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SAFETY & SUPPORT AT SEA

COMPANY NO. /CVR NO. 60698813




ESVAGT delivers safety and
support at sea making the sea
a safe place to work.

ESVACGT is actively engaged
in the green transition,
protecting today’s environment
and making tomorrow better.


https://www.youtube.com/watch?v=bsjAgkKtvr4
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A B 0 U T E S VA G T fRlatshed Offshore employees Onshore employees
1981 +1000 75

ESVAGT was established in 1981 and is today a
leading provider of safety and support at sea for

the offshore wind and oil industry.

Revenue 2020 Total Fleet SOV fleet / Arriving in 2021

977 MDI 42 7/2

ESVAGT's fleet comprises of 42 modern offshore
support vessels built to the best standards and
operated by approximately 1000 professional Walk-to-Work
crew members all trained for safe and efficient gangway transfers

operations in harsh weather conditions. 145 000
8 ’

Boat transfers Rescued people

234,000 148
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ind in the North Sea and in the US. During 2020
the strategy has proven to be even more relevant
with @continued and even increased focus on the
eer transition from the Governments and the
Qomers we are serving.

y In many ways 2020 became an extraordinary year
B where the Covid-19 pandemic suddenly became high
on the agenda, and we all had to adapt to the new
' 1 0 0 0/ reality. For Esvagt, where SAFETY is an absolute core
e 0 value, the Covid-19 pandemic was taken seriously
,| from day one, and all measures were taken to limit the
| Emission free vessel impact for our customers and our employees. This also
included allocating dedicated vessels to undertake
Concept developed crew changes at ports in lieu of traveling by air or land
and offered in current for the seafarers, limiting the exposure for the virus
tenders and avoiding complications related to quarantine
: requirements. By end of 2020, our investment has
paid off, and so far, all crew changes have been done
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HIGHLIGHTS 2020

1. Esvagt NJORD secures 2. Esvagt NJORD
contract extension saves 7 fishermen
Equinor and ESVAGT have extended The crew at ‘Esvagt
their good cooperation with a 5-year Njord’ responded a
contract extension for the vessel distress signal from a
‘Esvagt Njord’ at Dudgeon Offshore fishing vessel nearby.
Wind Farm >> See more
>> See more

3. The ‘Esvagt Aurora’ put out 4. ESVAGT’s new SOV
fire at gas processing station for Vestas is ready
The fire broke out in a turbine Despite a lengthy corona
at the gas processing station shutdown ‘Esvagt Schel-
Melkgya; a facility for receiv- de’ is now ready to start
ing and processing natural working for Vestas at
gas from the Snghvit field in Borssele 3-4
the Barents Sea. >> See more >> See more

5. Digitalization on 6. Crowley and ESVAGT partner for
vessels makes a positive the U.S. Offshore Wind Industry
difference Crowley and ESVACGT are targeting the
Smart data and incorpo- emerging offshore wind energy market
rating digital data collec- in the U.S. bringing together two
tion into daily operations leading maritime solutions providers
is helping ESVAGT grow. to serve the renewable industry.
>> See more >> See more


https://news.esvagt.com/pressreleases/esvagt-njord-secures-contract-extension-with-equinor-3078018
https://news.esvagt.com/pressreleases/digitalisation-on-vessels-makes-a-positive-difference-3035356
https://news.esvagt.com/pressreleases/esvagt-njord-rescues-seven-injured-fishermen-3061544
https://news.esvagt.com/pressreleases/esvagts-new-sov-for-vestas-is-ready-3063700
https://news.esvagt.com/pressreleases/crowley-esvagt-to-partner-to-add-vessel-and-service-capacity-for-the-us-offshore-wind-industry-3082173
https://news.esvagt.com/pressreleases/the-esvagt-aurora-put-out-fire-at-gas-processing-station-3041155
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BUSINESS PERFORMANCE

ESVACGT delivers safety and support at sea making
the sea a safe place to work. With our efficient
fleet of Service Operation Vessels (SOVs) providing
services for the Offshore Wind industry and
Emergency Response and Rescue Vessels (ERRVs)
servicing the drilling rigs and production platforms
of the Qil and Gas production.

EXPECTATIONS FOR 2021

Following deliveries of the three new-build SOVs for
Vestas Offshore Wind and expected increase in Explo-
ration and Production Oil market activities leads to an
expected result before depreciation, amortization, and
financial items etc. in the range of DKK 344-384 million
improved compared to last year.

Wind

The SOV activities in Europe are expected to further
increase, and ESVAGT is well prepared to participate in
upcoming tenders. But as main part of ESVAGT SOVs is
on long contracts reaching well beyond 2021, therefore
the short-term result will mainly be positively impacted
by committed new buildings whereof ESVAGT SCHELDE
was delivered in December 2020 and remaining two
new-building will be delivered during 2021.

Further, ESVAGT expects several tenders for new build
SOVs for the emerging Offshore Wind industry in the
U.S. ESVAGT has therefore formed a Jones Act compli-
ant joint venture with U.S. partner Crowley and plan
to bid together for these projects. All SOV projects are
for wind parks located East Coast of U.S. under similar
environmental conditions as the North Sea.

Oil and Gas

Supported by the recovery of the Oil and Gas prices
and that the Covid-19 vaccination in Europe becomes
effective by 2nd half 2021 it is the company’s expecta-
tion that the activity level in the North Sea will return
to the 2019 levels - with a temporary boost during
2nd half of 2021 and beginning 2022 for completion
of outstanding priority drilling and maintenance work
held back by the Covid-19 pandemic.




ACTIVITY FOR 2020

Result for the year

The Revenue for the ESVAGT Group in 2020 was MDKK
977 against MDKK 1.029 in 2019. The loss for the year
was MDKK 246 compared to a profit of MDKK 14 in
2019.

In line with the guidance given last year, the activities
in 2020 were impacted by the Covid-19 pandemic
due to a significant drop in the oil and gas exploration
activities across the North Sea and major logistic con-
straints across Europe. Especially the ERRV fleet was
impacted by a reduced requirement for our services

REPORT 2020
-

causing lower utilization and day-rates for the vessels
on spot. Furthermore, air travel restrictions across bor-
ders led the company to use dedicated relief vessels in
addition to the normal crew change vessels.

At Havyard in Norway the newbuilding program of the
three SOVs to Vestas Offshore Wind faced challenges
due to a bankruptcy of Havyard Ship Technoloy. In
close cooperation between the impacted parties,
including ESVAGT, the yard was successfully restruc-
tured, and the delivery secured. The restructuring also
included support from ESVAGT and an adjustment of
the contractual delivery time in agreement with the

99.70%

0.30% Unplanned
breakdown
Unplanned breakdown
(%) - Key Performance
Indicator 0.90%

customer. In addition, Havyard was also impacted by
the Covid-19 pandemic where restrictions traveling
into Norway made it difficult for the yard to maintain
its required workforce and progress without the sup-
port from the pool of foreign workers. Consequently,
the first newbuilding ESVAGT SCHELDE was a couple
of months delayed.

During 2020 the Pound Sterling and Norwegian Kro-
ner lost value relative to Danish kroner, further impact-
ing the result negatively.



To counterbalance the financial impact of the
Covid-19 pandemic, ESVAGT management, and

the employees (both onshore and offshore) jointly
entered into a voluntary one-year salary reduction and
standstill agreement on April 1st, 2020 reducing the
general cost base of the company.

At the end of 2020, an impairment assessment of the
fleet was carried out, leading to an impairment of the
ERRV fleet of MDKK 200. The impairment was partly
driven by the low value of the Pound Sterling and Nor-
wegian Kroner, and the drop in oil prices as derived of
the Covid-19 pandemic.

5.4

ESVAGT Customers
Overall satisfaction level
on a scale from 1.0 (lowest)
t0 6.0 (highest)

ESVAGT ANNUAL REPORT 2020
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Market and activities

Wind

Despite the Covid-19 pandemic, the wind market
continued its positive trend during 2020 and several
wind projects across the North Sea were announced
to be developed within the next 5 years. Also, the
governmental ambitions in Europe were significantly
lifted, especially within UK, where the UK government
doubled its target, now generating 60 gigawatt of
wind power by 2030.

The performance of the existing SOV fleet was satis-
factory throughout the year and ESVAGT successfully
secured a 5-year extension of ESVAGT NJORD in direct
continuation of its current 5-year contract on the
Dudgeon Wind Park with Equinor. The contract was
secured in tough competition with several other SOV
providers.

On the spot market, the only SOV on spot, ESVAGT
DANA, delivered a good result reaching an average
utilization of approximately 92%.

Oil and Gas

The North Sea ERRV market was disappointing, driven
by the low activity level within the Oil and Gas compa-
nies as derived of the Covid-19 pandemic. Especially
the UK drilling activities, where ESVAGT traditionally
deploy a major part of its ERRV fleet, experienced a
significant drop in the activity level and consequent-
ly the company decided to temporary lay-up three
ERRVs.

During 2020, negotiations commenced with TOTAL
Denmark for replacing the older Group 3 ERRVs when
their current contracts expire by August 2021 with a
new spread including two multipurpose ERRVs and
one combined W2W/ERRV vessel.

148

Saved lives since
early 1980s



Development activities

ESVAGT intensified the work on digitalization and
during 2020 the Company held expenses of MDKK 5.0
(2019: MDKK 6.9).

Financial Risks
A consolidated overview of the ESVAGT Groups finan-
cial risks is included in note 25.

Statutory statement regarding environment,
social issues and governance in accordance
with section 99a of the Danish Financial
Statements Act

For our statutory statement regarding environment,
social issues and governance, we refer to our 2020 ESG
Report.

Statutory statement regarding the
underrepresented gender in accordance

with section 99b of the Danish Financial
Statements Act

For our statutory statement regarding the underrepre-
sented gender, we refer to our 2020 ESG Report.

KING TH

§

ESVAGT ANNUAL REPORT 2020
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https://esvagt.com/files/8816/1856/4735/ESVAGT_Sustainability__ESG_Report_2020.pdf
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KEY FIGURES FOR THE CONSOLIDATED GROUP

5 YEARS KEY FIGURES

2020 2019* 2018 2017 2016
Profit and Loss accounts
Net revenue 976.788 1.028.568 985.695 905.537 966.166
Profit before financial items (161.390) 89.964 95.011 114.605 197.556
Net financials (84.112) (81.748) (93.745) (75.345) (38.829)
Profit for the year (246.140) 14.353 1.012 43.169 155.506
Balance sheet
Total assets 4.199.245 4.190.808 4.153.013 4.124.318 3.663.359
Equity 1.752.137 1.762.940 1.740.471 1.756.705 1.327.149
Investment in property, plant
and equipment 405.926 403.263 607.285 260.137 403.534
Key Ratios
Profit Margin % -17% 9% 10% 13% 20%
Return on equity -14% 1% 0% 3% 12%
Equity ratio 41,7% 42,1% 41,9% 42,6% 36,2%

*) The company has adopted IFRS 16 as per 1.1.2019, the comparative figures have not been adjusted.

