahead 422.369 420.239
Avdrattir seinni enn 5 ar / Instalments after more than 5 years 414,929 307.082
913.000 823.649
Samlad lansgjeld bytt eftir forfalstid / Total repay-amounts grouped by maturity
Avtalad lansgjeld netto komandi arid /
Agreed interest and capital repayments next financial year 98.299 115.089
Avtalad lansgjeld netto 1-5 ar /
Agreed interest and capital repayments 1 to 5 year 473.121 481.564
Avtalad lansgjeld netto seinni enn 5 ar /
Agreed interest and capital repayments after more than 5 year 416.299 317.159
987.719 913.812
Eftirstgdur eftir aldri / Payments overdue grouped by maturity
Eftirstadur yngri enn 5 manadar / Overdue by less than 5 months 2.126 2.602
Eftirsta®ur millum 5 og 11 manadar / Overdue by 5 to 11 months 1.829 2.379
Eftirsta®ur eldri enn 11 manadar / Overdue by more than 11months 3.137 2.296
7.092 7.277
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 75.000
Avdrattir fra 1-5 ar / Instalments from 1 to 5 years 86.582 100.000
86.582 175.000
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2019/20 2018/19
tDKK tDKK
11 Eykagrunsinnskot / Reserve fund deposits
Salda 1. april / Balance as at 1 April 12.011 12.237
Innskot vidvikjandi Gtldnum / Paid in deposits 652 668
Utgoldid i arinum / Paid out deposits -62 -894
Salda 31. mars / Balance as at 31 March 12.601 12.011
Afturgjald komandi arid / Repayment within 12 months 1.609 62
Afurgjald komandi 1-5 arini / Repayment from 1 to 5 years 2.036 3.202
Afurgjald hareftir / Repayment thereafter 8.956 8.747
12.601 12.011
12 Skyldugur skattur / Corporation taxes
Salda 1. april / Balance as at 1 April 0 0
Goldin skattur / Paid taxes 0 0
Skattur av skattskyldugu inntaku /
Taxes on the taxable income for the year 2.626 0
Salda 31. mars / Balance as at 31 March 2.626 0
13 Samhandil vid naerstandandi partar / Transactions with connected parties

Stovnurin verdur stjérnadur av eini trimannastjérn, vald av figgjarmalarddharranum, og einum undirstjora
settur av stjérnini. Hesi eru @ll 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
{ stovnsins vidurskiftum. Tiskil er umbodsradid ikki at meta sum neerstandandi 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 16g og vidtgkum fyri stovnin. { hesum eru &sett mark og karmar fyri m.a. lanveiting,
lantaku og trygdarmarkum. Hesar dsetingar 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 slgg av lanum. Annad slagid er lan, har rentan er variabul og verdur asett Ut fra
marknadarrentuni, ta id 1anid verdur Utgoldid. Pantibraevid hevur té eina haegstu rentu. Hetta er fyri tad
mesta minni 1an, har Realurin er einsamallur um figgingina.

Hini lanini, sum eru umleid 77% av Gtlanunum hja Realinum, eru bundin at 6 mdr. cibor. Hetta eru starri
l&n, har Realurin er saman vid gdrum langevarum. Stadid & 6 mar cibor rentuni hevur i roknskapararinum
og fram til i dag ligid i millum -0,3837% og -0,0067%. Realurin heldur ikki, at vadin er serliga stérur
vid einum so lagum rentust@di. Realurin hevur sjalvur lan i cibor, sum svarar til 12% av okkara utlani
cibor.

Lansbrav

Realurin skal hava eina upphaadd svarandi til minst 10% av sinum ttlanum bundid i virdisbravum. Hetta
er fyri tad mesta donsk lansbrgv. Vid ti laga rentustgdinum, sum hevur verid i longri tid 4 altjéda
marknadum, er vandin fyri kurstapi stérur fyri tey lansbragv, sum hava langa afturgjaldstid. Tey lansbray,
sum hava litlan vada, geva naerum onga rentu. Realurin roynir at hava eina samanseting av lansbravum,
har vadin og rentan eru rimilig.

Tann vektada midal longdin av okkara lansbrgvum er 1,77 ar vid roknskapararslok iméti 0,38 seinasta
roknskaparar.

Interest risk

Loans

The Fund provides two types of loans. One type is where the interest is variable and is determined by
the market rate when the loan is paid out. Howerver, the mortgage deed has a maximum interest. 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 77% 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 -0.3837% and -0.0067% during
the financial period up to today. The Fund does not consider the risk to be particulary large with such
a low interest rate. The Fund itself has loans based on CIBOR, corresponding to 12% 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. With the low level of interest rates that have been on the international market for
a long time, the risk of capital losses is high for the bonds that have a long payback 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 1.77 years at year end compared to 0.38
years last year.

Nidanfyri vista talva visir avirkanina av eini broyting i rentustadinum. Utrokningarnar eru gjerdar fyri Gtlan,
lansbraevaognir, og skuld til lanistovnar i figgjarsteduni hin 31. mars 2020.

The following figures show the effect of a change in the interest level. The calculations are prepared for
loans, bonds, issued bonds and debt to loan creditors in the balance sheet as at 31 March 2020.

