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Profit before tax and impairment loss totalled usD 1 million in 
line with expectations. after an extraordinary impairment loss 
of usD 20 million relating to the company’s 50% stake in fR8, 
profit before tax amounted to usD -19 million.

In the first half of 2009, freight rates for ToRM’s product tank-
ers plummeted to historical lows as a result of the declining 
global oil consumption. on the upside, a more effective vessel 
capacity utilisation meant that the company’s earnings 
exceeded general market levels. In the second half of the year, 
the bulk market showed signs of recovery. However, this mar-
ket became progressively less important for ToRM over the 
year as the company sold four of its six bulk carriers during 
the year. Despite the fact that the short-term outlook for the 
product tanker market remains difficult, ToRM maintains its 
long-term strategic focus on and belief in this segment.

In 2008, ToRM initiated an extensive process as part of the 
company’s strategy to improve efficiency and competitive posi-
tion. The focus was aimed at work and delivery processes as 
well as the global fleet management set-up. This included cen-
tralisation of global back-office routines, IT functions and pro-
curement. further, the company's global organisation for crew 
planning, vessel management and maintenance were restruc-
tured and simplified with significant cost improvements. as a 
consequence of the efficiency programme, ToRM unfortunately 
had to dismiss approximately 10% of the land-based employ-
ees. The programme will continue going forward. for 2010, 
costs will be reduced by approximately usD 50 million com-
pared to 2008.

at the end of 2009 and the beginning of 2010, ToRM signed 
agreements with chinese banks and export credit agencies to 
finance 12 new MR vessels at a total of usD 337 million. 

The agreements were entered into on market terms and with a  
covenant structure corresponding to the company’s existing 
loan agreements. These agreements support ToRM’s long-
term fleet development plans and reflect our strong long-term 
relations with chinese partners. with these agreements, 
ToRM’s unutilised credit facilities and cash available totalled 
usD 700 million at 1 february 2010. The remaining invest-
ments relating to the order book amounted to usD 455 million 
at 31 December 2009.

ToRM is well prepared for the continued challenging market 
conditions. The company has a sound financial position and 
has significantly enhanced efficiency of the organisational 
structure. ToRM's position is therefore further improved to 
participate in a future consolidation of the product tanker 
market.

corporate social responsibility (csR) is an integral part of 
ToRM’s business, our day-to-day operations, our staff policy 
and our relations with the surrounding community. To docu-
ment ToRM’s csR ambition, a strategy was adopted in 2009. 
also, ToRM became the first Danish shipping company to sub-
scribe to the un Global compact encompassing a number of 
basic principles on human and employee rights, anti-corrup-
tion and environmental protection.  

ToRM acknowledges its responsibility for reducing the ship-
ping industry’s contribution to global warming as well as the 
economic benefits from a number of ambitious, yet realistic 
targets for reducing the company's co2 emissions. ToRM's 
goal for 2020 is a 20% reduction of co2 emissions per vessel 
relative to 2008 levels and a 25% cut in co2 emissions per 
employee at our offices around the world.

 inTROducTiOn 
The result for 2009 is in line with the expectation of a break-even result. 
leverage of the pool concept increased utilisation of the fleet resulting in 
earnings above market levels during the year. In combination with a fully 
funded order book and the continued implementation of ToRM’s efficiency 
programme, the company has improved its competitive position. 
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These targets were announced in ToRM’s environmental Report 
2008, which was awarded the best co2 reporting at the annual 
financial reporting awards presented by the Danish newspaper 
børsen in 2009. furthermore, ToRM received bP's environmen-
tal achievement award in 2009. The importance of the compa-
ny’s csR work is heightened by the fact that customers are 
increasingly demanding responsibility, environmental protection 
and safety. csR commitment will therefore be one of the drivers 
for future cost-reduction efforts and earnings potential.

Piracy remained a major threat in 2009 to the safety and peace 
of mind of the seafarers passing through the Gulf of aden and 
off the coast of somalia and Kenya. ToRM does everything in 
its power to avoid pirate attacks and we have not experienced 
any hijackings to date. extensive security instructions have 
been implemented for vessels sailing in the area, and these 
are regularly updated according to the situation. Meanwhile, 
ToRM continues, in collaboration with the Danish shipowners’ 
association, Intertanko and the IMo, to seek a long-term polit-
ical solution to the problem.

considering, the development in 2009 and the outlook for 
another challenging year in 2010 the board of Directors pro-
poses not to pay out dividends for the financial year 2009.

on 1 april 2010, jacob Meldgaard will replace Mikael skov as 
ceo. In connection with this, Mikael skov has decided to leave
ToRM after 25 years’ employment to seek new challenges out-
side the company. we thank Mikael skov for his excellent and 
valued cooperation in ToRM and great efforts during the past 
25 years where he has been part of developing the company 
into what it is today.

2010 will be another exciting year for ToRM. The economic 
 crisis is not yet over, and it is difficult to predict when market 

trends will turn around conclusively. The board of  Directors 
and the new executive Management, ceo jacob Meldgaard 
and cfo Roland M. andersen, will together with the entire 
ToRM organisation, have to steer ToRM through a market that 
remains difficult while also further developing the company's 
strategy. ToRM’s  long-term ambition remains unchanged to 
consolidate the company’s position as the leading product 
tanker operator in the world.

at 31 December 2009, approximately 36% of the earning days 
for 2010 were covered. 

for the full year 2010, the forecasted loss before tax is usD 
15-60 million.

The board of Directors and Management would like to thank 
all employees on land and at sea for their great efforts in a dif-
ficult year. your efforts and commitment to ToRM’s strategy 
and fundamental values are essential for us to achieve our 
goals.

ToRM would also like to thank our approximately 17,000 
shareholders and all other stakeholders for their great sup-
port and the interest they have taken in the company.

n. e. nielsen
chairman of the board

The Board of Directors and Management would like to thank all employees on land  
and at sea for their great efforts in a difficult year.  Chairman of the Board, N. E. Nielsen
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 fIve yeaRs Key fIGuRes 

USD million

incOmE sTATEmEnT 2009 2008 2007 2006 2005

Revenue 862 1,184 774 604 586
Time charter equivalent earnings (Tce) 633 906 604 454 464
Gross profit 243 538 334 270 315
ebITDa 203 572 288 301 351
operating profit (ebIT) 50 446 199 242 303
financial items -69 -86 605 -1 -4
Profit/(loss) before tax -19 360 804 241 299
net profit for the year -17 361 792 235 299
net profit for the year excl. impairment loss 3 361 792 235 299

bAlAncE sHEET

non-current assets 2,944 2,913 2,703 1,970 1,528
Total assets 3,227 3,317 2,959 2,089 1,810
equity 1,247 1,279 1,081 1,281 905
Total liabilities 1,981 2,038 1,878 808 905
Invested capital 2,926 2,822 2,618 1,300 1,176
net interest bearing debt 1,683 1,550 1,548 663 632
cash and cash equivalents 122 168 105 32 157

cAsH flOW

from operating activities 116 385 188 232 261
from investing activities, -199 -262 -357 -118 -473
    thereof investment in tangible fixed assets -289 -378 -252 -246 -636
from financing activities 37 -59 242 -239 303
Total net cash flow -46 63 73 -125 91

KEY finAnciAl fiGuREs *)

Gross margins:
    Tce 73.4% 76.5% 78.0% 75.2% 79.2%
    Gross profit 28.2% 45.4% 43.2% 44.7% 53.8%
    ebITDa 23.5% 48.3% 37.2% 49.8% 59.9%
    operating profit 5.8% 37.7% 25.7% 40.1% 51.7%
Return on equity (Roe) -1.3% 30.6% 67.1% 21.5% 36.9%
Return on Invested capital (RoIc) **) 1.7% 16.4% 10.2% 19.5% 33.8%
equity ratio 38.6% 38.6% 36.5% 61.3% 50.0%
exchange rate usD/DKK, end of period 5.19 5.28 5.08 5.66 6.32
exchange rate usD/DKK, average 5.36 5.09 5.44 5.95 6.00

sHARE RElATEd KEY fiGuREs *)

earnings per share, ePs (usD) -0.3 5.2 11.4 3.4 4.3
Diluted earnings per share, ePs (usD) -0.3 5.2 11.4 3.4 4.3
cash flow per share, cfPs (usD) 1.7 5.6 2.7 3.3 3.7
Proposed dividend per share (usD) ***) 0.00 0.76 0.89 1.02 1.82
Proposed dividend per share (DKK) 0.00 4.00 4.50 5.75 11.50
extraordinary dividend per share (DKK) 0.00 4.50 27.50 0.00 0.00
share price in DKK, end of period (per share of DKK 5 each) 50.7 55.5 178.2 186.0 152.6
number of shares, end of period (million) 72.8 72.8 72.8 72.8 72.8
number of shares (excl. treasury shares), average (million) 69.2 69.2 69.2 69.4 69.7

*)     Key figures are calculated in accordance with the recommendations from the Danish society of financial analysts. The comparative figures 
are restated to reflect the change in the denomination of the company's shares from DKK 10 per share to DKK 5 in May 2007.  
   

**)   Return on Invested capital. Defined as: operating profit divided by average Invested capital, defined as average of beginning and ending  
balances of (equity plus net interest bearing debt less non-operating assets).   
   

***) Proposed dividend per share has been translated into usD by using the usD/DKK exchange rate at year end for the year in question.
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 2009 
 HiGHliGHTs 
ToRM posted a 2009 result in line with break-even expectations. High fleet utilisa-
tion yielding above market earnings during the year combined with substantial cost 
reductions contributed positively to earnings. In combination with a fully funded order 
book the company has improved its competitive position further under difficult market 
conditions. 

 Profit before tax and extraordinary impairment loss •	
totalled usD 1 million which is in line with expectations. 
after an extraordinary impairment write-down of usD 20 
million relating to the company’s 50% stake in fR8, loss 
before tax amounted to usD 19 million. 

 
 In 2009, the Tanker Division’s earnings were negatively •	
impacted by the global recession and the resulting decline 
in global oil consumption as well as the influx of a high 
number of new vessels. effective utilisation of ToRM's 
fleet in the second half secured earnings above the gener-
al market average.

 The sale and delivery of four bulk carriers affected profit •	
before tax positively by usD 33 million. The sale of two 
bulk carriers in november 2009 at a total profit of usD 18 
million will be taken to income in the first quarter of 2010 
upon delivery of the vessels.

 ToRM’s efficiency programme "Greater efficiency Power" •	
will in 2010, in line with projections, reduce vessel operat-
ing costs by some 15% per vessel and administrative 
expenses by some 20% compared to 2008. annual cost 
savings will materialise in the range of usD 50 million.

In December 2009, ToRM signed an agreement to finance •	
six of the company’s MR newbuildings in the amount of 
usD 167 million. The vessels are planned for delivery 
between 2010 and 2012. after the balance sheet date, 
ToRM signed an additional agreement on 1 february 2010 
to finance six other MR newbuildings in the amount of 
usD 170 million. ToRM’s cash and unutilised loan facili-
ties hereafter amounted to usD 700 million.

 Remaining installments relating to ToRM’s order book as •	
of 31 December 2009 amounted to usD 455 million, which 
is fully funded.

 as of 31 December 2009, equity amounted to usD 1,247 •	
million (DKK 6,472 million), corresponding to usD 18 per 
share (DKK 93) excluding treasury shares, giving ToRM an 
equity ratio of 38.6%.

 ToRM calculates the long-term earnings potential of its •	
fleet based on discounted expected future cash flows in 
accordance with IfRs. The calculated value of the fleet as 
of 31 December 2009 supports book values. 

 In 2009, ToRM strengthened the company’s csR strategy •	
and defined ambitious goals for reduction of co2 emis-
sions going forward. The company signed the un Global 
compact during 2009 and a global csR organisation has 
been established.

 as of 31 December 2009, 31% of the earning days in the •	
Tanker Division for 2010 had been covered at a rate of 
usD/day 18,989 and 71% of the earning days in the bulk 
Division at a rate of usD/day 18,100.

 as of 1 april 2010, jacob Meldgaard will take over the •	
position as ceo, as previously announced.

 for the full year 2010, ToRM forecasts a loss before tax of •	
usD 15-60 million. The outlook is subject to considerable 
uncertainty. 

 The board of Directors recommends, subject to approval •	
at the annual General Meeting, that no dividend will be 
distributed for the year 2009.
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In 2009, ToRM implemented the efficiency improvement pro-
gramme Greater efficiency Power, which in 2010 is expected 
to reduce average operating costs per ship day by approxi-
mately 15% relative to 2008. The programme is also expected 
to reduce administrative expenses by approximately 20% rela-
tive to 2008. The efficiency improvement programme is expect-
ed to produce annual cost savings of approximately usD 50 
million as from 2010 compared to 2008.

for 2010, ToRM expects a loss before tax of usD 15-60 mil-
lion. ToRM’s financial result is primarily dependent on the  
balance between supply and demand for product tankers and 
bulk carriers. The expectations include the profit of usD 18 
million from the sale of the two Panamax vessels announced 
in 2009, with expected delivery in the first quarter of 2010.

The following factors will have the greatest impact on ToRM’s 
earnings in 2010: 

Development in the global economy.•	
 Potential financial difficulties of major business partners.•	
 oil trader activity and the development in ton/miles.•	
 consumption of refined oil products.•	
 Transport of commodities, mainly to china and in particu-•	
lar iron ore, coal and to some extent grain.
 addition of vessels, phase-out of single hulls and scrap-•	
ping of  vessels.
 Global newbuilding order book delays. •	
 one-off events such as strikes, political instability in the •	
oil exporting countries, weather conditions, breakdown of 
refineries, etc. 

The outlook for 2010 is subject to uncertainty, as only 36% of 
the earning days for 2010 were fixed as of 31 December 2009. 

In accordance with ToRM’s strategy, the coverage for the bulk 
Division is substantially higher than for the Tanker Division. 
This difference stems from the fact that it is a significant ele-
ment in the company's strategy for the pool concept to be 
present in and take advantage of the volatility in the spot  
market for product tankers, whereas for bulk carriers the 
strategy is to seek long-term coverage.

as of 31 December 2009, 31% of the earning days in the 
 Tanker Division had been covered for 2010 at an average rate 
of usD/day 18,989 against 41% at an average of usD/day 
22,586 at the same time in 2008.

as of 31 December 2009, 71% of the earning days in the bulk 
Division had been covered for 2010 at an average rate of usD/
day 18,100 against 27% at an average of usD/day 46,200 at the 
same time in 2008.

as of 31 December 2009, the interest-bearing debt totalled 
usD 1,781 million, of which 48% had been covered at an aver-
age interest rate of 3.5% including the margin.

 OuTlOOK
 foR 2010 
for 2010, ToRM expects a loss before tax of usD 15-60 million. ToRM’s 
financial result is primarily dependent on the balance between supply and 
demand for product tankers and bulk carriers.  
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The table below illustrates the effect that variations in the 
 expected freight rates for product tankers and bulk carriers 
respectively will have on the profit before tax for 2010. a 
change in freight rates of usD/day 1,000 impacts profit before 
tax by usD 24 million. The estimate is based on the fact that 
64% of the  earning days in 2010, equal to 24,028 days, were 
unfixed at 31 December 2009.

nET PROfiT sEnsiTiviTY TO cHAnGE in fREiGHT RATEs

change in freight rates (usD/day)  
usD million -2,000 -1,000 1,000 2,000

lR2  -7  -3  3  7 
lR1  -11  -6  6  11 
MR  -23  -11  11  23 

sR  -4  -2  2  4 

Tanker Division  -45  -23  23  45 

bulk Division  -3  -1  1  3 

TOTAl  -48  -24  24  48 

safe haBour sTaTeMenT - forwarD 
looking sTaTeMenTs

Matters discussed in this release may constitute forward-look-
ing statements. forward-looking statements reflect our current 
views with respect to future events and financial performance 
and may include statements concerning plans, objectives, goals, 
strategies, future events or performance, and underlying as-
sumptions and other statements, which are other than state-
ments of historical facts. 
 