The key figures and financial ratios have been prepared on a consolidated basis. The financial ratios have been calculated in accordance with
the recommendations of the Association of Danish Financial Analysts.
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MANAGEMENT'S STATEMENT

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

The Financial Statements are prepared in accordance
with International Financial Reporting Standards as
adopted by the EU, and further requirements in the
Danish Financial Statements Act.

In our opinion the consolidated Financial Statements
and the separate Financial Statements give a true and
fair view of the Group’s and the Company’s financial
position at 31 December 2020 and the results and
cash flows of the Group’s and Company's operations
for the financial year 1 January - 31 December 2020.

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

Esbjerg, 29 April 2021

Executive Management

Peter Lytzen Kristian Ole Jakobsen
Chief Executive Officer Deputy Chief Executive Officer

Board of Directors

Jakob Bo Thomasen

Chairman

Scott B. M. Moseley Lars Oscar Tylegérd

Christine Hui Min Leung Henrik Gorzelak Pedersen
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Philip Pacey

Svend Bech Poulsen
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To the Shareholder of ESVAGT A/S

INDEPENDENT AUDITOR’'S REPORT

Opinion

In our opinion, the Consolidated Financial Statements
and the Parent Company Financial Statements give

a true and fair view of the Group’s and the Parent
Company’s financial position at 31 December 2020
and of the results of the Group’s and the Parent Com-
pany’s operations and cash flows for the financial year
1 January to 31 December 2020 in accordance with
International Financial Reporting Standards as adopt-
ed by the EU and further requirements in the Danish
Financial Statements Act.

We have audited the Consolidated Financial State-
ments and the Parent Company Financial Statements
of ESVAGT A/S for the financial year 1 January - 31
December 2020, which comprise income statement
and statement of comprehensive income, balance
sheet, statement of changes in equity, cash flow state-
ment and notes, including a summary of significant
accounting policies, for both the Group and the Parent
Company (“financial statements”).

Basis for Opinion

We conducted our audit in accordance with Interna-
tional Standards on Auditing (ISAs) and the additional
requirements applicable in Denmark. Our responsi-
bilities 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 Group in accord-
ance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Account-
ants (IESBA Code) and the additional requirements
applicable in Denmark, and we have fulfilled our
other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide
a basis for our opinion.

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 Manage-
ment’s Review is materially inconsistent with the
financial statements or our knowledge obtained
during the audit, or otherwise appears to be materially
misstated.
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Moreover, it is our responsibility to consider wheth-
er Management’s Review provides the information
required under the Danish Financials Statements Act.

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

Management’s Responsibilities for the
Financial Statements

Management is responsible for the preparation of
Consolidated Financial Statements and Parent Compa-
ny Financial Statements that give a true and fair view
in accordance with International Financial Reporting
Standards as adopted by the EU and further require-
ments in the Danish Financial Statements Act, and
for such internal control as Management determines
is necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, Management is
responsible for assessing the Group’s and the Parent



Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going
concern and using the going concern basis of ac-
counting in preparing the financial statements unless
Management either intends to liquidate the Group or
the Parent Company or to cease operations, or has no
realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the
Financial Statements

Our objectives are to obtain reasonable assurance
about whether the financial statements as a whole
are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that
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 in Denmark will always de-
tect a material misstatement when it exists. Misstate-
ments can arise from fraud or error and are considered
material if, individually or in the aggregate, they could
reasonably be expected to influence the economic
decisions of users taken on the basis of these financial
statements.

As part of an audit conducted in accordance with ISAs
and the additional requirements applicable in Den-

mark, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

« Identify and assess the risks of material misstate-
ment of the financial statements, whether due to
fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence

ESVAGT ANNUAL REPORT 2020

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 collu-
sion, forgery, intentional omissions, misrepresenta-
tions, or the override of internal control.

Obtain an understanding of internal control rele-
vant to the audit in order to design audit proce-
dures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the
effectiveness of the Group’s and the Parent Compa-
ny’s internal control.

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

Conclude on the appropriateness of Management'’s
use of the going concern basis of accounting in
preparing the financial statements and, based on
the audit evidence obtained, whether a material
uncertainty exists related to events or conditions
that may cast significant doubt on the Group’s and
the Parent Company'’s ability to continue as a going
concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our audi-
tor’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 condi-
tions may cause the Group and the Parent Company
to cease to continue as a going concern.

17

- Evaluate the overall presentation, structure and
contents of the financial statements, including the
disclosures, and whether the financial statements
represent the underlying transactions and events in
a manner that gives a true and fair view.

- Obtain sufficient appropriate audit evidence re-
garding the financial information of the entities or
business activities within the Group to express an
opinion on the Consolidated Financial Statements.
We are responsible for the direction, supervision
and performance of the group audit. We remain
solely responsible for our audit opinion.

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

Esbjerg, 29 April 2021

PricewaterhouseCoopers
Statsautoriseret Revisionspartnerselskab,
CVRNo033771231

Thomas Wraae Holm
State Authorized Public Accountant

mne30141 mne32115

Palle H. Jensen
State Authorized Public Accountant






Consolidated and parent company financial statements

STATEMENT OF PROFIT AND LOSS
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GROUP PARENT
TDKK Note 2020 2019 2020 2019
Net revenue 3 976,788 1,028,568 973,813 1,025,054
Other income 2,573 -124 2,573 -124
External expenses -272,559 -294,917 -272,143 -294,830
Gross profit 706,802 733,528 704,243 730,101
Staff expenses 5 -378,769 -377,027 -377,729 -376,131
Share of profit/loss in subsidiaries 0 0 1,285 2,034
Share of profit/loss in joint ventures 22 -7 -19 -7 -19
Profit before depreciation, amortization,
and financial items etc. 328,026 356,482 327,792 355,986
Amortization, depreciation, and
impairment losses 6 -489,416 -266,519 -489,416 -266,519
Profit/loss before financial items -161,390 89,964 -161,624 89,467
Financial income 7 5,089 9,938 5,058 9,976
Financial expenses 8 -89,201 -91,686 -89,222 -91,731
Profit/loss before income tax -245,501 8,215 -245,788 7,711
Tax 9 -638 6,137 -345 6,636
Profit/loss for the year -246,140 14,353  -246,133 14,347
Profit is attributable to:
Non-controlling interests -6 5 0 0
Owners of ESVAGT A/S -246,133 14,347 -246,133 14,347

Consolidated and parent company financial statements

STATEMENT OF COMPREHENSIVE INCOME

GROUP PARENT
TDKK 2020 2019 2020 2019
Profit for the year -246,140 14,353  -246,133 14,347
Other comprehensive income
Items that may be subsequently reclassified
to profit or loss
Exchange diff. on translation of subsidiaries -787 528 -787 528
Income related to adjustment of subsidiaries 0 0 0 0
Cash flow hedges:
Value adjustment of hedges for the year -17,971 11,909 -17,971 11,909
Reclassified to income statement
- Revenue 2,469 -1,368 2,469 -1,368
- Operating costs 0 0 0 0
- Financial expenses -3,076 -2,954 -3,076 -2,954
Reclassified to non-current assets 4,702 0 4,702 0
Other comprehensive income
for the year, net of tax -14,664 8,116 -14,664 8,116
Total comprehensive income for the year -260,803 22,468 -260,797 22,463
Profit is attributable to:
Non-controlling interests -6 5 0 0
Owners of ESVAGT A/S -260,798 22,463 -260,798 22,463




Consolidated and parent company financial statements

BALANCE SHEET - ASSETS
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GROUP PARENT
TDKK Note 2020 2019 2020 2019
Development projects 10 9,671 6,882 9,671 6,882
Intangible assets 9,671 6,882 9,671 6,882
Vessels 11 3,502,391 3,538,157 3,502,391 3,538,157
Other operating equipment and fixtures 11 2,019 4,078 2,019 4,078
Buildings on leased land 11 40,746 43,841 40,746 43,841
Prepayments for tangible assets 11 163,273 191,073 163,273 191,073
Right-of-use assets 18 25,169 16,367 25,169 16,367
Tangible assets 3,733,599 3,793,516 3,733,599 3,793,516
Investment in subsidiaries 0 0 12,827 12,330
Investment in joint ventures 22 0 6
Investments in other entities 0 6 12,827 12,336
Total non-current assets 3,743,270 3,800,404 3,756,097 3,812,734
Bunker oil and other consumables 13 9,461 17,679 9,461 17,679
Inventories 9,461 17,679 9,461 17,679
Trade receivables 14 109,236 156,227 84,593 106,233
Receivables from parent company 4,453 3,621 4,453 3,621
Receivables from Group companies 0 0 33,080 46,092
Other receivables 10,000 7,518 9,974 7,514
Prepayments 6,809 2,889 6,809 2,889
Receivables 130,498 170,255 138,909 166,348
Cash and cash equivalents 316,016 202,469 296,298 195,608
Total current assets 455,975 390,404 444,667 379,636
Total assets 4,199,245 4,190,808 4,200,764 4,192,370

20

LIABILITIES

GROUP PARENT
TDKK Note 2020 2019 2020 2019
Share capital 15 2,100 2,000 2,100 2,000
Other reserves -24,942 -10,278 -15,270 -3,395
Retained earnings 1,774,708 1,770,941 1,765,036 1,764,058
Equity attributable to owners of ESVAGT 1,751,866 1,762,663 1,751,866 1,762,663
Non-controlling interests 271 277 0 0
Total equity 1,752,137 1,762,940 1,751,866 1,762,663
Deferred tax liabilities 16 4 17 0 0
Bank and credit institutions 17 2,291,875 2,232,493 2,291,875 2,232,493
Lease liabilities, non current 18 15,461 8,419 15,461 8,419
Other non current liabilities 3,300 2,850 3,300 2,850
Derivatives, non current 20 5,006 5,373 5,006 5,373
Total non-current liabilities 2,315,647 2,249,152 2,315,642 2,249,135
Lease liabilities, current 18 10,217 9,006 10,217 9,006
Received prepayments 7,529 6,215 7,529 6,215
Trade payables 36,958 79,991 36,776 79,813
Payables to Group companies 0 0 2,080 2,362
Income tax liabilities 353 525 250 198
Other payables 57,569 79,114 57,569 79,114
Derivatives, current 20 18,834 3,864 18,834 3,864
Total current liabilities 131,461 178,716 133,256 180,572
Total liabilities 2,447,108 2,427,868 2,448,898 2,429,707
Total equity and liabilities 4,199,245 4,190,808 4,200,764 4,192,370