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

Profit&Loss Equity Profit&Loss Equity

Utlan / Loans +4,6 mio +4,6 mio -2,8 mio -2,8 mio
Lansbraevaognir / Bonds +0,3 mio +0,3 mio -0,3 mio -0,3 mio
Lanistovnar / Loan creditors -0,3 mio +0,3 mio +0,4 mio +0,4 mio

Kredittvaodi

Stovnurin veitir 1an til reidari i Fgroyum vid trygd i skipum og ferum. Afturgjaldstidin a lanum til nyggjari
for er upp til 15 &r og fyri eldri far styttri. A henda hatt verdur roynt at halda kredittvadan & einum lagum
stadi.

Tann maksimali kreditvadin, ta id haedd ikki er tikin fyri trygdum
@Il 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

@Il 1an eru givin vid 1. og 2. vedraetti i skipunum. 1. vedraettur skal liggja innanfyri 60% av virdinum og
2. vedreettur skal liggja innanfyri 80% av virdinum. Metingarnar eru grundadar & framdar handlar,
metingar fré Gtlendskum metingarfyritgkum umframt innanhysis metingar, sum byggja a ta hollu vitan,
sum Realurin hevur um virdid a faroyskum fgrum. Metingar fra Gtlendskum metingarfelagum svara til
33% av gllum Gtldnum f virdi (31. mars 2019: 25%); hetta eru skip f fralanda- og ferdamannavinnuni.

Seinastu 5 arini hevur stovnurin stadfest tap upp 4 til samans 80 mid.kr. (2018: 84 mi6.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 executed trades and
surveys by foreign brokers and the Fund’s own internal estimates, which are based on the great knowledge
that the Fund has about the value of Faroese vessels. During the last financial year the Fund had two
Faroese ship brokers to assess the value of the ships, on which the Fund has made provisons. Their
conclusion is that the value is not set too high. Surveys carried out by foreign brokers add up to 33%
of total loans in value (31 March 2019: 25%).

During the last five years, the realized losses have been a total of DKK 80 million. (2018: 84 million)

Sundurgreinan av netto utlanum 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
2019/20 2018/19

0-20% 35% 37%

20 - 40% 34% 33%

40 - 60% 21% 21%

60 — 80% 9% 8%

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

| omanfyristandandi talvu saest, at 90% av okkara nettoutlanum liggja innanfyri 60% av skipsvirdinum.
(31 mars 2019: 91%),).

The table above shows that 90% of the Fund'’s net loans are within 60% of the ship’s value.
(31 March 2019: 91%).
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Gjaldsforisvadi

Stovnurin hevur ein solvens upp & 89,5%. Realurin hevur ein kassakreditt uppa 125 midé.kr. Pr. 31. mars
2020 hevur Realurin trekt 87 mid.kr. av kassakredittinum. Tann teki peningurin froknad lansbrgv og
kassakredittur er 54 mié.kr. tann 31. mars 2020. Sum stg®an er { lgtuni, har litid og einki avkast faest
fyri virdisbrav, roynir stovnurin ikki at hava ov ndgvan frian likviditet.

Sambaert rakstrar- og gjaldfgriseetlanunum fyri 2020/21 vil stovnurin kunna halda sinar skyldur yvirfyri
sinum langevarum.

Liquidity risk

The Fund has a solvence ratio of 89.5%. The Fund has a cash credit of DKK 125 million. As at 31 March
2020, the company has made a move of DKK 87 million of the cash credit. Cash at bank and in hand
including bonds and cash credit amounts to DKK 54 million as at 31 March 2020. As things stands now
where there is almost no return from securities the Fund aims at not having too much free cash.

The Fund'’s budgets for operations and liquidity for 2020/21 show, that the Fund can meet its obligations
to its loaners.

Gjaldoyravadi

Alt virksemi hja stovninum, froknad utlan, er i DKK og stovnsins egna lantaka hevur eisini higartil altid
verid i DKK. Stérur partur av lantakarunum hava eisini bert DKK sum gjaldoyra. Tiskil verdur ikki mett,
at stovnurin hevur nakran beinleidis vada 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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2019/20 2018/19
tDKK tDKK

Figgarligar ognir virdisasettar til dagsvirdi umvegis rakstur /
Financial assets measured at fair value through the profit and loss 99.612 219.278
Utlén / Loans 852.250 762.899
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 86.582 175.000
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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
2019/20 Skrasettir prisir / Malbarir prisir / Adrir prisir / alt/
tDKK Listed prices Observable inputs Unobservable inputs Total
Vir@isbrav /
Securitites 64.612 35.000 0 99.612
Stedi 1/ Stadi 2/ Stadi 3/
Level 1 Level 2 Level 3
2018/19 Skrasettir prisir / Malbarir prisir / Adrir prisir / falt/
tDKK Listed prices Observable inputs Unobservable inputs Total
Virdisbrav /
Securitites 194.278 25.000 0 219.278

Haettir og fyritreytir fyri uppgerd av dagsviroum /

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 2018/19.

Used methods and conditions for measuring financial instruments at fair value is as follows. No changes
in methods have occured compared to 2018/19.

Virdisbrav / Securitites
Goymslan av virdisbrgvum inniheldur likvid statslansbrgv og realkreditlansbrav, sum verda virdissett til
noteradar almennar kursir. Harumframt lansbraev i peningastovni og part av ilggugrunnum.

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

publicly quoted prices. Furthermore bonds in bank and shares in investment funds.
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16 Eventualskyldur / Contingent liabilities

Tilsagn um lan / New loans committed
Stovnurin hevur veitt tilsggnir um lan vid einari samladari upphaedd upp 4 10 mid.kr. iméti 24 mid.kr.

seinasta ar.

The Fund has committed itself to new loans amounting to DKK 10 million compared to DKK 24 million
last year.
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