The forward-looking statements in this release are based upon 
various assumptions, many of which are based, in turn, upon 
further assumptions, including without limitation, Manage-
ment’s  
examination of historical operating trends, data contained in our 
records and other data available from third parties. 

although TorM believes that these assumptions were reasona-
ble when made, because these assumptions are inherently sub-
ject to significant uncertainties and contingencies which are dif-
ficult or impossible to predict and are beyond our control, TorM 
cannot assure you that it will achieve or accomplish these ex-
pectations, beliefs or projections. 

important factors that, in our view, could cause actual results to 
differ materially from those discussed in the forward-looking 
statements include the strength of world economies and curren-
cies, changes in charter hire rates and vessel values, changes in 
demand for “tonne miles” of crude oil carried by oil tankers, the 
effect of changes in oPeC’s petroleum production levels and 
worldwide oil consumption and storage, changes in demand that 
may affect attitudes of time charterers to scheduled and un-
scheduled dry-docking, changes in TorM’s operating expenses, 
including bunker prices, dry-docking and insurance costs, 
changes in governmental rules and regulations including re-
quirements for double hull tankers or actions taken by regula-
tory authorities, potential liability from pending or future litiga-
tion, domestic and international political conditions, potential 
disruption of shipping routes due to accidents and political 
events or acts by terrorists. 

risks and uncertainties are further described in reports filed by 
TorM with the us securities and exchange Commission, inclu-
ding the TorM annual report on form 20-f and its reports on 
form 6-k. see page 38 in the annual report.
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 OuTlOOK
TanKeR DIvIsIon 
ToRM expects spot rates for product tankers in 2010 to remain highly 
volatile, but on average in line with 2009 spot rates. 

as 2009, 2010 will be a difficult year, with a relatively low oil 
demand and a high influx of newbuildings putting rates under 
pressure. The scrapping of existing tonnage, phase-out of  
single hulls and the possible postponement of newbuildings 
may, on the other hand, have a positive effect on rates. freight 
rates are expected to recover gradually over the year, in line 
with the expected pick-up of the global economy and an 
expected increase in global oil consumption.

as in previous years, ToRM does not publish its forecast of 
freight rates, but instead gives the market expectations as of  
1 March 2010.

The following factors are expected to affect the freight rate 
developments in 2010:

TonnaGe suPPly
 The global fleet is expected to grow, measured by the •	
order book, by some 9% in 2010 (source: Inge steensland 
as shipbrokers).
 according to IMo rules, single-hulled vessels must be •	
phased out in 2010. approximately 103 single-hulled  
product tankers, or 5% of the global fleet, are expected to 
be phased out due to this (source: Inge steensland as 
 shipbrokers). 
 The global recession and low freight rates have made it •	
difficult to finance newbuildings. consequently, shipyards 
as well as shipping companies have cancelled and post-
poned newbuilding orders. In ToRM’s assessment, the 
cancellation of newbuildings will reduce the global prod-
uct tanker order book by some 15% over the period 2010-
2012. similarly, slippage of the order book is expected to 
be significant over all years. These estimates are subject 
to considerable uncertainty.

TonnaGe DeManD
 Global oil consumption, which fell by 1.9% in 2009, is •	
expected to grow by 1.3% in 2010 (source: eIa).
 Transport of refined oil products by sea is expected to •	
grow by 2.1% in 2010. by comparison, transport of such 
products declined by 3.0% in 2009 relative to the previous 
year. Total transport of oil by sea (crude and refined oil 
products) dropped by 2.8% in 2009, but is expected to rise 
by 2.6% in 2010 (source: MsI).
 us gasoline consumption is expected to grow by approxi-•	
mately 0.6% in 2010, against zero growth in 2009 (source: 
eIa). 
 The expansion of refinery capacity in the Middle east and •	
India significantly exceeds the immediate increase in con-
sumption in these areas, and as a result an increase in 
exports – and thus transport – of refined oil products is 
expected.
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TcE RATEs in THE fORWARd cOnTRAcT mARKET fOR
THE PROducT TAnKER sEGmEnT As Of 1 mARcH 
2010

2009 2010

USD/day Realised Q1 Q2 Q3 Q4

lR2 18,370 - - - -
lR1 18,284 7,885 8,115 9,494 11,561
MR 15,561 11,376 8,155 7,412 8,320
sR 18,446 - - - -

There is no efficient forward swaP market for lR2 and sR vessels.
source: IMaRex

cOvEREd And cHARTEREd-in dAYs in THE TAnKER divisiOn As Of 31 dEcEmbER 2009

2010 2011 2012 2010 2011 2012

owned days
lR2  4,343  4,343  4,354 
lR1  2,533  2,533  2,539 
MR  13,170  14,627  15,617 
sR  3,982  3,982  3,993 
Total  24,027  25,484  26,504 

T/c in days T/c in costs (usD/day)
lR2  379  -    -    24,456  -    -   
lR1  5,059  4,791  3,959  21,435  22,754  23,956 
MR  3,285  3,619  3,166  16,994  17,394  18,367 
sR  13  -    -    22,500  -    -   
Total  8,736  8,410  7,125  19,898  20,447  21,472 

Total physical days covered days
lR2  4,721  4,343  4,354  1,366  411  43 
lR1  7,592  7,323  6,498  1,951  730  531 
MR  16,455  18,246  18,783  4,976  1,282  317 
sR  3,995  3,982  3,993  1,759  730  10 
Total  32,762  33,893  33,629  10,052  3,153  901 

coverage % coverage rates (usD/day)
lR2 29 9 1  23,996  30,078  32,659 
lR1 26 10 8  18,068  18,582  17,487 
MR 30 7 2  18,897  18,369  15,360 
sR 44 18 0  16,383  15,132  15,132 
Total 31 9 3  18,989  19,195  17,437 

fair value of freight rate contracts that are mark-to-market in the income statement (usD m):
contracts not included above -4,5
contracts included above -0,2

notes
actual number of days can vary from projected number of days, primarily due to vessel sales and delays of vessel deliveries.
T/c in costs do not include potential extra payments from profit split arrangements.
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TcE RATEs in THE fORWARd cOnTRAcT
mARKET fOR bulK sEGmEnT As Of 1 mARcH 2010 2009 2010

      

Tce rates (usD/day) Realised Q1 Q2 Q3 Q4

Panamax 16,099 28,117 27,908 23,190 21,880

source: IMaRex

 OuTlOOK
bulK DIvIsIon 

The bulk market is highly dependent on the global economic growth, and 
china's growth in particular. 

ToRM expects that freight rates for Panamax bulk carriers – 
the type of vessels operated by ToRM - will remain volatile 
with a downwards trend during 2010 due to the significant 
number of newbuildings being delivered. at the beginning of 
2009, the Panamax rates stood at usD/day 4,300 whereas they 
ended at usD/day 28,600 at year end. The future rate develop-
ment will depend on a continued strong chinese demand for 
iron ore and coal as the demand from other parts of the world, 
 especially the usa, has been weak since the beginning of the 
financial downturn. The significant number of newbuildings is 
expected to have an adverse effect on the rates. 

as in previous years, ToRM does not publish its forecast of 
freight rates, but instead gives the market expectations as of  
1 March 2010.

ToRM makes careful risk assessments of potential  customers’ 
ability to meet their contractual obligations.  subject to specific 
credit assessments and the state of the freight market in  
general, ToRM maintains its strategy of hedging a significant 
part of its exposure by chartering out vessels on long-term 
contracts of typically one to two years’ duration.

cOvEREd And cHARTEREd-in dAYs
in THE bulK divisiOn As Of 31 dEcEmbER 2009 2010 2011 2012 2010 2011 2012

owned days
Total  841  1,421  1,454 

T/c in days T/c in costs (usD/day)
Total  3,702  3,582  4,227  15,301  15,425  15,848 

Total physical days covered days
Total  4,543 5,003  5,681  3,225  446  -   

coverage % coverage rates (usD/day)
Total 71 9 0  18,100  14,330  -   

notes
actual number of days can vary from projected number of days primarily due to vessel sales and delays of vessel deliveries.
T/c in costs do not include potential extra payments from profit split arrangements.
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 TAnKER 
DIvIsIon 

In 2009, the Tanker Division’s earnings were negatively impacted by the  
global recession and the resulting decline in oil consumption as well as a 
high number of newbuildings. effective utilisation of ToRM's fleet in the 
second half secured earnings above the general market average.  

In 2009, the global economy was still impacted by a severe 
recession and, as a consequence, oil consumption declined 
globally. This in combination with a historic surge in the 
number of product tanker newbuildings resulted in an excess 
of tonnage, causing average freight rates to drop dramatically. 

on average, 2009 freight rates were 60% below the rates in 
2008. The earnings of the company’s product tankers were 
therefore significantly below what was expected at the begin-
ning of the year. The operating profit for the year was usD 11 
million, which is not satisfactory.

The low rates in combination with expectations of increasing 
oil prices made it financially viable to use crude oil tankers 
and product tankers as floating storage facilities. This is  
estimated to have impacted freight rates positively as a total  
of 82 lR1 and lR2 product tankers were used as floating  
storage facilities at the end of 2009, equalling 17% of the  
global lR1 and lR2 fleet. 

In accordance with normal seasonal fluctuations, freight rates 
were relatively high at the end of 2008, but whereas rates  
normally do not decline until the end of the first and into the 
second quarter in line with a seasonal decline in oil consump-
tion, in 2009 rates fell to historically low levels already at the 
beginning of the first quarter. 

also in the second quarter, product tanker earnings were 
 significantly lower than expected. In addition to the low oil 
demand, earnings were under pressure from increasing bun-
ker costs and a large number of newbuildings which all 
together kept rates at a very low level throughout the quarter. 

It was not until the end of the third quarter that the rates of 
the large lR1 and lR2 vessels increased as a result of 
increased demand for naphtha in the far east and exports 
from new refineries in India. us demand for gasoline was 
 limited, which meant low earnings for the MR vessels 
throughout the quarter. In this negative market, the MR Pool 
focused on optimising transport patterns and access to con-
tracts of affreightment, which produced earnings above the 
market average. 
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Source: Clarksons
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TAnKERs in 2009
Source: TORM
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 TanKeR DIvIsIon 

TAnKER divisiOn 2008        2009
USD million Total Q1 Q2 Q3 Q4 Total

     
incOmE sTATEmEnT
Revenue 923.2 210.1 172.9 185.3 176.9 745.2
Port expenses, bunkers and commissions -252.2 -56.4 -48.0 -55.1 -54.0 -213.5
freight and bunker derivatives -13.6 -0.9 -7.3 -3.3 -0.5 -12.0
Time charter equivalent earnings 657.4 152.8 117.6 126.9 122.4 519.7
charter hire -133.8 -39.7 -39.8 -42.1 -41.4 -163.0
operating expenses -160.0 -43.4 -41.0 -36.8 -37.8 -159.0
Gross profit/(loss) (net earnings from shipping activities) 363.6 69.7 36.8 48.0 43.2 197.7
Profit/(loss) from sale of vessels 30.6 0.0 0.0 0.0 0.0 0.0
administrative expenses -82.6 -18.0 -20.7 -16.6 -16.4 -71.7
other operating income 14.4 2.4 2.4 1.5 1.1 7.4
share of results of jointly controlled entities 8.0 1.2 0.5 0.7 1.1 3.5
EbiTdA 334.0 55.3 19.0 33.6 29.0 136.9
Depreciation and impairment losses -118.7 -29.8 -31.1 -33.7 -31.5 -126.1
Operating profit (EbiT) 215.3 25.5 -12.1 -0.1 -2.5 10.8
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POOl PARTnERs As Of 31 dEcEmbER 2009

POOl mAnAGER lR2 lR1 mR
lR2: a.P. Moller-Maersk/ToRM a.P. Moller-Maersk Difko Rederi ab Gotland
lR1: ToRM Rederi ab Gotland Rederi ab Gotland lGR navigazione
MR: ToRM sanmar shipping ltd. Reederei "noRD" Klaus e. oldendorff Primorsk shipping corporation

ToRM nordic Tankers sanmar shipping ltd.
skagerak Invest ltd. ToRM
ToRM

  
  

The increasing demand primarily for naphtha from the far 
east continued in the fourth quarter. This kept lR1 and lR2 
rates at acceptable levels, while the continued low demand for 
oil products in the western Hemisphere and a large addition of 
new tonnage kept MR rates at a low level throughout the quar-
ter.

In 2009, ToRM took delivery of four new MR product tankers 
from Guangzhou shipyard International (GsI) and one sR prod-
uct tanker from Hyundai Mipo. ToRM did not contract any 
 newbuildings in 2009.  

In 2009, ToRM sold one product tanker in a sale and leaseback 
transaction. 

at year end 2009, ToRM owned 64 product tankers and had 
contracted 11 newbuildings for delivery up to 2012. In addition, 
in 2010 the company has chartered-in 24 product tankers at 
an average of usD/day 19,898. ToRM has purchase options for 
five product tankers.

as a result of the rate decline and the challenging financing 
conditions, the newbuilding market and the market for  
second-hand tankers were very scarce in 2009, and it was  
difficult to obtain prices for either newbuildings or second-
hand tankers. 

Market prices for five-year-old product tankers dropped by 
some 25% on average in 2009.
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 TAnKER divisiOn
suPPly anD DeManD 
In 2010, a significant number of newbuildings from the existing global 
order book is expected to be delivered. The number of deliveries is subject 
to uncertainty as the crisis in the product tanker market has implied that 
many orders for delivery in 2009 have been deferred to 2010. It is similarly 
expected that part of the order book for delivery in 2010 will be cancelled 
or deferred to 2012. 

ToRM assesses that there will be a better balance between 
supply and demand in 2012 than was the case in 2009. How-
ever, this assessment is subject to considerable uncertainties.

ToRM’s supply and demand model is a marginal model 
assessing addition and disposal on the supply and the demand 
side, respectively. In the supply and demand model, additions 
and disposals are translated into MR units to enable compari-
son by adjusting for vessel size.

dEmAnd
The expected demand is based on an expansion of the refinery 
capacity remote from the areas of consumption, increased 
global oil demand, increase in number of port days and arbi-
trage shipping. The total demand is expected to increase by 
439 MR units up to and including 2012.

exPansIon of RefIneRy caPacITy 
The capacity of the world’s oil refineries is expected to 
increase by approximately 8.5 million barrels/day in the period 
2010-2012, which equals a growth of some 10% relative to the 
capacity at the end of 2009, which was approximately 84.6 mil-
lion barrels/day (source: ToRM). 

The expansion of the refinery capacity is primarily explained by 
increasing demand for high-quality oil products with low sul-
phur content, which many older refineries are not capable of 
producing. another factor is that the operation of new refiner-
ies is considerably more economically viable.

few of the new refineries will be located in the major con-
sumption areas such as the usa and europe while the  
major ity are expected to be located in India and the Middle 
east. This will cause the transport requirement to increase up 
to 2012 as only a limited amount of India's and the Middle 
east's production of refined oil products is for domestic con-
sumption. The majority of the production is expected to be 
transported by product tankers, mainly to the usa and europe, 
but also to markets in the local region.  

The expected expansion of refinery capacity corresponds to 
272 MR units.
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It is estimated that demand will grow by 439 vessels from 2010-2012, effectively outgrowing the exepcted net fleet growth of 344 vessels.

dEmAnd And suPPlY 2010-2012
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IncRease In oIl DeManD 
The development of the demand for refined oil products is key 
to the product tanker market. according to energy Inter-
national administration (eIa), the total oil demand in 2009 was 
84.1 million barrels/day. eIa expects this figure to increase to 
85.2 million barrels/day in 2010 and subsequently grow by 
approximately 1% a year up to 2012. 

Global oil consumption is expected to grow by 1.1 million bar-
rels in 2010, equal to 1.3%. 

The expected increase in oil demand absorbs 45 MR units.

nuMbeR of PoRT Days 
operating figures for ToRM’s fleet document that the number 
of port days has increased in the past years. The number of 
waiting days has increased by 5% per year over the past five 
years and now accounts for some 40% of the total duration of 
a voyage. The increase can be explained by the reluctance to 
expand oil terminals in ports sufficiently to match the increase 
in the global product tanker fleet. The increased number of 
waiting days in ports reduces the number of vessels that can 
be operated in the spot market, which is beneficial to the rates 
in this market. Going forward, ToRM expects an annual 
increase in the number of port days of some 3%. 

The expected increase in the number of port days corres ponds 
to 37 MR units.

aRbITRaGe sHIPPInG
arbitrage shipping exploits price differences of refined oil prod-
ucts between loading and discharge port has in recent years 
become increasingly important to the demand for  product 
tankers. In 2009, arbitrage shipping accounted for some 50% of 
ToRM’s product tanker transports. Going forward, ToRM 
expects a 3% annual increase in arbitrage shipping.