Consolidated and parent company financial statements

STATEMENT OF CHANGES IN EQUITY

ESVAGT ANNUAL REPORT 2020

GROUP
Reserve for
Foreign Non-

Share Currency Cash Flow Retained Controlling Total
TDKK Capital Translation Hedges Earnings Total Interests Equity
Equity at 01.01.2019 2,000 -1,218 -17,176 1,756,594 1,740,200 272 1,740,472
Profit for the year 0 0 14,347 14,347 14,353
Other comprehensive income 528 7,587 0 8,116 8,116
Total comprehensive income for the year 528 7,587 14,347 22,463 22,468
Equity at 31.12.2019 2,000 -690 -9,589 1,770,941 1,762,663 277 1,762,940
Profit for the year 0 0 -246,133 -246,133 -6 -246,140
Other comprehensive income -787 -13,876 0 -14,664 0 -14,664
Total comprehensive income for the year -787 -13,876 -246,133 -260,797 -6 -260,803
Transactions with owners in their capacity as owners
Capital increase 100 0 0 249,900 250,000 0 250,000
Equity at 31.12.2020 2,100 -1,477 -23,465 1,774,708 1,751,866 271 1,752,137
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Consolidated and parent company financial statements

STATEMENT OF CHANGES IN EQUITY

ESVAGT ANNUAL REPORT 2020

PARENT
Reserve for
Foreign Develop-

Share Currency Cash Flow ment Cost Retained Total
TDKK Capital Translation Hedges Reserve Earnings Equity
Equity at 01.01.2019 2,000 -1,218 -17,175 357 1,756,236 1,740,200
Profit for the year 0 0 0 6,525 7,822 14,347
Other comprehensive income 528 7,587 0 0 8,116
Total comprehensive income for the year 0 528 7,587 6,525 7,822 22,463
Equity at 31.12.2019 2,000 -690 -9,588 6,882 1,764,058 1,762,663
Profit for the year 0 0 0 2,789 -248,923 -246,133
Other comprehensive income -787 -13,876 0 0 -14,664
Total comprehensive income for the year 0 -787 -13,876 2,789 -248,923 -260,797
Transactions with owners in their capacity as owners
Capital increase 100 0 0 0 249,900 250,000
Equity at 31.12.2020 2,100 -1,477 -23,464 9,671 1,765,036 1,751,866
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Consolidated and parent company financial statements

CASH FLOW STATEMENT

ESVAGT ANNUAL REPORT 2020

GROUP PARENT

TDKK Note 2020 2019 2020 2019
Profit before depreciation, amortization

and financial items etc. 328,026 356,482 327,792 355,986
Other expenses -975 287 -975 287
Adjustment for non-cash transactions 0 5,202 0 5,202
Change in working capital 24 -12,453 13,447 -24,696 34,954
Share of profit/loss in subsidiaries 0 0 -1,285 -2,034
Share of profit/loss in joint ventures 7 19 7 19
Cash flows from operating activities before

financial income and expenses 314,605 375,437 300,843 394,413
Financial income received 709 1,279 709 1,398
Financial expenses paid -88,767 -108,213 -88,788 -108,259
Income taxes paid -816 5,551 -294 5,992
Net cash flow from operating activities 225,732 274,054 212,470 293,545
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GROUP PARENT
TDKK Note 2020 2019 2020 2019
Payments for intangible assets and property,
plant and equipment -402,618 -407,186 -402,618 -430,830
Sale of intangible assets and property,
plant and equipment 2,308 5,223 2,308 5,223
Net cash flow from investing activities -400,310 -401,962 -400,310 -425,607
Proceeds from loans from credit institutions 60,000 0 60,000 0
Principle element of lease payments -14,452 -10,114 -14,452 -10,114
Share Capital and Share Premium paid 250,000 0 250,000
Cash flow from financing activities 295,548 -10,114 295,547 -10,114
Net cash flow for the year 120,970 -138,022 107,708 -142,176
Effects of exchange rate changes on
cash and cash equivalents -7,423 2,010 -7,018 2,011
Cash and cash equivalents, beginning of the year 202,469 338,481 195,608 335,773
Cash and cash equivalents, end of the year 316,016 202,469 296,297 195,608

The information in the cash flow statement cannot directly be reconciled to the statement of profit or loss.
The above consolidated statement of cash flows should be read in conjunction with the accompanying

notes.
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NOTE 1

ACCOUNTING POLICIES

The Annual Report for the period 1 January - 31 December 2020 comprise the consolidated financial state-
ment of the parent company ESVAGT A/S and subsidiaries controlled by the parent company (the group)
and the separate financial statements of the parent company and have been prepared in accordance with
the International Financial Reporting Standards (IFRS) as adopted by the EU and further requirements in the
Danish Financial Statements Act.

Measurement basis
The consolidated and separate financial statements have been prepared on the historical cost basis except
for derivative financial instruments which are measured at fair value.

New and amended standards adopted by the group
The group has applied the following standards and amendments for the first time for their annual reporting
period commencing 1 January 2020:

« Amendments to IAS 1 and IAS 8 “Definition of Material”

- Amendments to IFRS 3 “Definition of a Business”

« Amendments to IFRS 16 “Covid-19 Related Rent Concessions”
« Revised Conceptual Framework for Financial Reporting

The amendments listed above did not have any material impact on the amounts recognized in prior periods
and are not expected to significantly affect the current or future periods.

New standards and interpretations not yet adopted

Certain new accounting standard and interpretations have been published that are not mandatory for 31
December 2020 reporting periods and have not been early adopted by the group. These standards are not
expected to have a material impact on the group in the current or future periods and on foreseeable transac-
tions.

Basis of consolidation

Subsidiaries are all entities over which the group has control. The group controls an entity when the group is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect
those returns through its power to direct the activities of the entity. Subsidiaries are fully consolidated from
the date on which control is transferred to the group. They are deconsolidated from the date that control
ceases.

Consolidation is performed by summarizing the financial statements of the parent company and its sub-
sidiaries which have been prepared in accordance with ESVAGT A/S accounting policies. On consolidation,
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elimination is made of intra-group income and costs, shareholdings, intra-group balances and dividend and
realized and unrealized profits or losses on transactions between the consolidated companies.

Non-controlling interests’ share of profit/loss for the year and of equity in subsidiaries are included as part of
ESVAGT A/S profit and equity respectively but shown as separate items.

Foreign currency translation

Functional and presentation currency

Items in the financial statements of each of the reporting companies of the Group are measured in the cur-
rency of the primary economic environment in which the company operates (the functional currency).

The functional currency of the Parent company, ESVAGT A/S is DKK.

The financial statements are presented in Danish Kroner (DKK). The financial statements have been rounded
to the nearest thousand.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transac-
tions and from the translation of monetary assets and liabilities denominated in foreign currencies at year
end exchange rates are generally recognized in profit or loss.

Foreign exchange gains and losses that relate to borrowings are presented in the statement of profit or loss,
within finance costs. All other foreign exchange gains and losses are presented in the statement of profit or
loss on a net basis within other income or other expenses.

Group companies
The results and financial position of all the group entities that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

a) Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that
balance sheet.

b) Income and expenses for each income statement are translated at average exchange rates; and

) All resulting exchange differences are recognized in other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing rate. Exchange differences arising are recognized
in other comprehensive income.
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NOTE 1- CONTINUED

ACCOUNTING POLICIES

Derivatives

Derivatives are initially recognized at fair value on the date a derivative contract is entered and are subse-
quently re-measured at their fair value. The method of recognizing the resulting gain or loss depends on
whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged.
Foreign exchange forwards are used to hedge the currency risk related to recognized and unrecognized
transactions.

The effective portion of changes in the value of derivative financial instruments designated to hedge future
transactions is recognized under equity until the hedged transactions are realized. At that time, the cumu-
lated gains/losses are transferred to the items under which the hedged transactions are recognized. The
effective portion of changes in the value of derivative financial instruments used to hedge the value of the
recognized financial assets and liabilities is recognized in the income statement together with changes in the
fair value of the hedged assets or liabilities which can be attributed to the hedging relationship. The ineffec-
tive portion of hedge transaction are recognized in the income statement as financial income or expenses for
interest and currency-based instruments.

Revenue recognition

ESVAGT provides support and services (ERRV and SOV) to the offshore industry comprising standby and
emergency response and rescue, oil spill contingency, tanker assist, rig move and supply duties. Revenue
from providing services is recognized in the accounting period in which the services are rendered. Revenue
is recognized based on the actual service provided to the end of the reporting period as a proportion of the
total services to be provided because the customer receives and uses the benefits simultaneously. This is
determined based on the days spent relative to the total number of days the contract covers.

Support and service contracts include multiple deliverables, such as charter, crew, fuel and services. Except
for fuel, the deliverables are integrated in the services and cannot be provided separately. The services in

a charter excluding fuel are therefore accounted for as one performance obligation. A part of the contract
price is allocated to a separate performance obligation for fuel based on its stand-alone selling price, which is
directly observable.

The contracts do not contain any variable elements.

Other income
Other income comprises of other activities, e.g. property rent and gains/losses of sales of fixed assets. Other
income is recognized when the agreed service or asset is delivered, and the control has been transferred to
the purchaser.
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Other operating expenses
Other operating expenses comprise repair and maintenance, stores, vessel fuel, training and travel costs,
expenses related to marketing, administration, office expenses, bad debt etc.

Staff expenses including pensions and similar liabilities
Staff expenses comprise wages and salaries, pensions, social security costs and other staff costs to the com-
pany’s employees.

ESVAGT A/S has entered into pension and similar agreements with most employees. Obligations relating to
defined contribution plans are recognized in the income statement in the period in which they are earned.

Government Grants
Government grants are recognized where there is reasonable assurance that the grant will be received and
all attached conditions will be complied with.

Income from government subsidies as a result of COVID-19 pandemic were recognized as other income.

Amortization, depreciation and impairment
Amortization, depreciation and impairment comprise amortization, depreciation and impairment of intangi-
ble assets, property, plant and equipment and right-of-use assets.

Financial income and expenses
Financial income and expenses comprise interest income and expenses, realized and non-realized capital
gains/losses on transactions in foreign currency, amortization of financial assets and liabilities etc.

Income tax and deferred tax

The income tax expense or credit for the period is the tax payable on the current period’s taxable income
adjusted by changes in deferred tax assets and liabilities attributable to temporary differences and to unused
tax losses.

The current income tax charge is calculated based on the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the Company and its subsidiaries operate and generate taxable
income. Management periodically evaluates positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes provisions, where appropriate, based on
amounts expected to be paid to the tax authorities.
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NOTE 1- CONTINUED

ACCOUNTING POLICIES

ESVAGT's vessels activities are subject to the tonnage taxation scheme under which the computation of
taxable income includes an amount, calculated based on the fleet’s tonnage.

Deferred income tax is recognized on temporary differences arising between the tax bases of assets and lia-
bilities and their carrying amounts in the Consolidated Financial Statements. However, deferred tax liabilities
are not recognized if they arise from the initial recognition of goodwill; deferred income tax is not accounted
for if it arises from the initial recognition of an asset or liability in a transaction other than a business com-
bination that, at the time of the transaction, affects neither accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and laws) that have been enacted or substantively enacted by the
balance sheet date and are expected to apply when the related deferred income tax asset is realized, or the
deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will
be available, against which the temporary differences can be utilized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current
tax assets against current tax liabilities and when the deferred income tax assets and liabilities relate to
income taxes levied by the same taxation authority on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.

Intangible assets

Development projects

Development projects comprise engineer costs related to specific development projects. Development pro-
jects are capitalized when development projects imply a technical and/or operational advantage for ESVAGT
and where the financial net present value of these projects exceeds the development expenses.

Intangible assets are measured at cost less of accumulated amortization and impairment losses.

Amortization to estimated residual value is recognized in the income statement on a straight-line basis over
the useful life, which is:

- Development projects: 3 years
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Tangible assets
Premises on leased land, vessels, docking costs and other operating equipment and fixtures are measured at
cost less accumulated depreciation and accumulated impairment losses.

Cost comprise the cost of acquisition and expenses directly related to the acquisition up until the time when
the asset is ready for use. Borrowing costs from specific as well as general borrowing directly related to assets
with a long production period are attributed to costs during the period of construction.

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

- Premises on leased land: 20-30 years

- Vessels: Up to 30 years

- Docking costs: 2.5-5 years

- Other fixtures and fittings: 3-5 years

New build vessels are depreciated over 25 years. Used vessels are depreciated over a shorter period based
on the vessel age upon time of purchase. Charter contracts related upgrades and other improvements are
depreciated over expected useful life of 3-5 years.

Expenses for docking of vessels are recognized when incurred in the carrying amount of vessels and depreci-
ated over the period until next docking.

The assets'residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each
reporting period.

Gains and losses arising from disposal of tangible assets are calculated as the difference between the sales
price less sales costs and the carrying amount at the time of sale. Gains and losses are recognized in the
profit and loss account as other operating income or other operating costs.

Impairment of non-financial assets

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount. An impairment loss is recognized in the income
statement when the impairment is identified.
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NOTE 1- CONTINUED

ACCOUNTING POLICIES

Intangible assets that have an indefinite useful life and intangible assets not yet available for use are not
subject to amortization and are tested annually for impairment. Tangible and intangible assets that are sub-
ject to amortization are reviewed whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognized for the amount by which the asset’s car-
rying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less cost of disposal and value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are largely independent cash inflows (cash-generating units). Prior impairment
of non-financial assets (other than goodwill) are reviewed for possible reversal at each reporting date.

Leases
Leases are recognized as a right-of-use asset and a corresponding liability at the date which the leased asset
is available for use by the group.

Assets and liabilities arising from a lease are initially measured on a present value basis. The lease payments
include among other fixed payments and variable lease payments that are based on an index or a rate. Lease
payments to be made under reasonably certain extension options are also included in the measurement of
the liability.

Contracts may contain both lease and non-lease components. For all leases, the group has elected not to
separate the lease and non-lease components and instead accounts for these as a single component.

The lease payments are discounted using the interest rate implicit in the lease. If that rate is not readily deter-
minable, the incremental borrowing rate is used.

Lease payments are allocated between principal and finance cost. The finance cost is charged to the income
statement over the lease period to produce a constant periodic rate of interest on the remaining balance of
the liability for each period.

Right-of-use assets are measured at cost comprising the amount of the initial measurement of the lease lia-
bility, any lease payments made at or before the commencement date, any initial direct costs and restoration
costs.

Right-of-use assets are depreciated over the shorter of the asset’s useful life and the lease term on a straight-
line basis.

Variable lease payments that do not depend on an index or a rate and payments associated with leases with
a lease term of 12 months or less and low-value assets are recognized as an expense in the income state-
ment, included in other operating expenses.
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As a practical expedient, a lessee may elect not to assess whether a Covid-19 pandemic-related rent conces-
sion from a lessor is a lease modification. ESVAGT applies the IASB amendments to IFRS 16 in regard to rent
concessions that simplify how lessee accounts for rent concessions that are direct consequence of Covid-19
and where all conditions of the practical expedient are met.

Investment in subsidiaries and joint ventures

Investments in subsidiaries

Investments in subsidiaries are in the separate financial statements of the parent company recognized
according to the equity method (see below) after initially being measured at cost.

Investment in joint ventures

IFRS requires investments in joint arrangements to be classified as either joint operations or joint ventures.
The classification depends on the contractual rights and obligations of each investor, rather than the legal
structure of the joint arrangement. All investments over which the group has joint control are classified as
joint ventures.

Interests in joint ventures are accounted for using the equity method (see below), after initially being recog-
nized at cost.

Applying the equity method

Under the equity method, the investments are initially recognized at cost and adjusted thereafter to
recognize the group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the
group’s share of movements in other comprehensive income of the investee in other comprehensive income.
Dividends received or receivable from subsidiaries (separate financial statements of ESVAGT A/S only) and
joint ventures are recognized as a reduction in the carrying amount of the investment.

Where the group’s share of losses in an equity-accounted investment equals or exceeds its interest in the
entity, including any other unsecured long-term receivables, the group does not recognize further losses,
unless it has incurred obligations or made payments on behalf of the other entity.

Unrealized gains on transactions with joint ventures are eliminated to the extent of the group’s interest in
these entities. Unrealized losses are also eliminated unless the transaction provides evidence of an impair-
ment of the asset transferred. Accounting policies of equity-accounted investees have been changed where
necessary to ensure consistency with the policies adopted by the group.

The carrying amount of equity-accounted investments is tested for impairment in accordance with the policy
described above.
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NOTE 1- CONTINUED

ACCOUNTING POLICIES

Inventories
Inventories comprise of bunkers and other consumables. Inventories are measured at cost according to the
FIFO-method. Write-down is made to a possibly lower net realizable value.

Receivables
Receivables are initially recognized at fair value adjusted for any transaction costs. Subsequently, receivables
are measured at amortized cost, which usually corresponds to the nominal value.

The group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime
expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets have been grouped based

on shared credit risk characteristics and the days past due. The contract assets relate to unbilled work in
progress and have substantially the same risk characteristics as the trade receivables for the same types of
contracts. The group has therefore concluded that the expected loss rates for trade receivables are a reasona-
ble approximation of the loss rates for the contract assets.

The expected loss rates are based on the payment profiles of historic sales and the corresponding historical
credit losses. The historical loss rates are adjusted to reflect current and forward-looking information on mac-
roeconomic factors affecting the ability of the customers to settle the receivables. The group has identified
the GDP and the oil and energy prices to be the most relevant factors, and accordingly adjusts the historical
loss rates based on expected changes in these factors.

Prepayments
Prepayments comprise various prepaid expenses such as prepaid insurance, subscriptions etc. Prepayments
are measured at cost.

Cash and cash equivalents
Cash and cash equivalents comprise “Cash at bank and in hand".

Equity

Reserve for foreign currency translation

The reserve for exchange adjustments consists of exchange rate differences that occur when translating

the foreign subsidiaries financial statements from their functional currency into the Group’s presentation
currency. On disposal of the net investment, the reserve for exchange adjustments of that foreign subsidiary
is recognized in the income statement. Reduction of a net investment in a foreign operation which does not
result in loss of control is not treated as a disposal.
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Cash flow hedges
The effective portion of changes in the value of derivative financial instruments designated to hedge future
transactions is recognized under equity until the hedged transactions are realized.

Dividend distribution
Dividends are recognized as a liability in the period in which they are adopted at the Annual General Meet-

ing.

Development cost reserve
An amount equal to the total capitalized development costs after tax is recognized in equity in the Develop-
ment cost reserve.

Bank and Credit institutions

Borrowings from credit institutions are initially recognized at fair value, net of transaction expenses incurred.
Borrowings from credit institutions are subsequently measured at amortized cost. Any differences between
the proceeds and the redemption value are recognized in the income statement over the period of the
borrowings using the effective interest method.

Prepayments received from customers
Prepayments received from customers comprise amounts received from customers prior to delivery of the
goods agreed or completion of the service agreed.

Other liabilities
Other debt or liabilities covering trade payables and other debt are recognized at amortized cost, which is
usually equivalent to the nominal value.

Statement of cash flow
The cash flow statement shows the Group's cash flows during the year distributed on operating, investing
and financing activities, changes in cash and cash equivalents at the beginning and at the end of the year.

Cash flows from operating activities are calculated by the indirect method using the profit before deprecia-
tion adjusted for changes in working capital and non-cash operating items such as depreciation, amortiza-
tion and impairment losses, and provisions. Working capital comprises current assets less short-term debt
excluding items included in cash and cash equivalents.

Cash flows from investing activities comprise cash flows from acquisitions and disposals of intangible assets,
property, plant and equipment as well as fixed asset investments.
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ACCOUNTING POLICIES

Cash flows from financing activities comprise cash flows from the raising and repayment of long-term debt,
payment of principal element of leases as well as payments to and from shareholders.

Consolidated Key Figures
The key figures and financial ratios have been prepared on a consolidated basis. The financial ratios have been
calculated in accordance with the recommendations of the Association of Danish Financial Analysts (2015).

Parent company'’s policy to account for mergers
Mergers between the parent company and its subsidiaries are accounted for by applying predecessor
accounting. Hereby the parent company recognizes the assets and liabilities received at their values as

included in the consolidated financial statements of the Group. Comparative figures are restated accordingly.

The full-year results and cash flows of the merged subsidiaries (including comparative figures) are included
in the parent company’s income statement and cash flow statement.

NOTE 2

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

The group performs certain judgements and estimates concerning the future.

The estimates are performed based on historical experience and other factors that Management considers
to be reliable, but which by their very nature are associated with uncertainty and unpredictability. These
assumptions may prove incomplete or incorrect, and unexpected events or circumstances may arise. The
Group is also subject to risks and uncertainties that may lead to actual results differing from these estimates,
both positively and negatively.

The judgement and estimates that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are addressed below.