The expected increase in arbitrage shipping corresponds to 85 
MR units.

suPPlY
The expected supply is based on the number of product tanker 
newbuildings, cancellations and deferred deliveries of existing 
orders, product tanker transport of crude oil and the phasing 
out of single-hulled product tankers. The overall supply is 
expected to increase by 344 MR units up to and including 2012.

newbuIlDInGs
The existing global product tanker fleet at the end of 2009 
counted a total of 1,435 vessels: 183 lR2 vessels, 286 lR1 ves-
sels and 966 MR vessels (source: Inge steensland as shipbro-
kers). at the end of 2009, the order book of product tankers for 
delivery in 2010-2012 totalled 451 vessels: 70 lR2 vessels, 70 
lR1 vessels and 311 MR vessels.

To compare capacity, the global order book is converted into 
MR units. The order book thus corresponds to some 635 MR 
units.

cancellaTIons
shipyards' activity levels have increased sharply in recent 
years as a result of the very positive development in the ship-
ping market up to 2009. The demand for newbuildings has led 
to major growth in the number of shipyards and an expansion 
of the capacity of existing yards in the major shipbuilding 
nations, particularly china and south Korea. nonetheless, it is 
 assessed that the product tanker fleet’s expansion will be 
 smaller in scale than immediately indicated by the increased 
capacity.

one explanation for this is that several of the new asian ship-
yards are presently not able to build more advanced tonnage 
such as product tankers. Moreover, the global economic 

 TanKeR DIvIsIon 
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downturn has made it difficult to finance newbuildings, result-
ing in shipyards as well as shipping companies cancelling or 
deferring newbuilding orders. In ToRM’s assessment, such 
cancellations of newbuildings will reduce the global product 
tanker order book by some 15% for the period up to 2012. This 
assessment is, however, subject to considerable uncertainty. 

The expected cancellation of newbuilding contracts 
corresponds to some 90 MR units.
 
PRoDucT TanKeR TRansPoRT of cRuDe oIl
approximately a third of the large lR2 product tankers carry 
crude oil, despite the fact that they were constructed as 
 product tankers. The actual effect on the order book of lR2 
vessels will be reduced by approximately a third if this pattern 
continues in the future. Moreover, some 25-30 lR1 product 
tankers are being built to replace older crude oil Panamax 
tankers, which primarily carry fuel oil.

Transport of crude oil by product tankers is expected to absorb 
the equivalent of 108 MR units.

sR voyaGes by MR vessels
It is estimated that a minor part of MR vessels will be 
employed on traditional sR voyages in the future and thus be 
excluded from the MR fleet. sR vessels are not included in the 
model as the segment has a different voyage pattern.

as a result, the fleet supply will be diminished by seven MR units.

PHasInG-ouT of sInGle-HulleD vessels
The global recession, lower freight rates and the IMo regula-
tions on the phasing-out of single-hulled tankers in 2010 will 
imply that the older part of the fleet will be phased out. some 
10% of the existing product tanker fleet is expected to be 
phased out in the period up to 2012.

The phasing-out of single-hulled vessels corresponds to 86 
MR units.

sWinG fAcTORs
a key element to understanding the balance between supply 
and demand in the product tanker market is the many swing 
factors. In 2009, the low freight rates combined with increa-
sing future oil prices meant that a significant part of the fleet 
was used as floating storage facilities. It is estimated that this 
type of oil storage will be gradually phased out during the 
period, but it demonstrates that there are considerable ele-
ments of uncertainty in the assessment of future supply and 
demand for product tankers. weather conditions and changed 
operating speed have previously had a significant influence on 
the balance, too. 

other significant uncertainty factors are related to the order 
book for delivery in 2012, which is not yet complete, including 
 potential changes in transport patterns (including china).
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BallaST lOaD DISCHaRGelaDen
DAY 6 DAY 9
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Freight (income)
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port (cost)

Finish discharge
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loading
TORM "Alice"

chARTeRing 

cASh FlOW

Cleaning of tanks

agent appointment

agent appointment

prepare loading

prepare discharge

Informing customer

Documentation

Informing customer

Freight income

Bunkering Freight invoiceOPeRATiOnS

DAY 1 DAY 26

The graphic below illustrates a typical time line of the activi-
ties taking place in TORM’s offices in Copenhagen, Stamford, 
Mumbai and Singapore respectively in connection with the 
commercial management of the Company's vessels employed 
in the spot market.

TORM’s commercial teams typically consist of charterers, 
operators, bunker and derivative traders as well as controlling 
and administrative functions – all of whom interact to ensure 
the commercial operation of the product tankers. In addition, 
TORM's technical as well as financial and accounting units 
 together with the sale and purchase, insurance, HR and IT 

departments, ensure that the operation of the Company and 
the pools are inter-linked. 

In this hypothetical example, it is illustrated how the various 
commercial functions cooperate. Similarly, it can be seen 
where and when in the process costs are due, where the wait-
ing days arise in connection with ballast, loading and dis-
charge, and where in the process the subsequent revenue lies. 

as shown in each section, there is a wide variety of factors to 
consider, such as technical, operational, and not least cus-
tomer considerations, in order to keep business running.

TiMe line TankeR 
OpeRaTIOnS aCTIvITIeS 

Customer contact

Marketing

negotiating next voyage

Market information research

Contract
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 bulK
DIvIsIon  
In 2009, the bulk market was positively affected by the financial stimilus 
packages in the usa, china and europe which stimulated the global econ-
omy. The bailout packages increased demand for transport of iron ore, coal 
and steel in particular, but freight rates remained very volatile. 

The bulk Division’s earnings were lower than expected at the 
beginning of the year. operating profit amounted to usD 65 
million.

as a consequence of the dramatic downturn in the global 
 economy in 2008, 2009 started out with very low rates in all 
bulk segments. for ToRM’s Panamax bulk carriers, rates 
stood at about usD/day 4,300 – their lowest level in 10 years. 
Rates increased considerably in the second quarter to a level 
of about usD/day 28,000, mainly as a result of record high  
chinese imports of iron ore and coal. 

over the summer and in the early autumn, Panamax rates fell 
back to below usD/day 20,000, primarily due to shorter waiting 
time in chinese ports, lower coal imports to china and a large 
number of delivered newbuildings. but in september, chinese 
imports of iron ore again hit a record high, resulting in 
increasing rates to about usD/day 35,000 for Panamax vessels 
in october and november. an increased number of waiting 
days in china and a sharp increase in waiting time for loading 
in australian coal ports also supported freight rates at the 
beginning of the fourth quarter. at the end of 2009, Panamax 
rates stood at around usD/day 28,600.

The delivery of a relatively large number of newbuildings in the 
bulk segment was largely offset by china’s record high 
imports of iron ore and coal and long waiting time in ports. 

acQuIsITIon anD DIsPosal of vessels
ToRM did not contract any newbuildings in 2009, but the com-
pany took delivery of two Panamax vessels on long-term char-
ters with purchase options. Due to their high quality, these 
Panamax newbuildings from japanese shipyards are very  
popular with ToRM’s core customers. The time charters were 
entered into at satisfactory rates at an earlier date.

ToRM also took delivery of the Panamax vessel ToRM char-
lotte in january 2009, having exercised a purchase option in 
May 2008. In 2009, ToRM exercised another purchase option 
for the Panamax vessel ToRM skagen, which was sold back to 
the original owner with a gain of usD 5 million and thereafter  
leased back on long-term time charter by ToRM.

The great volatility of freight rates affected the price of  
second-hand tonnage. at the beginning of 2009, the price of  
a five-year-old Panamax vessel had dropped to approximately 
usD 27 million from approximately usD 88 million at 30 june 
2008, whereas at the end of 2009 the price of a similar vessel 
was approximately usD 33 million.

In 2009, ToRM in accordance with its strategy sold three older 
Panamax vessels, ToRM Tina, ToRM baltic and ToRM Marta, 
at a total profit of usD 28 million.

at the end of 2009, ToRM sold another two Panamax vessels, 
ToRM Rotna and ToRM charlotte, for delivery in March 2010 
at a total profit of usD 18 million, which will be realised upon 
delivery.
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fREiGHT RATEs fOR PAnAmAx dRY bulK cARRiERs in 2009
Source: Clarksons

PRicEs On fivE-YEAR-Old sEcOnd-HAnd PAnAmAx 
dRY bulK cARRiERs in 2009  
Source: TORM

bulK divisiOn 2008       2009
USD million Total Q1 Q2 Q3 Q4 Total

     
incOmE sTATEmEnT
Revenue 260.4 48.7 20.7 23.5 24.2 117.1
Port expenses, bunkers and commissions -11.9 -2.4 -0.1 -1.0 -0.4 -3.9
freight and bunker derivatives 0.0 0.0 0.0 0.0 0.0 0.0
Time charter equivalent earnings 248.5 46.3 20.6 22.5 23.8 113.2
charter hire -60.0 -14.4 -15.3 -14.2 -14.0 -57.9
operating expenses -14.3 -4.1 -3.2 -1.9 -1.3 -10.5
Gross profit/(loss) (net earnings from shipping activities) 174.2 27.8 2.1 6.4 8.5 44.8
Profit/(loss) from sale of vessels 52.2 0.0 12.5 20.7 -0.1 33.1
administrative expenses -7.3 -2.1 -1.8 -1.3 -1.3 -6.5
other operating income 0.1 0.0 0.0 0.0 0.0 0.0
EbiTdA 219.2 25.7 12.8 25.8 7.1 71.4
Depreciation and impairment losses -7.3 -2.0 -2.4 -1.3 -0.9 -6.6
Operating profit (EbiT) 211.9 23.7 10.4 24.5 6.2 64.8
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 bulK DIvIsIon
suPPly anD DeManD 
The global economic growth and especially the performance of the  
chinese and to some extent the Indian economy are vital for the develop-
ment of the demand side in the bulk market. as the number of newbuild-
ings will be substantial, significant cancellations and postponements of 
the order book are necessary to sustain acceptable freight rate levels in 
the dry bulk market. 

The demand for transportation of iron ore, coal and grain is  
an essential factor for the bulk market as these commodities 
account for 75% of the total volume of transported cargo 
(source MsI). 

In 2010, the transportation of these bulk products is expected 
to increase by some 6.5%, relative to a decline of approximate-
ly 1.1% in 2009 (source: MsI). Thus the demand picture 
appears to be relatively strong for the bulk market. However, 
as a large share of the market is driven by the chinese 
demand for iron ore and coal, this is a significant uncertainty 
factor on the demand side. freight rates are also impacted by 
newbuildings coming into the market. 

In 2010, a strong net increase in the global fleet is expected, as 
newbuildings will increase dramatically and far exceed scrap-
pings. 

The current fleet of vessels with a dead weight tonnage above 
60,000 in the bulk market totalled 287 million dwt by the end of 
2009. The order book is 195 million dwt corresponding to 68% 
of the existing fleet (source: fearnleys). of the total 195 million 
dwt (the order book), approximately 50% is scheduled to be 
delivered in 2010. Thus without taking cancellations, scrapping 
and postponements into account, the supply growth in 2010 will 
be above 30%. 
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as a result of the financial crisis, the lower freight rates at the 
beginning of 2009 and capacity problems at the shipyards, it is 
estimated that approximately 40% of all the dry bulk vessels 
that were to be delivered in 2009 were either cancelled or 
deferred for future delivery (source: MsI). This trend is expect-
ed to continue in 2010 as many shipyards are unable to meet 
original deadlines, and owners have been trying to get out of 
expensive orders. Most estimates for total slippage and can-
cellations in 2010 are in the range of 40-50%, but there is sig-
nificant uncertainty in relation to these estimates. 

Port congestion, which is another important factor in the 
determination of bulk freight rates, has been an issue at the 
end of 2009 at the major, important ports in australia, china 
and brazil. also for 2010, ToRM expects port congestion to be 
a factor in relation to the bulk market and to potentially partly 
offset the effect of the increased supply of vessels.

nevertheless, even taking cancellations, postponements and 
port congestions into account, ToRM expects the net fleet 
growth to outpace demand in 2010. 
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The company received many, highly qualified applications for 
vacant positions during 2009. The staff turnover at the copen-
hagen head office in 2009 was just 5% and 14% for seafarers 
of all natio nalities.

at the end of 2009, the company had approximately 316 land-
based employees and approximately 2,900 seafarers.

TRaInInG anD RecRuITMenT 
ToRM gives priority to employing young people as trainees at 
the company’s offices and as naval cadets on the company’s 
vessels. aside from considering it natural to act as a training 
ground for trainees, it is also ToRM’s experience that these 
young employees with their energy and enthusiasm make an 
important contribution to the company in the pursuit of its 
goals.

In collaboration with other leading shipping companies, ToRM 
offers a two-year traineeship at the Hellerup office combining 
practical shipping training with a solid theoretical education. 
The theoretical education is organised in collaboration with 
esbjerg Handelsskole and copenhagen business school in the 
form of an HD graduate degree with the possibility of a subse-
quent Mba degree. In 2009, ToRM experienced significant 
interest in these attractive traineeships. five of the seven 
trainees who completed the programme in 2009 were offered 
continued employment at the copenhagen head office.

 ORGAnisATiOn
HuMan ResouRces 
The interest shown in ToRM as a potential workplace in 2009 was again 
highly satisfactory. It shows the value of the focus in recent years on 
increasing awareness of ToRM and the company’s corporate values, as 
expressed in the phrase shipping with Pride.  

 

In the maritime education system, ToRM is in regular contact 
with various educational institutions in Denmark and abroad, 
e.g. sIMac in Denmark, john b.lacson university foundation 
in the Philippines and Marine engineering and Research Insti-
tute in Mumbai. furthermore, ToRM is a member of various 
committees to ensure the quality of the education pro-
grammes and ensure an inflow of new students. also, several 
of ToRM’s employees act as external examiners in the mari-
time education programmes.

worldwide, in 2009 ToRM employed 211 cadets: 100 in Den-
mark, 63 in Mumbai and 48 in Manila.

In 2007, the compagny established the ToRM Philippines  
education foundation (TPef). The foundation supports the 
education of young people with scholarships – both children of 
ToRM employees and other young people in the country. In 
2009, TPef granted a total of 50 scholarships for educations in 
the maritime industry. The first group of students supported by 
TPef will complete their education in March 2010.

Going forward, the company’s goal is to host more trainee-
ships with the higher education institutions, e.g. in ToRM's 
communication, accounting or HR departments, however, it 
may also be in the commercial divisions. The competition 
amongst large companies for highly educated, qualified 
employees will intensify again, and such traineeships will give 
ToRM access to finding the best qualified candidates for future 
positions with the company.  
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ResTRucTuRInG
Towards the end of 2008, ToRM initiated a process to secure 
the best possible utilisation of the company’s global position 
gained from the acquisitions and growth over the past few 
years. Thus, already in the early days of the economic crisis, 
ToRM had planned a number of measures to be implemented 
in 2009 with the aim of improving the efficiency of the compa-
ny’s internal processes and optimise customer management 
and vessel operations.

The implementation of the programme, Greater efficiency 
Power, implied an extensive workload for all employees, as all 
routines and business procedures were  scrutinised. The result 
was a restructuring of the global organisation handling man-
ning and the day-to-day operation of the fleet so that it better 
supports the commercial requirements and the company’s 
overall strategy more effectively.

as a consequence of the plan, 35 land-based employees 
across the organisation were made redundant. These 
 employees were given attractive termination terms and  
were offered career guidance, retraining, garden leave and  
references.

The efficiency programme also resulted in a 10% reduction of 
fixed crews on average on all vessels.

coMPeTence buIlDInG
as a natural consequence of the efficiency programme, the 
company focused on Performance Management, particularly 
in connection with employee performance dialogues. It is 
important to ToRM that communication between the manager 
and the employee is based on openness and trust such that 
both parties clearly express their expectations. It is the 
responsibility of the manager to ensure that the employee has 
clear goals for the coming period and that career requests and 
development needs are addressed. also, the manager’s per-
formance as a leader and motivator should be discussed. 

To maintain a high standard among the sea-based staff, these 
 regularly attend courses as well as personal and corporate 
development activities. ToRM also regularly arranges dialogue 
meetings with the company’s captains and chief engineers to 
ensure that vessel management is able to communicate 
ToRM’s values and business platform to the vessels’ crews.
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eMPloyee saTIsfacTIon
In 2009, ToRM conducted an employee satisfaction survey 
among the employees at the copenhagen head office and the 
offices in the usa, India, singapore, the Philippines and japan. 
based on the results of this survey, ToRM’s senior Manage-
ment has subsequently identified a number of focus areas with 
the aim of enhancing job satisfaction. a new survey will be 
conducted in 2010.

 oRGanIsaTIon 

In 2009, the company has worked on installing broadband 
access on ToRM’s vessels as an important element in improv-
ing the welfare of sea-going staff. The Internet access on 
board vessels improves the seafarers’ ability to keep in  contact 
with family and friends and stay updated on the surrounding 
world. The installation work continues in 2010 and is expected 
to be completed by 2011/2012.

as a means of attracting and retaining skilled seafarers, ToRM 
has established an insurance plan for its sea-faring staff and 
their families in India and the Philippines. The  insurance  
covers employees both when at sea and at home.

Manila flooDing 2009 

in september and october 2009, the capital of the Philippines, Manila, and the surrounding areas were hit by the worst typhoons since1967, 
which resulted in grave losses and damage. Thousands of families lost their homes in the floods. reaching out to the victims, TorM 
 contributed to a major relief operation by making donations and by collecting donations from employees at the offices in Manila, singapore 
and  Copenhagen as well as from the vessels’ crews. TorM’s employees in the Philippines and their families also donated their spare time 
to help packing and distributing aid such as food, clothes and medicine in collaboration with the ngos and the local authorities. 
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 sTRATEGY 

Highly focused on efficiency and commercial utilisation of the pool  
cooperation, ToRM enters 2010 with a solid foundation for a continuation  
of the existing strategy. 

It remains ToRM’s strategy to generate growth and profitability 
above the marked average in the product tanker market, pri-
marily in the lR and MR segments. This both organically as 
well as by extending the pool arrangement and by partici- 
pating in consolidation. 

In 2009, the strategic focus due to the global economic  
slowdown and its effect on the shipping industry was on 
strengthening the existing business by: 

 capitalising on the economies of scale from ToRM’s global •	
operations and pool arrangement.
 Developing and optimising the internal work processes, •	
back-office functions, IT organisation and the operation of 
ToRM’s fleet through the programme Greater efficiency 
Power.
 continued focus on securing additional funding.•	

caPITalIsInG on econoMIes of scale
collaborating with pool partners and capitalising on ToRM’s 
global operations are key elements of the company’s strategy, 
Greater earning Power 2.0. This strategy truly proved its worth 
in the difficult product tanker market in 2009. freight rates fell 
to historically low levels which, in combination with high fuel 
costs, heightened the need for optimisation in order to maxim-
ise the fleet’s earnings. under such market conditions, 
ToRM’s relatively large fleet and the collaboration with pool 
partners were an advantage. one indication of this was the 
fact that the earnings of ToRM’s product tanker  vessels were 
slightly above market average. 

Irrespective of the market situation, the pool arrangement 
provides a number of advantages, including better use of fleet 

capacity, flexibility to meet customer requirements, greater 
market expertise, access to large cargo bases and economies 
of scale. In a difficult market with decreasing market demand, 
supply of new tonnage and high fuel costs, these advantages 
become all the more important to the business. The large and 
diversified customer base enables flexible planning and opti-
misation of trade patterns. furthermore, a large, global fleet 
reduces the dependence on specific cargo types and exposure 
to regional market conditions, thus minimising sensitivity to 
fluctuations in demand.

GReaTeR effIcIency PoweR
In 2009, ToRM launched the efficiency improvement pro-
gramme Greater efficiency Power with the aim of optimising 
the advantages of the company’s global position, achieved 
through several years of strong growth, both organic and 
through acquisitions. The most important elements of the effi-
ciency improvement programme are:

 Restructuring of the fleet management set-up.•	
 standardising repair and maintenance processes.•	
 centralising back-office including IT and standardising the •	
IT platform.
 strengthening and centralising the global procurement •	
function.
 Reorganising the global land-based organisation.•	

In 2010, the efficiency improvement programme will produce 
an average 15% reduction of vessel operating costs per vessel 
per day relative to 2008, and administrative expenses will be 
reduced by 20%  relative to 2008. 
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Total annual cost savings are expected to be approximately 
usD 50 million in 2010 compared to 2008, in line with original 
assumptions. of this amount, some usD 20 million relates to 
administrative expenses, while usD 30 million equals the  
savings realised by reduced unit costs from the operation of 
vessels compared to 2008.

standardised, optimised systems and processes have also 
made the business highly scalable for future growth. conse-
quentlty, potential new expansions can be integrated naturally 
and smoothly in this new structure, greatly enhancing the 
prospects of obtaining synergies. 

caPITal ResouRces
The timing of investments and funding obligations is crucial in 
shipping. ToRM’s financial strategy is therefore based on 
maintaining solid financial resources, thus ensuring that the 
company is able to make the required investments when most 
advantageous. 

In late 2009 and early 2010, as a natural element of the com-
pany’s financial strategy, ToRM thus signed two new funding 
agreements for a total of usD 337 million with the bank of 
china, société Générale, the chinese export credit insurance 
company sinosure and The export-Import bank of china. The 
agreements secured funding of the company’s MR newbuild-
ing programme for the period 2010-2012. The terms of the 
agreements are in line with those of the company’s existing 
loan agreements. 

The agreements reflect ToRM’s strong relations to its chinese 
partners and are an important supplement to the company’s 
existing bank financing. when including the two new agree-
ments, the company’s unutilised loan facilities and cash 
resources at 1 february 2010 totalled usD 700 million, and the 
remaining investments related to the order book amounted to 
usD 455 million at the end of 2009. ToRM is therefore in a 
position to handle a prolonged economic recession and to take 
advantage of any attractive investment opportunities in the 
product tanker market.

 sTRaTeGy 
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fuRTHeR DeveloPMenT of THe sTRaTeGy
Through these strategic initiatives, at the end of 2009 ToRM 
had secured a solid basis for maintaining and strengthening 
and building on its position as one of the world’s leading prod-
uct tanker companies. 

In 2010, when the new ceo jacob Meldgaard is on board, 
ToRM will take the next step in the company’s ongoing  
strategy review.

Key focus areas in 2010 are:
 assess opportunities to develop pool arrangements in •	
order to further leverage the advantages of the company's 
pool concept in the product tanker market.
 Review size and position in each fleet segment in order to •	
take advantage of the cyclical downturn.
 continued focus on financing opportunities including the •	
capital markets, which have improved in the second half of 
2009 and provide an opportunity to diversify the company’s 
financing sources.
continued strong focus on efficiency, operational optimi-•	
sation and cost-consciousness.
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ToRM adopted a csR strategy at the beginning of 2009 to align 
the csR activities. This has made it easier to document and 
communicate the great efforts that the organisation has 
already made and has created a good foundation for the 
 further development of csR activities. 

csR anD sHIPPInG
The requirements of ToRM in the csR area are increasingly 
important to the company's stakeholders and will thus be of 
importance to ToRM’s overall business performance. for exam-
ple, environmental and safety actions are an important selection 
criterion to several large customers, and potential and existing 
employees also look to the company’s csR work when consid-
ering how attractive the company is as a workplace. Moreover, 
there is a growing awareness that csR is a requisite for long-
term value creation for the company’s shareholders.

 csR sTRATEGY
coRPoRaTe  socIal ResPonsIbIlITy 
corporate social Responsibility – is an integral part of ToRM’s business, 
be it in the company’s day-to-day operations, its HR efforts and its rela-
tions with external stakeholders. 

csR sTRaTeGy
ToRM takes a broad approach to csR covering environmental 
and climatic conditions, occupational health and safety, 
human rights, labour rights and business ethics. as this 
approach is in full compliance with the un Global compact, 
ToRM became the first Danish shipping company to join the 
programme in february 2009. ToRM is a global organisation, 
and by joining the Global compact the company wishes to 
communicate that it considers basic human rights and labour 
standards, anti-corruption and environmental protection to be 
 fundamental and universal issues that will be promoted in 
whatever part of the world the company operates.

The ten principles, (un Global compact, page 33) also act as 
an internal management tool to help strengthen the integra-
tion of csR in the day-to-day business. In the separate csR 
report for 2009, which will be issued in the first half of 2010, 
ToRM will communicate the company’s progress in respect of 
the ten principles.

oRGanIsaTIon anD ManaGeMenT
ToRM has established a global csR organisation. all general 
principles, strategic guidelines and policies as well as  
measures are discussed and decided by a steering committee 
with representatives from executive Management, local offices 
and the heads of the Technical, Tanker and bulk  Divisions.

a central csR department has been established, acting as 
secretariat to the steering committee and as the key driving 
force behind ToRM’s csR work. It is the department’s respon-
sibility to monitor that the company’s strategic csR goals are 
met. 

To further ensure that the daily csR work is embedded in the 
local organisations, an international working group has been 
established. In addition to the csR department, the working 
group includes employees from the head office in Denmark as 
well as from the offices in India, the Philippines, singapore 
and the usa.

un CliMaTe suMMiT in CoPenhagen

at the un climate summit in Copenhagen, TorM had hoped for a 
legally binding agreement. The Company believes that a step in 
the right direction was taken with the Copenhagen accord. TorM 
looks forward to a legally binding agreement in Mexico at the 
end of 2010. Through the Danish shipowners’ association, TorM 
will promote that a global target for the shipping industry’s Co2 
emissions is set by the iMo.

The Copenhagen accord was signed by 188 heads of state.  
The accord  includes the following goals: 

 recognition of a maximum two degree Celsius average •	
 global temperature increased.
 Countries covered by the kyoto protocol are required to list •	
their 2020 reduction targets, and other countries are re-
quired to list the actions they will take to reduce emissions.
 Developed countries, primarily the eu, Japan and the usa, •	
are committed to providing usD 30 billion additional funding 
for developing countries for the period 2010-2012. from 
2020, this amount is usD 100 billion a year.
 a high level Panel is to study the sources of funding.•	
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The Ten PrinCiPles (un gloBal CoMPaCT) 

Businesses should support and respect the protection of •	
 internationally proclaimed human rights. 
Businesses should make sure that they are not complicit in •	
human rights abuses. 
Businesses should uphold the freedom of association and •	
the effective recognition of the right to collective bargaining. 
Businesses should support the elimination of all forms of •	
forced and compulsory labour. 
Businesses should support the effective abolition of child •	
 labour. 
Businesses should eliminate discrimination in respect of •	
employment and occupation. 
Businesses should support a precautionary approach to •	
 environmental challenges. 
Businesses should undertake initiatives to promote greater •	
environmental responsibility. 
Businesses should encourage the development and diffu-•	
sion of environmentally friendly technologies.  
Businesses should work against corruption in all its forms, •	
including extortion and bribery. 

TaRGeT aReas
ToRM maintains ongoing dialogue with customers,  employees, 
investors and organisations on its csR work. In connection 
with the preparation of the csR strategy, ToRM conducted 
interviews with a selection of these stakeholders. They con-
firmed the business potential of ToRM’s ambition to be among 
the leading shipping companies in terms of csR. This dialogue 
formed the basis for the company’s determination of target 
areas and goals.

ToRM’s key target areas are:
Reducing the environmental and climatic impact of vessel •	
operation. 
Maintaining a safe and attractive work environment.•	
ensuring that business partners uphold basic human •	
rights and labour rights.
being a trustworthy business partner that complies with •	
legislation and honours contracts.

envIRonMenT anD clIMaTe
The most significant environmental issues relating to shipping 
are emissions of co2, nitrogen oxides (nox) and sulphur 
oxides (sox) to the air. emission levels depend mainly on the 
vessels’ fuel consumption, which is determined by such fac-
tors as speed, draught, the state of the surface of hull and 
propeller and engine efficiency. approximately 75% of the 
company's fuel  consumption is used to propel the vessel.  
other significant environmental issues in shipping include 
waste and chemicals handling, changing of ballast water and 
the release of particles from the vessels’ bottom paint.

The shipping industry is responsible for some 90% of the  
global transportation of goods and for approximately 3% of the 
world’s total co2 emissions. compared to other means of 
transportation, shipping is the most energy efficient. nonethe-
less, ToRM wishes to continually reduce its emissions. as fuel 
costs account for more than half of ToRM’s total voyage costs, 
there is also a great financial incentive to enhance the efficiency 
of the processes requiring fuel oil.
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TORm environmental records 2009 2008

number of active vessels in the period
included in the report (in months)
sR tankers 131 120
MR tankers 339 295
lR1 tankers 128 130
lR2 tankers 162 145
bulk carriers 63 69
Total number of vessel months 822 759

Emission from fuel in ton
fuel oil consumption (heavy fuel oil) 454,456 486,222
fuel oil consumption (low sulphur heavy fuel oil) 108,913 91,440
Marine gas oil 13,957 16,376
lubricating oil 4,592 4,970
co2 emissions 1,818,927 1,876,567
sox emissions 28,523 32,541
nox emissions 41,055 43,088

Per vessel month in ton
fuel oil consumption (heavy fuel oil) 553 641
fuel oil consumption (low sulphur heavy fuel oil) 132 121
Marine gas oil 17 22
lubricating oil 6 7
Total fuel oil 702 783
co2 emissions 2,212 2,472
sox emissions 35 43
noxemissions 50 57

Emission per ton/km (1 ton goods transported 1 km)
co2 emissions 7.83 g/ton-km 8.03 g/ton-km
sox emissions 0.12 g/ton-km 0.14 g/ton-km
nox emissions 0.18 g/ton-km 0.19 g/ton-km

Operation aspects (hrs)
waiting  in % - 1.8
In harbour in % - 41.4
ballast voyage in % - 21.0
laden voyage in % - 35.9
vessel engaged in voyage % 52.1 -
vessel engaged in maneuvring, anchorage, berth and waiting  % 47.9 -
average Me fuel consumption per 100 nm (1 nm = 1,852 Km) 10.0 10.5
average voyage speed (nm), (1 nm = 1,852 Km) 13.4 13.7

Office emission, including electricity, heating, gasoline for cars and water
co2 (ton) 901 876
sox (ton) 1 1
nox (ton) 1 1
co2 (ton) per employee 2.9 2.8

from office and crew air travel
air milage nox (ton) 31 52
air milage co2 (ton) 6,847 11,412
air milage (in km) 62,912,571 104,848,069
 

 csR sTRaTeGy 
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from 2008 to 2009, the total number of vessel months 
increased from 759 to 822 (8.3%). nevertheless, the absolute 
fuel consumption was reduced by 2.5% from 578,000 tons in 
2008 to 563,000 tons in 2009. The amount of low sulphur heavy 
fuel oil accounted for 24% of total fuel consumption against 
only 19% in 2008.

MaIn collaboRaTIons
ToRM has intensified the company’s participation in develop-
ment projects in cooperation with other shipping companies 
and industry organisations. The main collaboration activities 
are:

’Green ship of the future’, a Danish project involving a •	
number of shipping companies, technology experts and 
shipping industry suppliers. Its aim is to develop tech- 
nologies that will be able to reduce overall co2, nox  
and sox emissions from vessels by 30%, 90% and 90%, 
respectively.
’virtual arrival’ is a collaboration between shipping com-•	
panies and oil companies to adjust the vessels’ speed so 
that they arrive in port at the right time. Today, vessels 
waste a good deal of time waiting outside ports because 
their speed is not necessarily adjusted to the port’s  
capacity. In addition to causing greater fuel consumption 
and wear of the vessels, this also causes congested port 
entrances.
ToRM participated in the development of, and now com-•	
plies with, a set of voluntary guidelines for the handling of 
ballast water in north west europe aimed at reducing the 
risk of introduction of alien species of animals and plants 
to local ecosystems.

envIRonMenTal acTIvITIes 2009
ToRM maintains a catalogue of possible environmental 
improvement projects. among these areas, the company 
selects a number of activities as its environmental targets. Key  
initiatives in 2009 were:

Installation of electronic main engines on seven MR •	
 newbuildings in 2009. The wartsila 7RT-flex50 main 
engine is more efficient than the engines on ToRM’s exist-
ing MR tankers, and it allows for a more precise fuel con-
sumption management, regardless of the operating load.
Installation of torsiometers, which make it easier to •	
 monitor the hull's condition and the efficiency of propel-
lers and thus optimise fuel consumption.
Installation of PMI system that monitors the engine's per-•	
formance and thus optimises the fuel consumption.
Installation of electronic cylinder lubrication systems to •	
reduce lubrication oil by 80-100 litres each day.
Testing of a tool to analyse fuel consumption in real time, •	
thus improving the constant optimisation of the main 
engine.
Improvement of the registration of environmental data, •	
which means that today ToRM is able to offer all custom-
ers an overview of co2 emissions specifically relating to 
their particular cargo.
Refurbishment of the Danish head office, including a •	
number of energy-saving measures. video conference 
facilities have been established in several conference 
rooms, thus considerably reducing travel activity between 
country offices.

coMMenTs To envIRonMenTal RecoRDs
ToRM has set long-term objectives for the emissions of co2 
from vessels and offices.