Judgements
Judgement is applied in determining the cash generating units (CGU’s). Management has based on the
specific capabilities of the vessels, split these into three CGU’s;
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Group 1: Multi-role ERRV vessels are flexible and support the offshore oil & gas industry with a number of
highly specialized services as a supplement to the ERRV functions: Anchor handling; Rig moves; Emergency
towing; Cargo runs; ROV inspections and surveys; Barge work; Oil spill response and Fire-Fighting.

Group 2/3: ERRV vessels in Group 2/3 are all designed to operate worldwide and in harsh environments. They
comply with all stand-by regulations in DK, UK, NL and N. The vessels are optimized on fuel consumption,
capacity and size.

Wind: Service Operation Vessels (SOV) are the cost-efficient choice for windfarms far from shore. The SOV
offers onboard workshop, spare parts storage, crane and office facilities. Advanced transfer of technicians
and spare parts to WTGs by ESVAGT Safe Transfer Boat or W2W gangway solutions.

This also reflect how Management monitors the operations. Management furthermore applies its judgement
in allocating assets that do not generate independent cash flows to appropriate CGU’s.

Estimates

Useful life and residual values

The vessels are estimated to operate up to 30 years before they are taken out of the fleet. Some vessels
operate longer than that, and the depreciations are calculated individually when the useful lives and residual
values are reviewed and adjusted if appropriate, at the end of each year.

Impairment testing
Impairment testing is performed for each cash-generating unit as defined by our operational structure as
described under judgement, if indicators of impairment exists.

For the impairment testing, a number of estimates are made regarding the expected development in day
rates, utilization of vessels, future capital expenditures, discount rates, which are all included in the projected
cash flows applied for the impairment testing.

These estimates are based on an assessment of current and future developments in the three cash-
generating units and on historical data and assumptions. Assessment of market trends as regards to day
rates is supported by independent 3rd party reports. The assumptions included in the value-in-use calcula-
tion are based on financial budgets and business plans approved by management.

Following the revised market outlook, driven partly by the Covid-19 pandemic and the low value of the
Pound Sterling and Norwegian Kroner, an impairment loss of DKK 200 million has been recognized as of 31
December 2020. The result of the impairment testing is further disclosed in note 11.
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GROUP PARENT

TDKK 2020 2019 2020 2019
Support and safety activities,
Offshore Oil & Gas (over time) 589,084 676,185 586,129 672,784
Support and safety activities,
Offshore Wind (over time) 330,851 280,414 330,832 280,300
Sale of fuel, Offshore Oil & Gas (point in time) 46,056 56,799 45,691 56,915
Sale of fuel, Offshore Wind (point in time) 10,797 15,171 11,161 15,055

976,788 1,028,568 973,813 1,025,054

The group has recognized the following assets and liabilities related to contracts with customers:

31 Dec 31 Dec 1Jan
TDKK 2020 2019 2019
Group
Current contract assets relating to charters 480 155 252
Current contract liabilities relating to charters -7,529 -6,215 -8,352
Parent
Current contract assets relating to charters 480 155 252
Current contract liabilities relating to charters -7,529 -6,215 -8,352

The increase in contract liabilities relates to mobilization costs paid prior to specific charters, which will be

recognized as revenue during the secured contract length.
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TDKK 2020 2019 2020 2019

Revenue recognized that was included in the

contract liability at the beginning of the period 2,631 2,137 2,631 2,137

The group has taken the practical expedient in IFRS 15 not to disclose information about the aggregate
amount of the transaction price allocated to its remaining performance obligations, as the group’s contracts
either has an original expected duration of one year or less; or as the group for its long-term contracts recog-
nizes revenue in an amount to which the group has a right to invoice.

The invoicing is done a monthly basis reflecting the contracted day rate and the actuals days per month.
Normal payment terms are running month +30 days or 45 days.

NOTE 4

GCOVERNMENT GRANTS

ESVAGT has received government subsidies of MDKK 1.4 as result of the COVID-19 pandemic. The subsidy
was solely related to employee retention and was part of the government programme “Wage compensation
scheme”. There are no unfulfilled conditions or other contingencies attached to the received subsidies. Dur-
ing the pandemic ESVAGT has, despite the drop in Oil & Gas activities across the North Sea, retained all staff.
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NOTE 5

STAFF EXPENSES

GROUP PARENT
TDKK 2020 2019 2020 2019
Wages and salaries 362,107 360,683 361,067 359,787
Pensions, defined contribution plans 8,859 7,857 8,859 7,857
Other staff costs 5,634 7,246 5,634 7,246
Long term incentive schemes 2,170 1,241 2,170 1,241
Staff Expenses 378,769 377,027 377,729 376,131
Average number of full-time employees 926 916 924 915

Key Management Compensation
Key Management includes Board of Directors and Executive Management in ESVAGT A/S, in total 9 persons
by end 2020 (10 in 2019).

The Executive Management and other senior employees of ESVAGT have been granted 2 Long Term Incen-
tive Schemes (the LTIP programs), which are structured according to the same principles, but depend on
different triggering events. The participants will therefore only get payment from one of the LTIP programs
when vested.

Both programs depend on the fair value development of ESVAGT A/S and an exit of the current owners.
The maximum value of the programs amounts to DKK 112 million (EUR 15 million), however as at 31 Decem-
ber 2020 the value is calculated to DKK 19 million (EUR 2.5 million) corresponding to the estimated value at
grant date.

The program vests over the period until an exit of the current owners. In 2020 DKK 2,2 million (2019 DKK 1,2
million) has been recognised as an expense in the P&L.

The exercise price of the awards is 0.
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Executive

Manage- Board of
TDKK ment  Directors Total
2020 Group
Wages and salaries 8,190 1,263 9,453
Pensions, defined contribution plans 233 0 233
Long term incentive schemes 827 0 827
Compensation to the Board of Directors and
Executive Management 9,250 1,263 10,513
2020 Parent
Wages and salaries 8,190 1,263 9,453
Pensions, defined contribution plans 233 0 233
Long term incentive schemes 827 0 827
Compensation to the Board of Directors and
Executive Management 9,250 1,263 10,513

Executive

Manage- Board of

TDKK ment  Directors Total
2019 Group
Wages and salaries 5,974 1,250 7,224
Pensions, defined contribution plans 268 0 268
Long term incentive schemes 827 0 827
Compensation to the Board of Directors and
Executive Management 7,069 1,250 8,319
2019 Parent
Wages and salaries 5,974 1,250 7,224
Pensions, defined contribution plans 268 0 268
Long term incentive schemes 827 0 827
Compensation to the Board of Directors and
Executive Management 7,069 1,250 7,492
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AMORTIZATION, DEPRECIATION AND

IMPAIRMENT LOSSES

GROUP PARENT
TDKK 2020 2019 2020 2019
Amortization of intangible assets 2,418 382 2,418 382
Depreciation of tangible assets 271,843 259,242 271,843 259,242
Net Impairment of tangible assets 200,000 0 200,000 0
Depreciation of right-of-use assets 15,154 6,895 15,154 6,895
489,416 266,519 489,416 266,519

NOTE 7

GROUP PARENT
TDKK 2020 2019 2020 2019
Interest income from parent 85 62 82 62
Interest income from subsidiaries 0 0 3 119
Interest income, bank 624 1,217 624 1,217
Exchange rate adjustments 4,346 8,659 4,314 8,577
Other financial Income 35 0 35 0
5,089 9,938 5,058 9,976

Total interest income on financial assets that are measured at amortized cost for the year was TDKK 744
(2019: TDKK 1,279) for the Group and TDKK 744 (2019: TDKK 1,398) for the parent company.
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NOTE 8

FINANCIAL EXPENSES

GROUP PARENT

TDKK 2020 2019 2020 2019
Interest expenses to parent 3 0 39 47
Interest expenses, credit institutions 94,773 94,099 94,771 94,108
Interest expenses, bank 964 618 960 618
Interest expenses, leases 917 513 917 513
Other financial expenses, including bank fees 840 836 831 826
Capitalized interests -8,296 -4,380 -8,296 -4,380

89,201 91,686 89,222 91,731

Total interest expenses on financial liabilities not measured at fair value through profit or loss for the year
was TDKK 9,.657 (2019: TDKK 95,230) for the group and TDKK 96,687 (2019: TDKK 95,286) for the parent

company.
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NOTE 9 NOTE 10
GROUP PARENT GROUP PARENT
TDKK 2020 2019 2020 2019 Develop- Develop-
ment ment
TR e TDKK Projects Projects
Tax on profit/loss for the year 388 -6,336 95 -6,835 c
ost:
Total income tax 388 -6,336 95 -6,835
At 01.01.2019 2,194 2,194
Tonnage tax 250 198 250 198
Additions during the year 6,907 6,907
Total tax for the year 638 -6,137 345 -6,636
At 31.12.2019 9,101 9,101
Tax on profit/loss for the year N . .
A tizat d [t
can be broken down as follows: e
At 01.01.2019 1,837 1,837
Current tax 305 506 0 0
Amortization charge 382 382
Deferred tax -1 -7 0 0
i X . At 31.12.2019 2,219 2,219
Adjustments for current tax of prior periods 95 -6,835 95 -6,835
Carrying amount 31.12.2019 6,882 6,882
Tax on profit/loss for the year 388 -6,336 95 -6,835
Cost:
Income tax is specified as follows: At 01.01.2020 9,101 9,101
()
b s i Additions during the year 4,989 4,989
“Profit for the year before income tax” -54,010 1,807 -54,073 -1,696
Reclassifications 218 218
At 31.12.2020 14,308 14,308
Tax effects of:
Income tax under tonnage taxation 54,304 -1,308 54,073 1,696 N " " .
Amortization and impairment:
Adjustments in respect of prior years 95 -6,835 95 -6,835 At 01.01.2020 2219 2219
388 -6,336 95 -6,835 Amortization charge 2,418 2,418
i - 0, - [ 0, d ()
Effective tax rate 0.2% 77.1% 0.0% 88.6% At 31.12.2020 4,637 4,637
Carrying amount 31.12.2020 9,671 9,671

The majority of the Group’s taxable income is located in Denmark, and therefore the majority of the tax
base is subject to Danish tax legislation. As such, the ESVAGT Group has elected to participate in the Danish
Tonnage Tax scheme; the participation is binding until 31 December 2025.

Deferred tax relates to tangible fixed assets not covered by tonnage taxation activities.