The co2 emissions per vessel month declined by 10% in 2009 
compared to 2008. as the tonnage capacity utilisation was less 
than in 2008, the emissions per ton of goods transported one 
kilometer (ton-km) was not reduced correspondingly. It declined 
from 8.0 to 7.8 grams/ton-km, a 3% reduction. It is the objective 
that co2 emissions per ton-km should be 6.4 grams in 2020.

The reduction in 2009 can primarily be ascribed to a lower ves-
sel speed, which was 13.4 nautic mile per hour against 13.7 
nautic mile per hour in 2008. vessel speed and the develop-
ment of new technology constitute the most influential 
 parameters for vessel co2 emissions.

sTraTegiC CliMaTe TargeTs 2020

 
TorM has set ambitious goals for the reduction of the climate 
impact of the Company’s activities:

a 20% reduction of Co•	 2 emissions per vessel compared with 
2008.
 a 25% reduction of Co•	 2 emissions per employee at the Com-
pany’s offices compared with 2008.
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a safe anD aTTRacTIve woRKInG envIRonMenT
ToRM strives to continuously improve working conditions on 
board the company’s vessels and at its offices. The work on 
board a vessel requires particularly high standards of employ-
ees and equipment. The seafarers on ToRM’s vessels and rel-
evant land-based staff receive comprehensive quality, safety 
and environmental training, and procedures for the operation 
of the vessels are evaluated and improved on an ongoing basis 
in order to operate the vessels as safely as  possible.

In collaboration with training academies in the Philippines, 
ToRM has developed an extensive, innovative modular occupa-
tional health and safety training programme.

This systematic approach to managing working conditions 
 follows the requirements of the oHsas 18001 occupational 
health and safety standard, and the company continually 
focuses on occupational health and safety on board vessels. 
The number of industrial accidents per million hours of work 
was 2.9 in 2009 (2.1 in 2008). Most work-related accidents are 
insignificant and can generally be ascribed to insufficient 
preparation before a given job is begun and lack of attention 
on the part of the injured person while performing the task. 
The new occupational health and safety training programme 
addresses exactly these issues, and the number of work- 
related accidents is therefore expected to decline.

HealTH InsuRance
ToRM has set up a health insurance plan for employees and 
their families who are not covered by a national health plan. 
These include employees from the usa, India and the Philip-
pines. a total of 2,468 employees are insured through this 
scheme.

InTeRnal safeTy anD QualITy auDITs
annual internal safety and quality audits are conducted on each 
vessel by trained auditors who are all former senior officers. 
The team has members from the Philippines, India and Den-
mark. a typical audit comprises safety, quality, environment, 
security and bridge team discipline. when the audits are com-
pleted, the crew is offered additional training, and processes 
are adjusted to the extent that this is necessary.

neaR MIsses
near misses are situations that could have developed into 
accidents, but were prevented or avoided. such incidents pro-
vide good information about accident causes.

oTHeR woRKInG conDITIons
In 2009, ToRM began installing wireless broadband on all the 
company’s vessels. In addition to giving access to traditional 
office applications such as e-mail, intranet and Internet, this 
also provides the possibility of telephone conversations via the 
Internet. The most important incentive for the installation, 
however, is that it gives the crew an opportunity to be in con-
tact with their families and friends.

 csR sTRaTeGy 
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suPPlIeRs
ToRM is of the opinion that the company's corporate social 
responsibility extends beyond the company's own employees, 
and therefore welcomes dialogue with suppliers on issues 
such as environment, labour standards and human rights. 

ToRM’s principal suppliers are the shipyards in asia that build 
the company’s vessels. by year end 2009, ToRM had 15 
 vessels under construction at chinese shipyards.

ToRM has technical teams working at the shipyards to moni-
tor the quality of the newbuildings. ToRM’s largest supplier, 
Guangzhou shipyard International, employs a head of csR, 
with whom ToRM discusses the working conditions at the 
shipyard.

a TRusTwoRTHy busIness PaRTneR
ToRM wants to be a trustworthy business partner. This implies 
that the company always complies with applicable legislation, 
honours agreements entered into and handles potential risks 
proactively.

PIRacy
Piracy remains a major threat to the safety and peace of mind 
of the seafarers passing through the Gulf of aden and off the 
coast of somalia and Kenya. also, there are costs involved in 
longer alternative routes and potential loss of equipment. 
ToRM has not suffered any hijackings, but in March 2009 a 
ToRM vessel experienced a possible attempted  hijacking. The 
crew on board reacted quickly and in  accordance with the pro-
cedures established, and the attack was warded off.

The company always asks the employees whether they wish to 
pass through the area and, if not, ToRM offers to discharge 
the employees before the passage. each vessel is in close con-
tact with the security personnel at the company's offices prior 
to a transit. During the passage through the area, the vessel 
follows the joint transit scheme, which is managed by the eu 
naval forces (eu navfoR). 
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The overall risk management objective is to strike a balance 
between pursuing opportunities to take positions in the mar-
ket and the need to manage the sensitivity to the cyclical con-
ditions in the freight markets. The economic crisis reaffirmed 
that ToRM’s strict attention to risk management is a key ele-
ment in supporting the strategy, but also highlighted opportu-
nities for further expanding the company’s risk management 
activities.

During 2009, ToRM therefore took the next steps to further 
coordinate, plan and consolidate the risk management  
activities. In particular, steps were taken to further improve 
the processes relating to the establishment of a consolidated 
risk overview and to the coordination of risk management 
activities including:

Intensified monitoring of routines for all risk areas.•	
centralised responsibility for the consolidated risk picture •	
and coordination of risk management activities.
a formal process to consolidate the global risk picture for •	
the company was established.
formalised process to assess emerging risks.•	

RIsKs assocIaTeD wITH ToRM’s acTIvITIes
ToRM’s risk management systems focus on the key risks 
associated with the activities, which broadly can be divided into 
the following three main categories: 

Industry and market-related risk factors relate to changes •	
in the markets and in the political, economic and physical  
environment that the company cannot control and only 
can influence to a very limited degree.  
operational risks are those risks associated with the •	
ongoing operations of the business and in particular the 
vessels.
financial risks relate to the company’s financial position, •	
financing and cash flows generated by the business.

 
for a more in depth description of the various risks, ToRM’s 
management of these risks and the sensitivity analysis, please 
refer to note 25 on page 88.

 RisK 
 ManaGeMenT
ToRM views risk management as an integral and key part of its opera-
tions where significant investments and volatile market conditions are 
natural elements of business. 

inDusTrY anD MarkeT-relaTeD risks

Political and macroeconomic risks
freight rate volatility
sales and purchase price fluctuations
Bunker price fluctuations

oPeraTional risks

Vessel utilisation
safe operations of vessels
availability of experienced seafarers and staff
Terrorism and piracy
insurance coverage
stability of iT systems
Counterparty risk
fraud

finanCial risks

funding risk
foreign exchange risk
interest rate risk

RIsKs assocIaTeD wITH ToRM's acTIvITIes
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ToRM’s cuRRenT RIsK PRofIle
as part of the enhanced risk management approach, during 
the fourth quarter of 2009 ToRM updated its consolidated risk 
profile after a thorough identification and assessment process 
involving all parts of the organisation. The resulting risk profile 
is illustrated above.

The key conclusions from the evaluation process were the  
following:

Industry and market-related risks, in particular the  •	
development in freight rates in the product tanker  
market, are assessed to be the most significant.
operational risks are assessed to be low among the top •	
ten risks. 
funding risks are maintained at a satisfactory level.•	
Industry-changing risks have a significant impact but  •	
are considered long-term risks.

industry and market-related risks are significant, yet  
actively pursued
The company's business is very sensitive to changes in  
market-related risks such as changes in the global economic 
situation and changes in freight rates, particularly in the  
product tanker market. However, with ToRM’s long-standing  
presence and in-depth knowledge of the product tanker  
market, it is a cornerstone of the company's strategy to be 
present in the spot market and actively pursue this type of risk 
in order to maximise the value creation for the shareholders. 
During 2009, ToRM was able to utilise its unique position to 
realise earnings that were above the average in the market.

with respect to bunker prices, ToRM initiated a project in 2009 
to be more proactive in handling this type of risks. among the 
initiatives was to consolidate the physical trading of bunkers 
and the trading of bunker derivatives with the objective to  
optimise bunker procurement, reduce bunker expenses and 
thereby improve the general management of the bunker price 
risk.

The general unfavorable market conditions affected many  
parties involved in the product tanker and/or the dry bulk  
market. To mitigate this risk, ToRM intensified monitoring of 
customers’ financial situation to minimise the risk of incurring 
counterparty losses. at the beginning of the year, the company 
accepted an early redelivery of four vessels, which were  
subsequently re-employed in the market. In return, ToRM 
received compensation for a part of the lost income from the 
charterer who later in the year ceased operations in the  
Panamax segment. apart from this, the company did not  
incur any losses on counterparties as a result of the financial 
crisis in 2009. 

Operational risks are considered to be well managed
ToRM is perceived by its customers as a quality operator with 
high focus on safe and reliable operations and consequently 
the company's operations are an important part of the foun-
dation for the company’s business model. although the opera-
tion of especially tankers involves potential significant risks, 
the risks are considered to be well contained by rigorous pro-
cedures and controls applied by well-educated employees at 
ToRM.
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funding risks have been in focus and are maintained at a  
satisfactory level 
2009 saw a significant and sustained drop in freight rates for 
all vessel types within the product tanker market leading to 
greatly reduced cash flow from operations compared to pre-
vious years. ToRM, however, kept a strict focus on the funding 
situation throughout 2009 and managed to secure the required 
funding to support the strategy. 

This proved ToRM’s ability, through adequate focus, to  
manage the funding level, and thus the associated risks are 
currently maintained at a satisfactory level.

industry-changing risks are monitored periodically
Industry-changing risks, such as the substitution of oil for  
other energy sources and radical changes in transportation 
patterns, are considered to have a relatively high potential 
impact but are long-term risks. ToRM utilises its deep insight, 
in particular in the product tanker market, to monitor develop-
ments within this area periodically and take this into account 
in the long-term strategic investment decisions. The supply 
and demand model described on page 16 is a key element of 
these monitoring activities.
 

2010 acTIvITIes
The company will continue to embed risk management as  
a key strategic element in the management and decision  
making process. In 2010, ToRM specifically plans to address 
the following areas:

Definition of the desired risk level in quantifiable and •	
measurable terms per business area.
assessment of the balance between efficient risk  •	
management and commercial flexibility.
Incorporation of risk KPIs into the internal Management •	
reporting routines and the performance management  
system.

 
 

 RIsK ManaGeMenT 

signifiCanT sensiTiViTies:

 
2010 income statement impact, usd million
increase in freight rates of usD/day 1,000  +24.0
increase in bunker prices of 10%   -32.6
increase in usD/Dkk exchange rate of 10%    +8.4
increase in interest rate level of 1%-point   -10.4

Please refer to page 88 for sensitivity analyses.
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ToRM is committed to maintaining a high standard of 
 corporate governance and believes that this commitment is 
consistent with and also a driver for achieving the company’s 
business objectives and creating shareholder value. It is 
ToRM’s policy to ensure that the company is at all times 
 managed in an orderly and proper manner consistent with the 
regulation applicable in the countries in which the company 
operates and with the codes imposed by the stock exchanges 
on which the company is listed. The principal entities in the 
company are located in Denmark, India, singapore, the Philip-
pines and the usa. The company is listed on nasDaQ oMx 
copenhagen and on nasDaQ in the usa.

nasDaQ oMx copenhagen has adopted a set of recommenda-
tions for good corporate governance. ToRM complies with 
these recommendations with one exception where another 
approach is deemed more suitable for the company. The 
exception is described in the table below:

 cORPORATE
 GoveRnance 
ToRM’s board of Directors and Management believe that good corporate  
governance is a part of a responsible business and a key element in the 
creation of shareholder value and in gaining the trust of customers, busi-
ness partners and the financial markets. 

The set of recommendations for good corporate governance 
adopted by nasDaQ oMx copenhagen is expected to be 
updated during 2010. when the updated recommendations are 
finalised, ToRM will prepare a statement of the company’s 
view on each recommendation and make the statement avail-
able on the company’s website.

as of 31 December ToRM complied with the us sarbanes-
oxley act as it applies to foreign private issuers.

 

TorM's exCePTion To The nasDaq oMx CoPenhagen guiDelines is:

REcOmmEndATiOn
Members of the Board of Directors should be elected at the annual 
general Meeting every year.

ExPlAnATiOn
Members of the Board of Directors are elected at the annual 
 general Meeting for a four-year term. in the opinion of the Board 
of Directors, the four-year term currently constitutes an appropri-
ate balance between renewal, continuity and knowledge of the 
 Company.
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In 2009. ToRM adopted a specific corporate social Responsi-
bility strategy. for details of this strategy, please refer to page 
32.

boaRD of DIRecToRs  
In accordance with Danish company legislation, ToRM has a 
two-tier management structure. The board of Directors is 
entirely composed of persons not involved in the day-to-day 
management. The board of Directors lays out clear policies 
and directives which the Management in turn implements in 
its day-to-day management. The board of Directors acts as a 
partner as well as a control body for Management. no mem-
ber of Management is a member of the board of Directors, but 
Management normally participates in board meetings.

The primary responsibilities of the board of Directors are to 
safeguard the interests of shareholders and ensure that the 
company is properly managed in accordance with the articles 
of association, laws and regulations and to lay down the com-
mercial objectives and the strategic development of the com-
pany.

at the end of 2009, the board of Directors consisted of ten 
members, of which seven are elected at the annual General 
Meeting. five of these members are independent while two 
are dependent as a result of their relation to the company’s 
largest shareholders. The remaining three members are 
elected by the employees. The board members elected by the 
employees have the same rights, duties and responsibilities as 
the board members elected at the annual General Meeting. 

The board of Directors has laid down clear management 
guidelines and a code of ethics and conduct in order to 
ensure that the company is managed and its business 
 activities carried out in accordance with principles based on 
integrity and ethics. These principles are fundamental to the 
company as a vital part of running a responsible business and 
creating shareholder value.

ToRM’s board of Directors and Management continually work 
to improve the management of the company. The board of 
Directors meets a minimum of five times a year in accordance 
with the rules of procedure. In 2009, 13 board meetings were 
held.

The board of Directors regularly evaluates the work, results 
and the composition of the board of Directors and Manage-
ment. This was latest performed in the spring of 2009.

coRPoRaTe GoveRnance  
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THe auDIT coMMITTee
The audit committee meets at least four times a year, and 
both Management and the auditors usually participate in the 
meetings. In 2009, seven meetings were held. The audit 
 committee has three members, all elected by the board of 
Directors among its members. 

The members of the committee are considered as independ-
ent from ToRM and they possess the qualifications relevant for 
the audit committee to perform its tasks.

The audit committee performs its duties under a charter 
approved by the board of Directors on a yearly basis and 
assists the board of Directors with the oversight of financial 
reporting, risk management processes, internal controls and 
auditing matters as well as the organisation of work and com-
plaints handling in relation to such matters.  

The audit committee provides a report on the committee’s 
activities to the board of Directors no later than at the first 
board meeting following an audit committee meeting.

THe ReMuneRaTIon coMMITTee anD ReMuneRaTIon 
PolIcIes
The Remuneration committee meets at least twice a year. In 
2009, three meetings were held. The Remuneration commit-
tee has four members, all elected by the board of Directors 
among its members. The Remuneration committee assists 
the board of Directors with reviewing Management's perform-
ance and remuneration as well as the company’s general 
remuneration policies.

In order to attract, retain and motivate qualified executive 
managers, remuneration is based on the nature and quality of 
work, value creation to the company and remuneration at 
comparable businesses. The amounts and components of 
remuneration to the individual members of the board and 
Management are disclosed in note 4 to the financial state-
ments.

THe execuTIve ManaGeMenT
The executive Management is responsible for the daily opera-
tion of ToRM and for ongoing optimisation and follow-up.  
at  31 December 2009, the executive Management consisted of 
two members:  ceo Mikael skov and cfo Roland M. 
andersen. as of 1 april 2010, jacob Meldgaard will take over 
as ceo.

MeeTings aTTenDeD/helD

mEmbERs
bOARd Of

diREcTORs
AudiT

 cOmmiTTEE
REnumERATiOn  

cOmmiTTEE

niels erik nielsen 13/13 3/3
christian frigast 12/13 7/7 3/3
Peter abildgaard 12/13
lennart arrias 10/13
Margrethe bligaard 11/13
bo jagd 13/13 7/7
jesper jarlbæk (elected 22 april 2009) (3) 09/09 3/4
Gabriel Panayotides (2) 13/13 3/3
angelos Papoulias (elected 22 april 2009) 09/09
e. Michael steimler (1) 07/09
stefanos-niko Zouvelos 13/13 3/3

1) left the board of Directors in 2009  
2) joined the Remuneration committee in 2009
3) joined the audit committee in 2009
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boaRD of DIRecToRs
During 2009, the work of the board of Directors
included:

 appointment and dismissal of the executive  •	
Management.
 approval of the company’s vision, values and  •	
governance framework.
 approval of the company’s strategy, overall business •	
objectives and  annual budgets.
 approval of annual reports and interim reports.•	
 Recommendation of dividend distributions.•	
 approval of the company’s policy statements, •	
including risk policy and financial policy as well as 
the reporting structure.
 approval of material capital projects, investments, •	
acquisition or disposal of vessels or business  
entities.
 establishment of incentive schemes for employees •	
and management.
 other matters which the board of Directors  •	
considers relevant for the company.

THe auDIT coMMITTee
During 2009, the work of the audit committee
included:

 Monitoring of progress and results of internal  •	
control activities.
 Review of risk assessments and risk management •	
processes.
 Discussion of the audit strategy with the external •	
auditors and approval of the audit engagement 
 letter.
 Review and approval of engagements with and fees •	
to the auditors elected at the annual General  
Meeting concerning both audit and non-audit services.
 Review of audit committee comments from the  •	
auditors.
 assessment of the auditors’ independence.•	
 Review of related party transactions.•	
 Review of the company’s yearly filing with the sec, •	
form 20-f.
 Review of the quarterly impairment test of the com-•	
pany's fleet of vessels and goodwill including choice 
of model and underlying assumptions.
 Discussion of the company’s funding situation and •	
strategy.
 Review of processes in relation to derivatives trading •	
and the subsequent authorisations.
 Review of reports from external whistleblower  •	
service provider.
 self-evaluation of the audit committee’s effective-•	
ness.

THe ReMuneRaTIon
coMMITTee
During 2009, the work of the Remuneration committee 
included:

 approval of employment terms and compensation •	
package for the company’s executive Management.
 Grant of 1,245,764 share options under the existing •	
incentive scheme. Details of the incentive scheme 
and outstanding share options are disclosed in note 
4 to the financial statements. 
 approval of general principles for the distribution of •	
estimated bonus to leading employees.

coRPoRaTe GoveRnance  
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The Danish ManageMenT sYsTeM 

The two-tier management system is a classic Danish manage-
ment structure based on Danish legislation. usually the  duties of 
managing a company are divided as follows:

Board of Directors:
safeguard the interests of the shareholders.•	
 supervise the activities of the company and ensure it is •	
 properly managed in accordance with the articles of 
 association, laws and regulations.
 lay down the commercial objectives and the strategic •	
 development of the company.
 usually not involved in the day-to-day management of the •	
company.
 hire and dismiss executive Management.•	

Management:
implement policies and decisions made by the Board of •	
 Directors.
 Manage the day-to-day business.•	
 Monitor risks and internal controls.•	
 hire and dismiss employees.•	

also there is an entitlement under Danish legislation for the 
 employees to elect members for the Board of Directors, when 
the company reaches a certain size. The employees can elect a 
number of Board members corresponding to half of the addi-
tional Board members. The Board members elected by the em-
ployees have the same rights, duties and responsibilities as the 
Board members elected at the annual general Meeting.

InTeRnal conTRol anD RIsK ManaGeMenT
while the board of Directors has the overall responsibility for 
the company’s internal control and the assessment and 
manage ment of risk, Management carries out the identifica-
tion of risks, the operation of an effective internal control 
 system and the implementation of risk management. Manage-
ment is also responsible for the periodical reporting on major 
risks and changes herein to the audit committee and the 
board of Directors. The board of Directors reviews the major 
risks and discusses risk developments with Management as 
deemed appropriate and at least once a year. Major risks 
include geopolitical, environmental, macroeconomic, financial 
and operational issues.

In consequence of its listing on nasDaQ in the usa, ToRM is 
obliged to comply with a number of standards, rules and 
 regulations aimed at good corporate governance under the 
sarbanes-oxley act, applicable to foreign private issuers since 
2006, of which the most important are the requirements listed 
in section 404, which requires management and the external 
auditor to report on the adequacy of the company´s internal 
control over financial reporting. In consequence of its nasDaQ 
oMx copenhagen listing, ToRM is from 2009 required to 
describe the main elements of the internal controls and risk 
management systems for financial reporting. This require-
ment has not resulted in any changes to the internal controls 
and risk management systems for financial reporting.

ToRM’s sarbanes-oxley compliance programme and system 
for internal controls and risk management for financial report-
ing are is executed and monitored in the Internal control and 
administration system (Inca). Inca is consistent with the  
recognised framework established by the committee of spon-
soring organizations (coso), and it provides a clear audit trail 
of changes in risk assessments and in the design of controls 
as well as of the results of tests of internal controls. ToRMs 
process for financial reporting and the Inca system consists 
of the following elements performed through the financial 
year:

overall scoping: based on earlier years' experience, •	
 bud gets and actual figures for the financial year and the 
knowledge of significant changes affecting ToRM, it is 
assessed whether changes should be made to the 
 scoping.    
 Risk assessment: ToRM performs a risk assessment with •	
the purpose of identifying the company’s financial report-
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ing risks, i.e. risks of misstatement that could (individually 
or in combination with others) result in a material mis-
statement of the financial statements. for this assess-
ment, ToRM uses a top-down risk-based approach. The 
process starts with identification and assessment of the 
risks related to financial reporting, including possible 
changes to those risks compared to last year. In the  
process of identifying and assessing risks, knowledge and 
understanding of the business, the organisation, opera-
tions and process have been taken into  consideration as 
well as the size, complexity and organisational structure 
and financial reporting environment.  further, as part of 
the assessment of risks the entity-wide controls and the 
general IT controls are considered. The potential likeli-
hood of the risk occurring as well as the financial impact/
consequence have also been taken into consi deration.    
 Mapping: The material risks identified in the risk assess-•	
ment are mapped to the financial statements and to the 
existing internal controls to ensure that gaps between 
material risks and internal controls have not 
 materialised.  
 Monitoring: based on information from ToRM's subsi- •	
diaries and the parent company’s financial data, an inter-
nal financial report to the Management is prepared. The 
financial reporting and supporting documentation are con-
trolled on an ongoing basis. at the end of each quarter, an 
external financial statement is prepared and additional 
controls and analysis are performed compared to the 
monthly financial report. at the end of the year, additional 
controls and analyses are performed, primarily to ensure a 
correct and complete presentation in the annual Report 
for the company.
 Testing: ToRM ensures at least annually, by testing, that •	
there are no material weaknesses in the internal controls 
which could potentially lead to a material misstatement in 
the financial reporting.
 conclusion: at the end of the financial year, ToRM con-•	
cludes if any material weaknesses have been found in the 
internal controls covering the financial reporting. In the 
form 20-f filing for 2008 filed with the us securities and 
exchange commission on 25 june 2009, Management as 
well as the auditors concluded that there were no material 
weaknesses during 2008 and no areas of concern.  
Management’s conclusion and the auditors’ evaluation of 
the internal controls and the testing performed by Man-
agement regarding 2009 will be included in the form 20-f 
filing regarding 2009, which is expected to be filed with the 
sec in june 2010.

In addition to ensuring compliance with the relevant laws, 
ToRM believes that the increased focus on internal controls 
and risk management contribute positively to improving the 
efficiency of the company’s business procedures and 
 processes and thereby earnings both in the short and the long 
term.

wHIsTlebloweR facIlITy
as part of the internal control system, the board of Directors 
has set up a whistleblower facility facilitating the filing of  
complaints to an independent lawyer’s office, solicited by the 
board of Directors, concerning breaches of laws, regulations 
and good business conduct by ToRM representatives. ToRM 
encourages the reporting of any instances of the following:
1) fraud, including the provision or the endorsement of false 

or misleading statements about the company’s affairs.
2) criminal offence (actual or imminent).
3) violations of laws and regulations (actual or imminent).
4) actual or imminent intentional provision of incorrect  

information to public bodies.
5) unlawful behavior in connection with accounting, internal 

accounting controls or auditing matters, including, but not 
limited to:

 a. fraud or deliberate error in the preparation or  
maintenance of any financial statement or financial 
records of the company.

 b. non-compliance with internal accounting controls.
 c. Misrepresentation or false statement to or by an 

employee or accountant regarding a matter contained 
in the financial records, financial reports or audit 
reports of the company.

 d. Deviation from full and fair reporting of the company’s 
financial condition.

6) actual or imminent violation of rules of good and ethical 
behaviour.

7) actual or imminent intentional suppression, destruction or 
manipulation of information regarding the matters 
detailed in 1)-6) above.

Details of how to submit complaints are publicly available in 
english on ToRM’s website and intranet, and complaints may 
be filed anonymously.

The whisleblower facility is registred and approved by the  
Danish Data Protection agency.

coRPoRaTe GoveRnance  
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communication with the stock market must be timely and 
precise with equal access for all interested parties. The most 
important channels of communication are quarterly and annu-
al financial reports and other stock exchange announcements 
in which ToRM accounts for the company’s performance, 
strategy and market conditions. other channels include the 
company’s regular capital market contact through presenta-
tions, investor meetings and teleconferences. Roadshows are 
held mainly in copenhagen and in the major european and 
north american financial centres. 

The board of Directors and Management regularly discuss the 
markets’ expectations of ToRM’s results and receive regular 
feedback from investors and analysts on their views of the 
company.

for a three-week period prior to the publication of quarterly 
and annual financial statements, communication with 
 investors, analysts and the press is limited to issues of a  
general nature and no individual investor meetings are held.

sHaRe caPITal anD sHaReHolDeRs
ToRM’s share capital consists of 72.8 million shares of DKK 5 
each. The shares are issued to bearer and listed on nasDaQ 
oMx copenhagen and on nasDaQ in new york in the form of 
american Depositary Receipts (aDRs). The company has one 
class of shares, each share carrying one vote, and there are no 
restrictions on voting rights or ownership.

as of 31 December 2009, ToRM had some 17,000 registered 
shareholders representing 89.4% of the share capital. at the 
end of the year, approximately 3% of the share capital had 
been converted into aDRs. The following shareholders have 
reported to the company pursuant to section 29 of the Danish 
securities Trading act that they own more than 5% of the 
shares:

sHAREHOldER 
RelaTIons
ToRM communicates actively with shareholders and other stakeholders on 
issues that are relevant to achieving effective and fair share pricing.  

 beltest shipping company ltd. (cyprus), 32.2%.•	
 Menfield navigation company limited (cyprus), 20.0%.•	
 a/s Dampskibsselskabet ToRMs understøttelsesfond, •	
6.3%.

In addition, ToRM a/s holds 4.9% treasury shares.

at the end of 2009, the members of the board of Directors held 
a total of 77,927 shares, equivalent to a total market 
 capitalisation of DKK 4.0 million (usD 0.8 million).

The members of Management held a total of 4,800 shares, 
equivalent to a market capitalisation of DKK 0.2 million (usD 
0.0 million).

all employees are limited to trading shares for a four-week 
period after the publication of financial reports.

ToRM’s company’s registrar is vP securities, weidekamps-
gade 14, P.o. box 4040, DK-2300 copenhagen s, Denmark.

sHaRe PRIce PeRfoRMance anD TuRnoveR
In 2009, ToRM’s share price fell by 9%, ending the year at 50.7, 
against 55.5 at the end of 2008. net of the dividend paid of DKK 
4.0 per share, the total return on the shareholders’ investment 
was negative at 1%. The market capitalisation of the compa-
ny’s shares dropped to DKK 3.7 billion at the end of 2009, 
against DKK 4.0 billion at the end of 2008. The total daily turn-
over in the ToRM share averaged DKK 11 million in 2009 as 
compared with approximately DKK 29 million in 2008.
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DiviDenDs
The Company’s dividend policy states that up to 50% of the net 
profit for the year may be distributed as dividend, but the 
 dividend must always be considered in light of the Company’s 
capital structure, strategic developments, future obligations, 
market trends and shareholder interests. For 2009, the Board 
recommends to the annual General Meeting not to pay  
ordinary dividend. 

analysT COveRaGe
at the end of 2009, TORM was covered by 14 analysts, mainly 
from nordic investment banks. an updated list of their names 
and contact details is shown on the Company’s website  
(www.torm.com).

FinanCial CalenDaR 2010
11 March annual Report 2009
28 april annual General Meeting
20 May interim Report First Quarter
19 august interim Report First Half
18 november interim Report nine Months

an updated calendar is available on the Company's website  
(www.torm.com).

aCCess TO iR inFORMaTiOn
in the investor Relations section on the Company’s website, 
relevant information on the Company’s stock market commu-
nications and share price information can be found as well as 
the possibility to subscribe to the Company's news service. in 
2009, TORM issued a total of 18 announcements to the stock 
exchange. all announcements and financial reports can be 
viewed at or downloaded from the website in Danish and eng-
lish language versions.

TORM shaRe pRice 2009
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sHaReHOlDeR RelaTiOns 

IR contact

Sune S. Mikkelsen
E-mail: ssm@torm.com
Phone: +45 3917 9343

ABG Sundal Collier

Analyst: Lars Heindorff

Phone: +45 3318 6115

Carnegie Bank A/S

Analyst: Casper Blom

Phone: +45 3288 0245

Danske Equities

Analyst: Johannes Møller

Phone: +45  4512 8036

DNB NOR

Analyst: Henrik With

Phone: +47 2294 8542 

Enskilda Securities

Analysts:  

Ole G. Stenhagen/Steven Brooker

Phone: +47 2100 8527

Fearnley Fonds ASA

Analysts: Rikard Vabo

Phone: +47 2293 6000

Handelsbanken Capital Markets

Analyst: Dan Togo Jensen

Phone: +45 3341 8246

Jyske Bank

Analyst: Lars Terp Paulsen

Phone: +45 8989 7033

Nordea Markets

Analyst: Finn Bjarke Pedersen

Phone: +45 3333 5723

Nykredit Markets

Analyst: Ricky Steen Rasmussen

Phone: +45 4455 1012

Pareto Securities

Analyst: Martin Korsvold

Phone: +47 2287 8700

RS Platou

Analyst: Dag Kilen

Phone: +47 2201 6309

Standard & Poor's Equity Research

Analyst: Marco Troiano

Phone: +44 (0)20 7176 3964

Sydbank

Analyst: Jacob Pedersen

Phone: +45 7436 3549

analyStS covERIng toRM
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TORM 

FInancIal 
REviEw 2009 
TORM achieved a net loss for the year of uSD 17 million in 2009 compa-
red to a net profit of uSD 361 million in 2008 resulting in earnings per 
share (EpS) of uSD -0.3 in 2009 against uSD 5.2 in 2008. The result was 
lower than expected at the beginning of the year as the positive effect 
from the savings achieved in the Greater Efficiency power program 
only partly offset the negative impact from the significantly lower than 
expected freight rates in 2009 and an impairment loss of uSD 20 million 
on the investment in 50% of FR8.

The investment in 50% of FR8 is the latest major investment made by 
TORM within the product tanker market and the carrying amount of the 
investment was based on a higher average vessel cost price compared 
to similar vessel types in TORM’s own fleet. Consequently, it was more 
vulnerable to impairment and based on Managements review of the 
recoverable amount of assets as at 31 December 2009, the investment in 
50% of FR8 was impaired by uSD 20 million.   

The loss before tax for the year was uSD 19 million and apart from the 
impairment loss the result was in line with the profit before tax expected 
according to the latest announcement of around break-even.

Operating profit decreased by 89% to uSD 50 million in 2009 from uSD 
446 million in 2008. The lower profit compared to 2008 was primarily due 
to significantly lower freight rates affecting both the Tanker Division and 
the Bulk Division as well as our investments in jointly controlled entities, 
the impairment loss of uSD 20 million relating to FR8 and lower profit 
from sale of vessels.