34



NOTE 1

PROPERTY, PLANT AND EQUIPMENT

ESVAGT ANNUAL REPORT 2020

GROUP
Operating
Equipment Prepay-

TDKK Vessels &Fixtures Buildings ments Total
Cost:

At01.01.2019 5,116,415 36,025 61,804 117,469 5,331,713
Additions during the year 319,948 1,430 54 81,831 403,263
Disposals -64,210 -3,320 0 0 -67,530
Reclasssifications 8,227 0 0 -8,227 0
Transferred to right-of-use asset -22,997 0 0 0 -22,997
At 31.12.2019 5,357,384 34,135 61,858 191,073 5,644,450
Amortization and impairment:

At 01.01.2019 1,641,958 30,682 14,937 0 1,687,576
Disposals -58,700 -3,320 0 0 -62,020
Amortization charge 253,466 2,696 3,081 0 259,242
Transferred to assets held for sale -17,497 0 0 0 -17,497
At 31.12.2019 1,819,227 30,058 18,017 0 1,867,302
Carrying amount 31.12.2019 3,538,157 4,078 43,841 191,073 3,777,148

The amount of borrowing costs capitalized during 2019 was TDKK 4,390. The rate used to determine the
amount of borrowing cost eligible for capitalization was 3.52%
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GROUP
Operating
Equipment Prepay-

TDKK Vessels &Fixtures Buildings ments Total
Cost:

At 01.01.2020 5,357,384 34,135 61,858 191,073 5,644,450
Additions udring the year 331,132 0 0 74,794 405,926
Disposals -52,909 0 0 -511 -53,420
Reclasssifications 101,865 0 0 -102,083 -218.087
Transferred to right-of-use asset 0 0 0 0 0
At 31.12.2020 5,737,472 34,135 61,858 163,274 5,996,739
Amortization and impairment:

At 01.01.2020 1,819,227 30,058 18,017 0 1,867,302
Disposals -50,837 0 0 0 -50,837
Amortization charge 266,691 2,058 3,095 0 271,844
Impairment losses 200,000 0 0 0 200,000
Transferred to assets held for sale 0 0 0 0 0
At 31.12.2020 2,235,081 32,116 21,112 0 2,288,309
Carrying amount 31.12.2020 3,502,391 2,019 40,746 163,274 3,708,430

The amount of borrowing costs capitalized during 2020 was TDKK 8,296. The rate used to determine the
amount of borrowing cost eligible for capitalization was 3.52%.
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NOTE 11 - CONTINUED

PROPERTY, PLANT AND EQUIPMENT

Impairment Analysis

The oil and gas markets have during 2020 been hit by simultaneous demand and supply shocks. Measures to
contain the spread of Covid-19 have led to an unprecedented decline in demand for oil and gas, and initial
intervention by OPEC+ member states struggled to balance the market.

As a result, oil prices dropped, which has driven reductions in spending budget by oil and gas companies,
and consequently many activities were postponed, especially UK drilling activities, where ESVAGT traditional-
ly deploy a major part of its ERRV Group 2 fleet - resulting in short-term reduction of demand in ERRV Group
2 fleet.

ESVAGT expects spot market to further build during 2021 and return to 2019 levels — with a potential boost
during end 2021 and beginning of 2022 for completion of outstanding priority drilling and maintenance
work held back by Covid-19 pandemic. The expectations to future demand are subject to several factors, par-
ticularly the development in the global oil and gas markets. The demand is depending on the public health,
the impact of vaccines, and the policy responses to COVID-19.

Outcome of the impairment test

Following the revised market outlook, driven partly by the Covid-19 pandemic and the low value of the
Pound Sterling and Norwegian Kroner, an impairment loss of DKK 200 million has been recognized as of 31
December 2020. The impairment loss relates solely to CGU ERRV Group 2/3.The CGU is covering ERRV vessels
operating in the North Sea.

Impairment Recover-

losses/ able
DKK mio. reversals Amount
Cash generating unit
Group 2/3 200 653
Total 200

No impairments or impairment reversals were recognized in 2019.
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Basis for impairment test
ESVAGT considers vessels with similar functionality as cash generating units (CGU) due to largely interde-
pendent cash flows.

The recoverable amount for each CGU is determined as the present value of future net cash flow from each
or fair value less cost to sell if higher. ESVAGT applies value-in-use calculations in the Impairment Analysis.

The value-in-use is calculated based on cash flow projections in financial budgets and key assumptions for
the coming 5 years period as approved by management. For the period after the 5-year period an expect-
ed inflation rate of 2.0% p.a. is applied, and specific day-rate assumptions post-contract. These cash flow
projections are subject to judgement and estimates that are uncertain, though based on experience and
external sources where available. Below different sensitivity analysis for certain key assumptions applied in
the expected future cash flows.

The discount rate applied in the value-in-use calculation is 8.3% (2019: 7.9%) p.a. after tax. The discount rate
applied reflect the specific risks relating to the relevant CGU’s.

The FX rates applied is based on the FX rate level on 31 December 2020:
» GBP: 823.78 (2019: 876.64)

« NOK:70.53 (2019: 75.87)

+ EUR: 743.93 (2019: 746.97)

Sensitivity analysis

The value-in-use calculations for the individual CGU’s are particularly sensitive to the day rates expected
post-contract and to utilization on ERRV spot activities. In addition, discount rate, inflation rate and changes
in FX rates are critical assumptions.

The sensitivity analysis shows that the impairment losses in 2020 would have been:

» DKK-167 million and DKK -254 million with a +/- 0.5 percentage point change in the discount rate,
keeping all other assumptions unchanged.

+ DKK-69 million and DKK -349 million with +/- 5 percentage change in FX Rates (except EUR),
keeping all other assumptions unchanged.

+ DKK-187 million and DKK -218 million +/- 0.5 percentage point change in the inflation rate,
keeping all other assumptions unchanged.
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PARENT
Operating
Equipment Prepay-

TDKK Vessels &Fixtures Buildings ments Total
Cost:

At 01.01.2019 5,116,415 36,025 61,804 92,969 5,307,213
Additions during the year 319,948 1,430 54 106,331 427,763
Disposals -64,210 -3,320 0 0 -67,530
Reclasssifications 8,227 0 0 -8,227 0
Transferred to right-of-use asset -22,997 0 0 0 -22,997
At 31.12.2019 5,357,384 34,135 61,858 191,073 5,644,450
Amortization and impairment:

At 01.01.2019 1,641,958 30,682 14,937 0 1,687,576
Disposals -58,700 -3,320 0 0 -62,020
Amortization charge 253,466 2,696 3,081 0 259,242
Transferred to assets right-of-use asset -17,497 0 0 0 -17,497
At 31.12.2019 1,819,227 30,058 18,017 0 1,867,302
Carrying amount 31.12.2019 3,538,157 4,078 43,841 191,073 3,777,148

The amount of borrowing costs capitalized during 2019 was TDKK 4,380. The rate used to determine the
amount of borrowing cost eligible for capitalization was 3.52%.
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PARENT
Operating
Equipment Prepay-

TDKK Vessels &Fixtures Buildings ments Total
Cost:

At 01.01.2020 5,357,384 34,135 61,858 191,073 5,644,450
Additions during the year 331,132 0 0 74,794 405,926
Disposals -52,909 0 0 -511 -53,420
Reclasssifications 101,865 0 0 -102,083 -218
Transferred to right-of-use asset 0 0 0 0 0
At 31.12.2020 5,737,472 34,135 61,858 163,274 5,996,739
Amortization and impairment:

At 01.01.2020 1,819,227 30,058 18,017 0 1,867,302
Disposals -50,837 0 0 0 -50,837
Amortization charge 266,691 2,058 3,095 0 271,844
Impairment losses 200,000 0 0 0 200,000
Transferred to assets right-of-use asset 0 0 0 0 0
At 31.12.2020 2,235,081 32,116 21,112 0 2,288,309
Carrying amount 31.12.2020 3,502,391 2,019 40,746 163,274 3,708,430

The amount of borrowing costs capitalized during 2020 was TDKK 8,296. The rate used to determine the
amount of borrowing cost eligible for capitalization was 3.52%.

Commitments for tangible assets

ESVAGT's Newbuilding programme comprise three vessels (one delivered late 2020) for the wind industry.
Delivery of last two vessels is expected during 2021.

GROUP PARENT
TDKK 2020 2019 2020 2019
Remaining Commitments, new building programme 492,100 845,812 492,100 845,812
492,100 845,812 492,100 845,812
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FINANCIAL ASSETS AND LIABILITIES

GROUP PARENT
TDKK 2020 2019 2020 2019
Carrying amount
Financial assets:
Financial assets at amortized cost:
Trade receivables 109,236 156,227 84,593 106,233
Receivables from parent company 4,453 3,621 4,453 3,621
Receivables from Group companies 0 0 33,080 46,092
Other Receivables 10,000 7,518 9,974 7,514
Cash and cash equivalents 316,016 202,469 296,298 195,608
Total Financial assets at amortized cost 439,705 369,835 428,397 359,067
Financial liabilities:
Financial liabilities at fair value
Foreign currency forwards (used for hedging) 23,840 9,237 23,840 9,237
Total financial liabilities at fair value 23,840 9,237 23,840 9,237
Financial liabilities at amortized cost
Borrowings 2,291,875 2,232,493 2,291,875 2,232,493
Trade payables 36,958 79,991 36,776 79,813
Payables to Group companies 0 0 2,080 2,362
Lease liabilities 25,678 17,425 25,678 17,425
Other Payables 57,569 79,114 57,569 79,114
Total Financial liabilities at amortized cost 2,412,081 2,409,023 2,413,978 2,411,207
Total Financial liabilities 2,435,921 2,418,260 2,437,818 2,420,443

Fair value is approximately the same as the carrying amounts.
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NOTE 13

INVENTORIES

GROUP PARENT
TDKK 2020 2019 2020 2019
Carrying amount
Bunker oil 9,461 17,679 9,461 17,679
9,461 17,679 9,461 17,679

During 2020 TDKK 59,550 (2019: TDKK 76,556) was recognized as an expense for the group, and TDKK 59,550

(2019: TDKK 76,556) for the parent company.

NOTE 14

TRADE RECEIVABLES

GROUP PARENT
TDKK 2020 2019 2020 2019
Carrying amount
Trade receivables at 31 December 109,336 156,327 84,693 106,333
Expected credit loss -100 -100 -100 -100
Trade receivables net 109,236 156,227 84,593 106,233
The maturity of the trade receivables
is specified as follows:
Not overdue 80,887 112,556 63,844 62,561
Up to 30 days 25,318 35,314 20,749 35,314
Between 31 and 90 days 3,031 5,696 0 5,696
Between 91 and 365 days 0 2,661 0 2,661
Other 0 0 0 0
Total 109,236 156,227 84,593 106,233

The group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime

expected loss allowance for all trade receivables and contract assets.