TORM’s total assets decreased by uSD 90 million in 2009 to uSD 3,227 
million from uSD 3,317 million in 2008. The most significant develop-
ments behind this decrease were a net increase in the carrying amount 
of vessels including vessels held for sale, capitalized dry-docking and 
prepayments on vessels of uSD 110 million, a decrease in freight receiv-
ables and other receivables of uSD 113 million, a decrease in other 
financial assets mainly comprising derivative financial instruments of 
uSD 33 million and a decrease in cash and cash equivalents of uSD 46 
million.

Total equity decreased by uSD 32 million in 2009 to uSD 1,247 million 
from uSD 1,279 million in 2008. The decrease in equity was mainly due to 
fair value adjustment of derivative financial instruments treated as hed-
ging instruments of uSD 29 million, less the loss for the year of uSD 17 
million and less dividend paid out of uSD 49 million. TORM’s total liabili-
ties decreased by uSD 58 million in 2009 to uSD 1,980 million from uSD 
2,038 million in 2008 primarily due to an increase in mortgage debt and 
bank loans and financial lease liabilities of uSD 86 million, a de crease 
in trade payables of uSD 24 million, a decrease in acquired liabilities 
related to options on vessels and time charter contracts of uSD 18 mil-
lion and a decrease in other liabilities of uSD 97 million mainly due to 
settlement of liabilities relating to derivative financial instruments.

GROSS PROFIT (neT eaRnInGS FROm ShIPPInG acTIvITIeS)
TORM’s total revenue in 2009 was uSD 862 million as compared to uSD 
1,184 million in the previous year. TORM’s revenue derives from two 
segments: The Tanker Division and the Bulk Division. in the markets in 
which these divisions operate, the time charter equivalent (TCE) rates, 
defined as revenue less voyage expenses divided by the number of 
available earning days (days available for service), are used to compare 
freight rates. under time charter contracts the charterer pays for the 
voyage expenses, whereas the shipowner pays for the voyage expenses 
under voyage charter contracts. A charterer basically has the choice of 

entering into either a time charter (which may be a one-trip time charter) 
or a voyage charter. TORM is neutral to the charterer’s choice, because 
the Company will base its economic decisions primarily upon the 
expected TCE rates rather than on expected net revenues. The analysis 
of revenue is therefore primarily based on the development in time char-
ter equivalent earnings. TORM’s time charter equivalent earnings in 2009 
were uSD 633 million compared to uSD 906 million in 2008. The decre-
ase in the TCE earnings was primarily due to significantly lower freight 
rates in both the Tanker Division and the Bulk Division, in particular in 
the panamax bulk business area and the MR and LR2 tanker business 
areas, which was only partly offset by an increase in the number of avai-
lable earning days in the MR and LR2 tanker business areas.

TankeR DIvISIOn
Revenue in the Tanker Division decreased by 19% to uSD 745 million 
from uSD 923 million in 2008, whereas the time charter equivalent 
 earnings decreased by uSD 137 million or 21% to uSD 520 million in 
2009 from uSD 657 million in the previous year.

in 2009, the Company did not add any vessels in the LR2 business area, 
but the additions in 2008 had full effect in 2009 which was the primary 
reason for the increase in the number of available earning days by 800 
days or 20%, resulting in an increase in earnings of uSD 28 million. 
The average freight rates dropped by 48% from the high levels in 2008 
 resulting in a decrease in earnings by uSD 80 million.

in the LR1 business area, the fleet was almost unchanged from 2008 
with only one vessel being delivered on time charter late in the year 
 whereas the average freight rates decreased by 24% from the previous 
year reducing earnings by uSD 44 million.

in the MR business area, four newbuildings were delivered to the fleet 
of owned vessels. The Company also took delivery of three chartered-
in newbuildings and with the deliveries in 2008, which had full effect in 
2009, this was the main reason for the increase in the number of availa-
ble earning days of 3,419 days or 32%, which increased earnings by uSD 
81 million. The average freight rates decreased by 34% from the previous 
year, reducing earnings by uSD 114 million.

in the SR business area, the Company added one vessels to the owned 
fleet, increasing the number of available earning days by 4% from the 
previous year and resulting in an increase in earnings of uSD 4 million. 
The average freight rates decreased by 13% from the previous year, 
reducing earnings by uSD 12 million.

Bulk DIvISIOn
in the Bulk Division, revenue decreased by 55% to uSD 117 million from 
uSD 260 million in the previous year, and the time charter equivalent 
earnings similarly decreased by 54% or uSD 136 million to uSD 113 mil-
lion from uSD 249 million in 2008.

Freight rates in the panamax business area were on average 63% lower 
than in 2008, reducing earnings by uSD 151 million. in this business 
area, the Company sold six vessels, two of which will be delivered to 
the owner in 2010, and took delivery of two newbuildings on long-term 
time charters. One of the sold vessels was subseguently chartered in on 
market terms. Together with the full impact of the additions in 2008, the 
net effect was a decrease in the number of available earning days of 4%, 
reducing earnings by uSD 11 million.
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The increase in the time charter equivalent earnings in the Tanker Division and the Bulk Division can be summarized as illustrated in the table below.

chanGe In TIme chaRTeR equIvalenT eaRnInGS
Tanker Bulk

USD million un- Division Division
SR mR lR1 lR2 allocated Total Panamax Total

Time charter equivalent earnings 2008 92 250 179 138 -2 657 249 906
Change in number of earning days 4 81 2 28 115 -11 104
Change in freight rates -12 -114 -44 -80 -250 -151 -401
Other -2 -2 26 24
Time charter equivalent earnings 2009 84 217 137 86 -4 520 113 633

un-allocated earnings in the Tanker Division comprise fair value adjustment of freight and bunker derivatives, which are not designated as 
hedges, and gains and losses on freight and bunker derivatives, which are not entered for hedge purposes. un-allocated earnings in the Bulk 
Division comprise a compensation for lost income upon early redelivery of vessels.

The table below summarizes the earnings data per quarter.

Tce eaRnInGS DaTa

USD/day 2008 2009 % change
Full year Q1 Q2 Q3 Q4 Full year Full year

TankeR DIvISIOn
lR2/aframax vessels
Available earning days 3,908 1,167 1,179 1,190 1,173 4,709 20%
TCE per earning day from the LR2 pool 35,903 24,192 17,145 18,401 20,331 20,059 -44%
TCE per earning day *) 35,243 21,977 15,785 17,406 18,356 18,370 -48%

lR1/Panamax vessels
Available earning days 7,399 1,864 1,756 1,835 2,025 7,480 1%
TCE per earning day from the LR1 pool 30,677 22,503 15,577 15,036 14,304 17,069 -44%
TCE per earning days *) 24,204 21,755 18,491 16,514 16,516 18,284 -24%

mR vessels
Available earning days 10,530 3,174 3,344 3,602 3,829 13,949 32%
TCE per earning day from the MR pool 24,926 20,201 14,712 14,974 11,521 15,207 -39%
TCE per earning days *) 23,721 19,802 15,363 15,349 12,417 15,561 -34%

SR vessels
Available earning days 4,382 1,145 1,135 1,160 1,103 4,543 4%
TCE per earning days *) 21,135 20,963 17,483 18,378 16,894 18,446 -13%

Bulk DIvISIOn
Panamax vessels
Available earning days 5,648 1,458 1,496 1,255 1,204 5,413 -4%
TCE per earning days *) 44,012 13,929 13,756 17,968 19,690 16,099 -63%

*)  TCE = Time Charter Equivalent Earnings = Gross freight income less bunker, commissions and port expenses
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Earnings in the Bulk division include an income of uSD 26 million in 
compensation for lost income received from a customer early in the year 
upon premature delivery to TORM of four panamax vessels.
 
OPeRaTIOn OF veSSelS
vessels chartered in on time charters do not give rise to operating 
expenses for TORM, but only to charter hire payments. As compared 
to 2008, charter hire in the Tanker Division increased by uSD 29 mil-
lion to uSD 163 million in 2009, whereas charter hire paid in the Bulk 
Division decreased by uSD 2 million to uSD 58 million. The increase in 
the Tanker Division of 39% was primarily caused by an increase in the 
number of available earning days from vessels chartered in compared 
to 2008.

The operating expenses for the owned vessels decreased by uSD 4 mil-
lion to uSD 170 million in 2009 despite an increase in the number of 
 operating days of 7% which increased operating expenses by uSD 13 
million. 
 
During 2009, TORM has with great success initiated a program named 
Greater Efficiency power aimed at achieving sustainable cost savings, 
but especially at optimizing our operating efficiency, gearing the 
Company for further growth. The program targets all areas within the 
operation of vessels as well as general administrative expenses. within 
operating expenses Greater Efficiency power has especially been focused 
on defining optimal manning and maintenance standards and centrali-
zing procurement processes. The Company managed to reduce the ave-
rage operating expenses per operating day by 9% compared to 2008. This 
caused a decrease in the operating expenses of uSD 16 million despite a 
negative impact of uSD 1 million from a lower uSD/DKK exchange rate. 
The average operating expenses per operating day during Q4 2009 were 
12% lower than during Q4 2008 which is an even clearer illustration of 
the positive results achieved by the Greater Efficiency power program. 
The savings have been achieved without reducing the number of vessels 
with Danish crews. 

The total fleet of owned vessels had 151 off-hire days corresponding to 
six per thousand of the number of operating days in 2009 compared to 
170 off-hire days corresponding to eight per thousand of the number of 
operating days in 2008. The Company considers the level of off-hire days 
to be satisfactory.

aDmInISTRaTIve eXPenSeS anD OTheR OPeRaTInG IncOme 
The total administrative expenses decreased from 2008 to 2009 by 
uSD 12 million to uSD 78 million despite a negative impact from the 
lower uSD/DKK rate of uSD 3 million. The main effects of the Greater 
Efficiency power program was a re-organization of the global set-up of 
crew and fleet management as well as support functions, resulting in 
a reduction in the land-based staff of 10%. The re-organization did not 
impact the administrative expenses in 2009, but will have an impact in 
the coming years. Expenses relating to the incentive scheme decreased 
by uSD 12 million compared to 2008. 

Other operating income primarily comprises chartering commissions 
received by TORM in connection with the management of the three tan-
ker pools. Other operating income amounted to uSD 7 million in 2009 
compared to uSD 14 million in 2008. The decrease was related to a 
reduction in pool management commissions as a result of the signifi-
cantly lower freight rates compared to 2008 and a reduction in technical 
management fees due to terminated agreements.

FInancIal IncOme anD eXPenSeS
Net financial items in 2009 were uSD -69 million compared to uSD 
-86 million in 2008 corresponding to a decrease of uSD 17 million. The 
most significant reasons for this change were a reduction in net interest 
expenses of uSD 21 million to uSD 52 million in 2009, a negative impact 
compared to 2008 from currency exchange and fair value adjustments on 
derivative financial instruments of uSD 4 million. 

Fair value adjustments in 2009 include a negative adjustment of uSD 26 
million relating to purchase options acquired in 2007 as part of the OMi 
acquisition.

TaX
Tax for the year amounted to an income of uSD 2 million compared to 
an income of uSD 1 million in 2008. The tax for 2009 comprises current 
tax expense for the year of uSD 3 million which was unchanged from 
the previous year and an income of uSD 5 million due to an adjust-
ment to the estimated tax liabilities for the previous years compared 
to an income of uSD 4 million in 2008. The deferred tax liability as at 
31 December 2009 was uSD 55 million which was unchanged from the 
previous year.

All significant Danish entities in the TORM Group entered into the ton-
nage taxation scheme with effect from 2001 and have filed tax returns 
for 2001 through to 2008. The Company has filed a complaint regarding 
the assessments by the tax authorities of the tax returns for the years 
2001 to 2005, and the assessments for 2006 to 2008 have not been com-
pleted. The National income Tax Tribunal Office has issued a draft ruling 
on TORM´s tax case, and the Company has adjusted the tax provisions 
downwards accordingly.

As the final ruling on the tax case and the assessment of three years of 
tax returns are still pending, the recognized current tax liabilities are to a 
great extent based on Management’s judgement regarding the outcome 
of the complaint and the assessment. TORM paid uSD 4 million in corpo-
ration tax on account in 2009 regarding these entities.

veSSelS anD DRY-DOckInG
The increase in tangible fixed assets of uSD 67 million to uSD 2,679 mil-
lion in 2009 is attributable to the change in the number of vessels and 
capitalized dry-docking and in prepayments on vessels. The carrying 
value of vessels and capitalized dry-docking increased by uSD 64 million 
to uSD 2,390 million. The addition of new tonnage amounted to a total 
acquisition cost of uSD 266 million consisting of four MR and one SR 
tanker newbuildings.

Six panamax bulk carriers - of which two were built in 1997, two in 2001,  
one in 2003 and one in 2005 - representing a total carrying amount of 
uSD 81 million were sold during the year. Two of these vessels will not 
be delivered until 2010, and the carrying amount totalling uSD 44 mil-
lion was transferred to non-current assets held for sale. prepayments 
on vessels increased by uSD 1 million to uSD 274 million due to addi-
tional costs relating to vessels under construction of uSD 237 million 
less the above-mentioned newbuilding deliveries of uSD 236 million. 
Depreciations regarding tangible fixed assets amounted to uSD 133 mil-
lion in 2009 as compared to uSD 121 million in 2008.

As at 31 December 2009, TORM’s newbuilding programme comprised 11 
MR tankers and four bulk carriers to be delivered during 2010 to 2012. 

InveSTmenTS In enTITIeS IncluDInG JOInTlY cOnTROlleD 
enTITIeS (FR8)
The carrying value of the investment in and loans to jointly controlled 
entities was uSD 162 million as at 31 December 2009 compared to uSD 
173 million as at 31 December 2008.

The carrying amount was reduced by an impairment loss of uSD 20 
million relating to the investment in 50% of FR8. please refer to page 
54 and note 9 for a discussion of the impairment testing performed by 
Management.

The share of results of jointly controlled entities in 2009 was a loss of 
uSD 2 million, of which a loss of uSD 5 million derived from FR8, com-
pared to an income of uSD 27 million in 2008, of which uSD 27 million in 
profit and acquisition cost adjustment derived from FR8.
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The development in the operating expenses can be summarized as illustrated in the table below.

USD million

OPeRaTInG eXPenSeS Tanker Division Bulk Division
SR MR LR1 LR2 panamax unallocated Total

Operating expenses 2008 24 77 26 30 15 2 174
Change in operating days 2 7 0 6 -2 13
Change in Operating expenses per day 1 -7 -3 -5 -2 -16
Other -1 -1
Operating expenses 2009 27 77 23 31 11 1 170

Operating expenses per day of uSD 6,937 and uSD 7,583 in 2009 and 2008, respectively, can be distributed on types of costs as illustrated in the figure 
below.
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The table below summarizes the operating data for the Company’s fleet of owned and bareboat chartered vessels.

OPeRaTInG DaTa Tanker Division Bulk Division 2009
SR MR LR1 LR2 panamax Total

Operating expenses per operating day in 2008 6,548 7,918 7,891 8,211 6,371 7,583
Operating expenses per operating day in 2009 6,817 7,286 6,935 7,177 5,290 6,937
Change in operating expenses per operating
day in % 4% -8% -12% -13% -17% -9%

Operating days in 2009 3,993 10,584 3,285 4,380 2,017 24,259
  - Off-hire -23 -77 -7 -31 -13 -151
  - Dry-docking -64 -29 -56 0 -73 -222
  + vessels chartered in 637 3,471 4,258 360 3,482 12,208
Available earning days in 2009 4,543 13,949 7,480 4,709 5,413 36,094
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The Company holds minority investments in unlisted entities with an 
aggregate carrying amount of uSD 3 million as at 31 December 2009, 
which is unchanged from the previous year. The carrying amount of the 
unlisted shares is based on the estimated fair value computed and pre-
pared using available information.

aSSeSSmenT OF ImPaIRmenT OF aSSeTS
During 2009, TORM observed indications of potential impairment of the 
Company’s assets in the form of a negative development in freight rates 
and vessel prices. As a consequence, Management as usual performed 
an impairment review every quarter and presents the outcome to the 
Audit Committee. The Audit Committee evaluates the impairment review 
and prepares a recommendation to the Board of Directors. The reco-
verable amount of the assets is reviewed by assessing the net selling 
price and the value in use for the significant assets within the two cash 
generating units the Tanker Division and the Bulk Division, and for the 
investment in 50% of FR8. 