NOTE 14 - CONTINUED

TRADE RECEIVABLES

To measure the expected credit losses, trade receivables and contract assets have been grouped based
on shared credit risk characteristics and the days past due. The contract assets relate to unbilled work in
progress and have substantially the same risk characteristics as the trade receivables for the same types of

contracts. The group has therefore concluded that the expected loss rates for trade receivables are a reasona-

ble approximation of the loss rates for the contract assets.

The expected loss rates are based on the payment profiles of sales over a period of 36 month before 31 De-
cember 2020 or 31 December 2020 respectively and the corresponding historical credit losses experienced
within this period. The historical loss rates are adjusted to reflect current and forward-looking information
on macroeconomic factors affecting the ability of the customers to settle the receivables. The group has
identified the GDP and the oil and energy prices to be the most relevant factors, and accordingly adjusts

the historical loss rates based on expected changes in these factors. The expected credit losses for all trade
receivables and contract assets, 95.8% less than 30 days overdue, 2.5% 30-60 days overdue and 1.7% over 90
days overdue, are immaterial and therefore not recognize. During the year no losses has been realized.

As further described in note 21, the receivables from Group companies are primarily arising from ordinary
sales transactions and are in general repaid in full on a monthly basis. Consequently, the 12-month expected
credit losses related to those receivables are immaterial.

39

ESVAGT ANNUAL REPORT 2020

NOTE 15

SHARE CAPITAL

The share capital comprise of: Nominal
No value 2020 2019
shares  per share (TDKK) (TDKK)
2,000,000 1 2,000 2,000
100,000 1 100 0
2,100 2,000

No shares carry any special rights. There are no restrictions connected to the transferability or voting rights of
the shares. All shares have been fully paid in.

All shares in ESVAGT A/S are owned by ERRV ApS.

Capital management

The group’s objectives when managing capital are to safeguard the group’s ability to continue as a going
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain
an optimal capital structure to reduce cost of capital. Normal covenant demands applies such as “Leverage
Ratio”, “ICR Ratio” etc.

The Group has not adopted a specific key ratio, but Management and Board of Directors monitor the share
and capital structure to ensure that the group’s capital resources support the strategic goals. The overall
target is to have secured long term financing with fixed interest rates at competitive rates.

During the year, the shareholders have made a capital increase of MDKK 250 to support further growth.

The Company’s policy for managing capital is unchanged from last year.



NOTE 16

DEFERRED TAX

GROUP PARENT

TDKK 2020 2019 2020 2019
At 1 January 17 24 0 0
Deferred tax recognized in the income statement -1 -7 0 0
Exchange Rate Adjustment -1 0 0 0
At 31 December 4 17 0 0
Deferred tax relates to:
Provisions 4 17

17 0 0

NOTE 17

BANK AND CREDIT INSTITUTIONS

The borrowings comprise of vessel financing related loans as well as revolving facilities to fund the ongoing
operations. There are covenants attached to the loan facilities.

2020 2019
Currency Maturity (TDKK) (TDKK)
Group
Floating rate loans EUR 2022 318,402 319,703
Floating rate loans DKK 2022 243,168 183,168
Fixed-rate loans EUR 2024-2027 1,748,235 1,755,380
Parent
Floating rate loans EUR 2022 318,402 319,703
Floating rate loans DKK 2022 243,168 183,168
Fixed-rate loans EUR 2024-2027 1,748,235 1,755,380
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NOTE 18

LEASING

The group has entered leases on land, properties, cars and equipment. The remaining lease period for land
is 22 years + 5 months. ESVAGT can terminate the contract of the leased land with a 6 months’ notice. The
non-cancellable lease period for cars is typically 36 months. In general car leases do not include any exten-
sion options. Lease terms are negotiated on an individual basis and contain a wide range of different terms
and conditions. The lease agreements do not impose any covenants, but leased assets may not be used as
security for borrowing purposes.

The Group recognized the following amounts relating to leases:

GROUP PARENT
TDKK 2020 2019 2020 2019
Lease liabilities
Current 10,217 9,006 10,217 9,006
Non-current 15,461 8,419 15,461 8,419
25,678 17,425 25,678 17,425
Right-of-use assets
Land 7,565 7,903 7,565 7,903
Cars 513 1,051 513 1,051
Equipment 17,092 7414 17,092 7414
25,169 16,367 25,169 16,367

Additions to the right-of-use assets during the 2020 financial year were TDKK 23,956 (2019: TDKK 12,782)
for the Group and TDKK 23,956 (2019: TDKK 12,782) for the parent company, respectively.

The statement of profit or loss show the following amounts relating to leases:

GROUP PARENT
TDKK 2020 2019 2020 2019
Depreciation charge of right-of-use assets
Land 337 337 337 337
Cars 414 318 414 318
Equipment 14,402 6,240 14,402 6,240
15,154 6,895 15,154 6,895
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The total cash outflow for leases in 2020 was TDKK 14,452 (2019: TDKK 10,114) for the Group and TDKK
14,452 (2019: TDKK 10,114) for the parent company.

GROUP PARENT
TDKK 2020 2019 2020 2019
Interest expense (included in finance expenses) 917 513 917 513
Expense relating to short-term leases
(included in other operating expenses) 0 162 0 162
917 675 917 675

COVID-19-related rent concessions of TDKK 874 have been recognized within Other Operating Expenses.

NOTE 19
FEE TO THE STATUTORY AUDITORS
GROUP PARENT

TDKK 2020 2019 2020 2019
Statutory audit 772 457 772 457
Other assurance services 0 448 0 448
Tax and VAT advisory services 1,772 737 1,772 737
Other services 2,672 1,393 2,672 1,393
Total fees to PwC 5,216 3,034 5,216 3,034

NOTE 20

DERIVATIVE FINANCIAL INSTRUMENTS

As part of its asset and liability management, the Group uses derivatives for hedging purposes in order to
reduce its exposure to market risks.

The group has entered foreign exchange options and forwards used to hedge currency risk on contracted
long-term revenue, fuel consumption and committed purchase of vessels.

Information about the group’s exposure to financial risk is provided in note 25.

GROUP PARENT
TDKK 2020 2019 2020 2019
Reclassified from other comprehensive income
Gains/losses arising on currency forward contracts
(cash flow hedges) reclassified to revenue/other
operating expenses during the year 5,675 -491 5,675 -491
5,675 -491 5,675 -491

NOTE 21

RELATED PARTIES

The Company and its parent company ERRV ApS are included in the consolidated financial statements for
ERRV Holdings ApS, Hammerengsgade 1, 2nd floor, 1267 Copenhagen K, Denmark.

Interest in subsidiaries and joint ventures are set out in note 27.

The ultimate controlling party is ERRV Luxembourg Holdings S.a.r.l., Luxembourg.
The disclosure of “Key management compensation” is presented in note 5.

The following transactions were carried through with related parties:

PARENT
TDKK 2020 2019
Transactions with subsidiaries
Sales of goods 225,146 269,264
Transactions with joint ventures
Sales of goods 0 401

225,146 269,665
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NOTE 21- CONTINUED NOTE 22
The following balances arising from sales/purchases of goods and services are outstanding at the end of the The group has interest in a number of individually immaterial joint ventures that are accounted for using the
period in relation to transactions with related parties: equity method.
GROUP PARENT
TDKK 2020 2019 2020 2019 GROUP PARENT
TDKK 2020 2019 2020 2019
Receivables from subsidiaries 0 0 32,920 45,920
Summarised balance sheet
Loans to related parties Aggregated carrying amount of
Loans to ERRV ApS and ERRV Holding ApS individually immaterial associates 0 6 0 6
(parent company)
Beginning of the period 3,621 2,473 3,621 2,473 Aggregate amounts of the group’s share of
Loans advanced 750 1,086 750 1,086 Loss from continuing operations 7 19 7 19
Interest charged 82 62 82 62 Total comprehensive income 7 19 7 19
End of year 4,453 3,621 4,453 3,621
No further information is disclosed due to the materiality of the investment.
Loans to subsidiaries
Beginning of the period 0 0 171 6,259
Loans repayments received 0 0 14 6,207 NOTE 23
Interest charged 0 0 33 47
End of year o N co B CONTINGENT LIABILITIES
Loans from subsidiaries Litigation
Beginning of the period 0 0 2,362 2,483 None
Loans repayments 0 0 315 167
GROUP PARENT
Interest charged 0 0 33 47
TDKK 2020 2019 2020 2019
End of year 0 0 2,080 2,362

Bank loans secured in vessels

UCLIBEE L IS Bank and other credit institutions - amount secured 2,309,806 2,258,251 2,309,806 2,258,251

Receivables from the Group companies primarily arises from ordinary operations and are in general repaid in ) ) )
full on a monthly basis. The receivables do not thus carry any interest. Loans to the parent company and to Carrying amount of vessels provided as security 3,502,391 3,538,157 3,502,391 3,538,157

and from subsidiaries carry an interest of 2% and the loans are expected to be settled in cash.
Other contingent liabilities
Since 17 September 2015 ESVAGT A/S is part of national joint taxation in Denmark with ERRV Holding ApS
and is jointly liable with other Danish companies owned by ERRV Holding ApS.
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GROUP PARENT

TDKK 2020 2019 2020 2019
Change in working capital
Change in inventories 8,219 -258 8,219 -258
Change in trade receivables and receiv. from parent 47,208 -18,739 34,334 -26,830
Change in other receivables and prepayments -7,247 1,718 -6,893 31,147
Change in trade payables, excl. payables
related to fixed assets -39,410 23,038 -39,410 23,038
Change in other payables -24,426 9,132 -24,440 9,405
Change in received prepayments 1,314 -2,137 1,314 -2,137
Exchange gains and losses on working capital 1,890 693 2,181 590

-12,453 13,447 -24,696 34,954
Changes in liabilities arising from financing activities
Bank and credit institutions at 1 January 2,232,493 2,224,652 2,232,493 2,224,652
Proceeds from loans from credit institutions 60,000 0 60,000 0
Amortized loan cost 7,827 7,174 7,827 7,174
Foreign currency -8,445 667 -8,445 667
Bank and credit institutions at 31 December 2,291,875 2,232,493 2,291,875 2,232,493
Lease liabilities at 1 January 17,425 5,969 17,425 5,969
Recognized on adoption of IFRS 16 0 8,787 0 8,787
Repayment of leases -14,452 -10,114 -14,452 -10,114
New leases 23,956 12,782 23,956 12,782
Adjustment of initial recognition -1,251 0 -1,251 0
Lease liabilities at 31 December 25,678 17,425 25,678 17,425
Financing liabilities at 31 December 2,317,553 2,249,918 2,317,553 2,249,918
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NOTE 25

FINANCIAL RISK MANAGEMENT

Financial risk factors

The Financial risks of the group are managed centrally. The overall risk management guidelines and policies
have been approved by the Board of Directors. Group Finance/Treasury department identifies and evaluates
exposures in close co-operation with the group’s operating units. The board provides written principles for
overall risk management.

Market Risk

Foreign exchange risk

The revenue is mainly denominated in other currencies than DKK, mainly EUR, GBP and NOK. Part of these
transactions is hedged according to the Group policy. Increases or decreases in the exchange rate of GBP and
NOK against the functional currency, can affect the group’s results and cash position negatively or positively.

The cost of goods sold, and operating expenses are mainly incurred in DKK. The Group has transactions in
other currencies, mainly EUR, but the foreign exchange risks related to this are not considered material, due
to fixed exchange rate policy in Denmark against EUR. Increases or decreases in the exchange rate of such for-
eign against the functional currency, can affect the group’s results and cash position negatively or positively.

Exposure
The group’s exposure to foreign currency risk at the end of the reporting period, expressed in currency units,
was as follows:

GROUP

TEUR TGBP TNOK TUSD

2020
Trade receivables 3,384 2,797 10,675 559
Cash and cash equivalents 7,333 3,096 210,943 5,770
Bank loans -277,800 0 0 0
Trade payables -1,167 -77 -2,904 -1,288
-268,250 5,817 218,714 5,041

2019
Trade receivables 5,710 21 21,096 317
Cash and cash equivalents 3,204 393 123,507 1,109
Bank loans -277,800 0 0 0
Trade payables -2,486 -253 -5,126 -2,454
-271,372 160 139,476 -1,028
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NOTE 25 - CONTINUED

FINANCIAL RISK MANAGEMENT

PARENT 2020 2019
TEUR TGBP TNOK TUSD Impact on Impact on
Impacton Other Com- Impacton Other Com-
2020 Post Tax ponents Post Tax ponents
TDKK Profit  of Equity Profit  of Equity
Trade receivables 3,223 15 10,675 472
Cash and cash equivalents 6,589 1,745 210,636 5,399 G
roup
B -277,800 0 0 0 GBP/DKK exchange rate - increase 10% 4,792 4792 141 141
Trade payables 1,167 77 -2,904 1,288 NOK/DKK exchange rate - increase 10% 15,426 15,426 10,582 10,582
-269,155 1,684 218,408 4,583 USD/DKK exchange rate — increase 10% 3,054 3,054 -686 -686
2019 Parent
Trade receivables S 2l 2 A0 GBP/DKK exchange rate — increase 10% 1,387 1,387 141 141
GaneteleeEn Ee el s i SRS e/ Eece NOK/DKK exchange rate - increase 10% 15,404 15,404 10,582 10,582
Bl e Y 2 g g USD/DKK exchange rate - increase 10% 2,776 2,776 677 677
Trade payables -2,363 -253 -5,126 -2,237
-271,506 160 139,476 -1,014
2020 2019
Interest rate risk Impact on Impact on

The group’s interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose
the group to cash flow interest rate risk. Borrowings issued at fixed rates expose the group to fair value inter-
est risk. Group policy is always to ensure that a minimum of 75 percent of total outstanding debt is fixed rate TDKK

Impacton Other Com-
Post Tax ponents
Profit  of Equity

Impacton Other Com-
Post Tax ponents
Profit  of Equity

or effectively bears a fixed rate pursuant to a hedging agreement. The Group is compliant with the policy at
31 December 2020.
Group

Sensitivity analysis Interest rates — increase by 100 basis points
Profit or loss is sensitive to higher/lower interest from borrowings and fair value changes of interest rate
derivatives as a result of changes in interest rates. The sensitivity analysis is based on financial instruments
recognized at the balance sheet date. Effects from hedging is not included in these calculations and sensitiv-
ity figures. Parent

Interest rates — increase by 100 basis points

Interest rates — decrease by 100 basis points

Interest rates — decrease by 100 basis points

-5,631
5,631

-5,631
5,631

-5,044
5,044

-5,044
5,044

The calculation is based on an increase in both short- and long-term interest. All other variables are held

constant.
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NOTE 25 - CONTINUED

FINANCIAL RISK MANAGEMENT

Credit risk

Credit risk is managed on group basis, except for credit risk relating to account receivable balances. Each
local entity is responsible for managing and analyzing the credit risk for each of their new clients before
standard payment and delivery terms and conditions are offered.

Credit risk arises from cash and cash equivalents and deposits with banks and financial institutions, as well
as credit exposures to customers, including outstanding receivables. For banks and financial institutions,
only independently rated parties with a minimum rating of ‘BBB-" are accepted, For customers individual risk
limits are set based on internal or external ratings in accordance with limits set by the board. The utilization
of credit limits is regularly monitored.

The maximum exposure corresponds to the carrying amount of receivables and cash.

Liquidity Risk

Cash flow forecasting is performed by group finance. Group finance monitors rolling forecasts of the groups
liquidity requirements to ensure it has sufficient cash to meet operational needs. Such forecasting takes into
consideration the groups debt financing plans and compliance with loan documentation. The group has
undrawn borrowing facilities of TDKK 490,000 that may be available for future operating activities (TDKK
150,000) and Capex investments (TDKK 340,000). The borrowing facilities is part of the current bank facilities
attached to the same covenants as mentioned in note 17.

The tables below analyses the group’s derivatives and non-derivative financial liabilities into relevant maturi-
ty groupings based on the remaining period at the balance sheet date to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted cash flows.
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GROUP
Less than 1 1-5 >5
TDKK year years years Total
Non-derivatives
At 31.12.2019
Credit institutions 89,914 2,120,389 389,582 2,599,886
Lease liabilities (Finance lease) 9,006 8,419 0 17,425
Trade payables 79,991 0 0 79,991
Other payables 79,114 0 0 79,114
258,025 2,128,809 389,582 2,776,416
At 31.12.2020
Credit institutions 89,063 2,367,849 194,404 2,651,315
Lease liabilities 10,217 15,461 0 25,678
Trade payables 36,958 0 0 36,958
Other payables 57,569 0 0 57,569
193,808 2,383,309 194,404 2,771,521
Derivatives
At31.12.2019
Foreign exchange options / forwards used
to hedge currency risk 3,864 5,373 9,237
3,864 5,373 9,237
At 31.12.2020
Foreign exchange options / forwards used
to hedge currency risk 18,834 5,006 23,840
18,834 5,006 0 23,840




NOTE 25 - CONTINUED

FINANCIAL RISK MANAGEMENT

Fair value

Financial instruments measured at fair value can be divided into three levels:

Level 1 — Quoted prices in active markets for identical assets or liabilities

Level 2 - Inputs other than quoted prices included in level 1 that are observable for the asset or liability
Level 3 - Input for the asset or liability that are not based on observable market data.

The fair value of bank borrowings does not differ significantly from the carrying amount. The fair value of
derivatives is calculated on level 2 in the fair value hierarchy using direct quotes.

Fair value measurements at 31 December 2020

GROUP PARENT
TDKK 2020 2019 2020 2019
Significant other observable inputs (Level 2)
Forwards used to hedge currency risk 23,840 1,509 23,840 9,237
23,840 1,509 23,840 9,237

Measurement of derivatives

The valuation techniques used to measure derivatives include:

« the fair value of forward foreign exchange contracts is determined using forward exchange rates at the
balance sheet date

Derivatives are only used for economic hedging purposes and not as speculative investments. However, where
derivatives do not meet the hedge accounting criteria, they are classified as‘held for trading’ for accounting
purposes and are accounted for at fair value through profit or loss. They are presented as current assets or liabil-
ities to the extent they are expected to be settled within 12 months after the end of the reporting period.

Hedge effectiveness is determined at the inception of the hedge relationship, and through periodic prospec-
tive effectiveness assessments to ensure that an economic relationship exists between the hedged item and
hedging instrument.

For hedges of foreign currency purchases, the group enters hedge relationships where the critical terms of
the hedging instrument match exactly with the terms of the hedged item. The group therefore performs a
qualitative assessment of effectiveness.

In hedges of foreign currency purchases, ineffectiveness may arise if the timing of the forecast transaction
changes from what was originally estimated, or if there are changes in the credit risk of ESVAGT or the deriva-
tive counterparty and as differences between the spot rate and the forward rate of a contract.
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The group uses foreign currency forwards to hedge its exposure to foreign currency risk. Under the group’s
policy the critical terms of the forwards must align with the hedged items.

The group designates the forward rate of foreign currency forwards in hedge relationships. The intrinsic
value of foreign currency is determined with reference to the relevant spot market exchange rate.

The group operates internationally and is exposed to foreign exchange risk, primarily the NOK, GBP and USD.
Foreign exchange risk arises from future commercial transactions denominated in currencies that are not
DKK or EUR. The risk is measured through forecasts of highly probable expenditures in NOK, GBP and USD.
The risk is hedged with the objective of minimizing the volatility of currency cost of highly probable revenue
and purchases of property, plant and equipment.

The group treasury’s risk management policy is to hedge up to 80% of forecast income and expenses in
currencies other than DKK and EUR up to two years in advance.

The effects of the foreign currency related hedging instruments on the group’s financial position and perfor-
mance are as follows:

GROUP
NOK GBP usD
Foreign currency forwards as at 31 December 2019
Carrying amount in TDKK -9,816 -4,303 4,668
Notional amount 439,399 252,378 147,856
Maturity date jan/2020 jan/2020 jan/2020
jan/2021 dec/2021 sep/2021
Weighted average hedged rate for the year (incl. forward points) 76.44 841.77 634.95
Foreign currency forwards as at 31 December 2020
Carrying amount in TDKK -16,680 -989 -6,144
Notional amount 340,454 226,764 117,914
Maturity date jan/2021 feb/2021 jan/2021
dec/2022  dec/2022  dec/2022
Weighted average hedged rate for the year (incl. forward points) 72.86 816.28 633.95
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NOTE 26

EVENTS AFTER THE BALANCE SHEET DATE

Subsequent to the balance sheet date, no events that could significantly affect the financial statements as of
31 December 2020 have occurred.

NOTE 27

Ownership and Voting Place of Business/
Name of Entity: Rights held by ESVAGT Incorporation
Investments in subsidiaries
ESVAGT Holdings Limited 100% Great Britain
ESVAGT UK Limited 100% Great Britain
ESVAGT Norge AS 100% Norway
P/F ESVAGT-THOR 51% Faroe Islands
Investments in Joint Ventures
EWPL Ocean ApS 50% Denmark
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SAGT

SAFETY & SUPPORT AT SEA

ESVAGT's mission is making the sea a safe place to work for both
our customers and our crew. Safety always comes first and as the
saying goes at ESVAGT: Do it safely or not at all.

..
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DK-6700 Esbjerg
Registration No. 60 69 88 13