As at 31 December 2009, Management concluded that the assets within 
the Tanker Division and the Bulk Division were not impaired whereas 
the carrying amount of the investment in 50% of FR8 should be reduced 
by an impairment loss of uSD 20 million to the calculated recoverable 
amount of uSD 115 million.

in the assessment of the net selling price, Management included a 
review of market values derived as the average of three internationally 
acknowledged shipbrokers’ valuations. The shipbrokers’ primary inputs 
are deadweight tons, yard and age of the vessel.

The assessment of the value in use was based on the present value of 
the expected future cash flows derived from discounted cash flow cal-
culations. The underlying assumptions for the discounted cash flow cal-
culations are presented in note 9 on page 76. The key assumptions are 
considered to be related to the future development in freight rates and to 
the wACC applied as discounting factor in the calculations.

Management recognizes that the discounted cash flow calculations are 
sensitive to changes in the key assumptions and has assessed the sensi-
tivities as follows:

•	 Freight	rates	in	the	product	tanker	market	and	the	bulk	market	are	
very volatile. Management believes that even significant short-term, 
i.e. one to two years, reductions in freight rates would not cause 
the carrying amount to exceed the recoverable amount of any of the 
cash generating units. However, should a permanent downwards 
shift in the freight rate levels in excess of 10% occur, the carrying 
amount might exceed the recoverable amount of the Tanker Division 
resulting in impairment of assets.

•	 The	calculation	of	WACC	is	not	as	volatile	as	the	freight	rates,	but	
if TORM’s financial position became stretched it could imply an 
i ncrease in the cost of capital and the risk premium on the stock 
which in turn could adversely affect the wACC. A change in the 
wACC of 2%-point would not affect the conclusion that the assets 
within the Tanker Division and the Bulk Division were not impaired. 

vessel values in the product tanker market have continued to be under 
pressure in the beginning of 2010, and the Company will continue to 
monitor the development at a quarterly basis for indications of impair-
ment.

lIquIDITY anD caPITal ReSOuRceS
The invested capital increased by uSD 104 million to uSD 2,926 million 
as at 31 December 2009, from uSD 2,822 million as at 31 December 
2008. The increase can primarily be explained by the net addition of ton-
nage during the year.

The Company monitors the equity adequacy using gearing ratios, 
primarily the equity ratio, which is equity divided by total assets. The 
Company’s policy is to maintain the equity ratio above 30% both when 

executing short-term business activities and when considering strategic 
initiatives and planning long-term investments. As at 31 December 2009, 
the equity ratio was 39% which is unchanged from the previous year.

Equity decreased by uSD 32 million in 2009 to uSD 1,247 million as at 
31 December 2009 from uSD 1,279 million in 2008. The decrease in 
equity was mainly due to fair value adjustment of derivative financial 
instruments treated as hedging instruments of uSD 29 million, less the 
loss for the year of uSD 17 million and less dividend paid out of uSD 49 
million.

The payment of the Company’s obligations under loan agreements, along 
with the payment of charter hire for chartered-in vessels and all other 
commitments that TORM has entered into, are paid out of the cash gene-
rated by the Company. Total cash and cash equivalents amounted to uSD 
122 million at the end of 2009 against uSD 168 million at the end of 2008, 
resulting in a net decrease in cash and cash equivalents for the year of 
uSD 46 million compared to a net increase of uSD 63 million in 2008. 
The primary sources of the cash flow were profit from operating activi-
ties, proceeds from the sale of vessels and additional borrowings, which 
contributed a total of uSD 563 million in cash.

The cash flows were primarily used to finance the acquisition of further 
additions to the fleet, to repay mortgage debt and bank loans and to pay 
dividend to shareholders during the year, which required a total of uSD 
620 million in cash.

The Company’s operations generated a cash inflow of uSD 116 million 
in 2009 compared to an inflow of uSD 385 million in 2008. The Company 
did not invest in equity interests in 2009 whereas uSD 115 million was 
invested in the acquisition of a 50% stake in the shipping company FR8 in 
2008. in addition, the Company invested uSD 289 million in tangible fixed 
assets during the 2009, primarily comprising the expansion of the fleet, 
compared to uSD 378 million in 2008. The Company generated uSD 78 
million in cash flow from the sale of non-current assets, primarily ves-
sels, in 2009 compared to uSD 169 million in 2009.

The total cash inflow from financing activities amounted to uSD 37 milli-
on compared to a cash outflow of uSD 59 million in 2008. Additional bor-
rowings generated inflow of uSD 368 million which was primarily used 
for the repayment on mortgage debt and bank loans amounting to uSD 
283 million and for the financing of the newbuilding program. Dividend 
payments to TORM’s shareholders, which in 2009 amounted to uSD 49 
million, also affected cash flow from financing activities.

As at 31 December 2009, TORM had entered into credit agreements with 
leading banks with a total commitment of uSD 2,132 million, of which 
uSD 1,781 million was drawn. Of the total borrowings of uSD 1,781 mil-
lion, uSD 1,642 million was bearing variable interest. The credit agree-
ments are dedicated to the financing of new tonnage and to the ongoing 
financing of some of the existing vessels.

For the 15 vessels in the current newbuilding program payments cor-
responding to approximately 37% of the aggregate contract price of uSD 
728 million have been made. The total outstanding contractual commit-
ment under the newbuilding program amounted hereafter to uSD 455 
million as at 31 December 2009.

TORM believes that based on available cash and loan facilities, planned 
investments and projected operating cash flows in the next 12 months, 
the Company has sufficient cash flow to meet the operating require-
ments and cash flow obligations.
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USD '000

Note 2009 2008

Revenue 862,251 1,183,594
port expenses, bunkers and commissions -217,356 -264,050
Freight and bunker derivatives -11,952 -13,586

Time charter equivalent earnings 632,943 905,958

Charter hire -220,880 -193,829
Operating expenses 4 -169,556 -174,333

Gross profit (net earnings from shipping activities) 3 242,507 537,796

profit from sale of vessels 33,145 82,813
Administrative expenses 4,5 -78,194 -89,906
Other operating income 7,331 14,493
Share of results of jointly controlled entities 29 -2,256 27,122

eBITDa 202,533 572,318

impairment losses on jointly controlled entities 9 -20,000 0
Depreciation and impairment losses 7,8,9 -132,775 -126,068

Operating profit (eBIT) 49,758 446,250

Financial income 10 6,090 16,175
Financial expenses 10 -74,896 -102,354

Profit/(loss) before tax -19,048 360,071

Tax expenses 13 1,686 1,279

net profit/(loss) for the year -17,362 361,350

2009 2008

earnings/(loss) per share
Earnings/(loss) per share (uSD) 30 -0.3 5.2 
Earnings/(loss) per share (DKK)* -1.3 26.6 
Diluted earnings/(loss) per share (uSD) 30 -0.3 5.2 
Diluted earnings/(loss) per share (DKK)* -1.3 26.5 

* Calculated from USD to DKK at the average USD/DKK exchange rate for the relevant period.

The accompanying notes are an integrated part of these financial statements.

cOnSOlIDaTeD 
iNCOME  STATEMENT 

1 jANuARy - 31 DECEMBER 



TORM ANNuAL REpORT 200956

USD '000

2009 2008

net profit/(loss) for the year -17,362 361,350

Other comprehensive income:
Exchange rate adjustment arising on translation
    of entities using a measurement currency
    different from uSD 1 -42
Fair value adjustment on hedging instruments 26,455 -56,478
value adjustment on hedging instruments transferred
    to income statement 4,127 15,177
value adjustment on hedging instruments transferred
    to assets -1,203 0
Fair value adjustment on available for sale investments 1,545 -4,796
Transfer to income statement on sale of available 
    for sale investments -3,681 -2,578
Other comprehensive income after tax 27,244 -48,717

Total comprehensive income for the year 9,882 312,633

The accompanying notes are an integrated part of these financial statements.

1 jANuARy - 31 DECEMBER 

cOnSOlIDaTeD STaTemenT 
OF  COMpREHENSivE iNCOME 
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USD '000

Note 2009 2008

aSSeTS
nOn-cuRRenT aSSeTS
Intangible assets
Goodwill 89,184 89,184
Other intangible assets 2,269 2,451

7, 9 91,453 91,635

Tangible fixed assets
Land and buildings 3,687 3,713
vessels and capitalized dry-docking 17 2,390,391 2,325,863
prepayments on vessels 273,860 272,731
Other plant and operating equipment 10,734 9,214

8, 9 2,678,672 2,611,521

Financial assets
investments in jointly controlled entities 9, 29 122,968 130,468
Loans to jointly controlled entities 38,766 42,158
Other investments 6 3,190 6,387
Other financial assets 24 8,500 31,002

173,424 210,015

Total non-current assets 2,943,549 2,913,171

cuRRenT aSSeTS
Bunkers 24,618 18,302
Freight receivables, etc. 11 62,084 120,166
Other receivables 12 16,825 72,013
Other financial assets 24 400 10,700
prepayments 13,558 14,684
Cash and cash equivalents 121,824 168,317

239,309 404,182

Non-current assets held for sale 28 44,353 0

Total current assets 283,662 404,182

TOTal aSSeTS 3,227,211 3,317,353

The accompanying notes are an integrated part of these financial statements.

AT 31 DECEMBER 

cOnSOlIDaTeD 
BALANCE  SHEET 



TORM ANNuAL REpORT 200958

USD '000

Note 2009 2008

equITY anD lIaBIlITIeS
equITY
Common shares 14 61,098 61,098
Treasury shares 14 -18,118 -18,118
Revaluation reserves -2,242 -106
Retained profit 1,205,146 1,209,540
proposed dividend 0 55,100
Hedging reserves -3,258 -32,637
Translation reserves 4,073 4,072

Total equity 1,246,699 1,278,949

lIaBIlITIeS
non-current liabilities
Deferred tax liability 13 54,951 55,117
Mortgage debt and bank loans 15, 17 1,629,250 1,505,797
Finance lease liabilities 20 31,754 0
Acquired liabilities related to options on vessels 24 1,885 10,672
Acquired time charter contracts 23 61 3,864
Total non-current liabilities 1,717,901 1,575,450

current liabilities
Mortgage debt and bank loans 15, 17 141,520 212,368
Finance lease liabilities 20 1,808 0
Trade payables 24,993 48,960
Current tax liabilities 5,664 9,709
Other liabilities 16 82,891 179,823
Acquired liabilities related to options on vessels 24 1,801 0
Acquired time charter contracts 23 3,803 11,150
Deferred income 131 944
Total current liabilities 262,611 462,954

Total liabilities 1,980,512 2,038,404

TOTal equITY anD lIaBIlITIeS 3,227,211 3,317,353

Accounting policies 1-2
Collateral security 17
Guarantee and contingent liabilities 18
Contractual liabilities 19
Finance lease liabilities - as lessee 20
Time charter contracts 21
purchase options on vessels 22
Acquired time charter contracts 23
Derivative financial instruments 24
Risks associated with TORM’s activities 25
Financial instruments 26
Related party transactions 27
Non-current assets held for sale 28
Entities in the Group 29
Earnings per share 30
Appropriation on net profit for the year incl. proposed dividend 31
Cash flows 32

The accompanying notes are an integrated part of these financial statements.

AT 31 DECEMBER 

cOnSOlIDaTeD 
BALANCE  SHEET 
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USD million Common
shares

Treasury
shares

Retained
profit

proposed
dividends

Revaluation
reserves

Hedging
reserves

Translation
reserves Total

equITY
Balance at 1 January 2008 61.1 -18.1 953.6 64.5 7.3 8.7 4.1 1,081.2

changes in equity 2008:
Extraordinary dividends paid -61.5 -61.5
Extraordinary dividends paid on treasury shares 3.0 3.0
Dividends paid -68.6 -68.6
Dividends paid on treasury shares 3.3 3.3
Exchange rate adjustment on dividends paid -4.1 4.1 0.0
Share-based compensation 8.9 8.9
proposed dividends for the financial year -55.1 55.1 0.0
Total comprehensive income for the year 361.4 -7.4 -41.4 312.6
Total changes in equity 2008 0.0 0.0 255.9 -9.4 -7.4 -41.4 0.0 197.7

equity at 31 December 2008 61.1 -18.1 1,209.5 55.1 -0.1 -32.7 4.1 1,278.9

changes in equity 2009:
Dividends paid -51.2 -51.2
Dividends paid on treasury shares 2.5 2.5
Exchange rate adjustment on dividends paid 3.9 -3.9 0.0
Share-based compensation 6.6 6.6
proposed dividends for the financial year 0.0 0.0
Total comprehensive income for the year -17.4 -2.1 29.4 9.9
Total changes in equity 2009 0.0 0.0 -4.4 -55.1 -2.1 29.4 0.0 -32.2

equity at 31 December 2009 61.1 -18.1 1,205.1 0.0 -2.2 -3.3 4.1 1,246.7

The accompanying notes are an integrated part of these financial statements.

 

cOnSOlIDaTeD STaTemenT OF 
CHANGES  iN EQuiTy 
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USD ’000

Note 2009 2008

caSh FlOW FROm OPeRaTInG acTIvITIeS

Operating profit 49,758 446,250

Adjustments:
Reversal of profit from sale of vessels -33,145 -82,813
Reversal of depreciation and impairment losses 132,775 126,067
Reversal of impairment of jointly controlled entities 20,000 0
Reversal of share of results of jointly controlled entities 2,256 -27,122
Reversal of other non-cash movements 32 1,270 -7,786

Dividends received 75 1,337
Dividends received from jointly controlled entities 3,050 3,930
interest received and exchange rate gains 5,168 13,439
interest paid and exchange rate losses -56,944 -84,332
income taxes paid/repaid -2,726 -4,199
Change in bunkers, accounts receivables and payables -5,284 -78

net cash flow from operating activities 116,253 384,693

caSh FlOW FROm InveSTInG acTIvITIeS
investment in tangible fixed assets -288,812 -377,786
investment in equity interests and securities -5 -133,917
Loans to jointly controlled entities 4,688 69,589
payment of liability related to options on vessels 0 -11,017
Received share on options on vessels 1,500 4,298
Sale of equity interests and securities 4,747 17,365
Sale of non-current assets 78,486 169,067

net cash flow from investing activities -199,396 -262,401

caSh FlOW FROm FInancInG acTIvITIeS
Borrowing, mortgage debt and finance lease liabilities 368,041 1,020,699
Repayment/redemption, mortgage debt and finance lease liabilities -282,671 -955,872
Dividends paid -48,720 -123,785

cash flow from financing activities 36,650 -58,958

net cash flow from operating, investing and financing activities -46,493 63,334

cash and cash equivalents at 1 January 168,317 104,983

cash and cash equivalents at 31 December 121,824 168,317
Of which used as collateral 0 0

121,824 168,317

The accompanying notes are an integrated part of these financial statements.

 

cOnSOlIDaTeD 
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accOunTInG POlIcIeS
The annual report has been prepared in accordance with the 
international Financial Reporting Standards as adopted by the Eu and 
the disclosure requirements for Danish listed companies’ financial 
reporting.

The annual report also complies with the international Financial 
Reporting Standards (iFRS) issued by the international Accounting 
Standards Board (iASB).

The financial statements are prepared in accordance with the  historical 
cost convention except where fair value accounting is specifically 
required by iFRS.

The functional currency in all major entities is uSD, and the Company 
applies uSD as presentation currency in the preparation of financial 
statements.

chanGeS In accOunTInG POlIcIeS anD PReSenTaTIOn
TORM has implemented the following changes to standards and inter-
pretations in the annual report for 2009:
•	 Amendment	to	IFRS	7	“Financial	Instruments:	Disclosures”.	The	

amendment enhances disclosures about fair value and liquidity risk. 
•	 Amendment	to	IAS	1	“Presentation	of	Financial	Statements”.	The	

most notable changes in comparison to the former version of iAS 1 
are:
•	 A	requirement	that	”comprehensive	income”	is	presented	

either in a single statement or in two statements (an income 
statement and a statement of comprehensive income, in 
which net profit for the year is included in one line). The state-
ment of changes in equity can no longer include elements of 
 comprehensive income, but only the total of this statement.

•	 When	changes	in	accounting	policies	or	restatements	have	
occured, a statement of financial position (balance sheet) at the 
beginning of the comparative period is presented (i.e. two years 
comparative figures).

•	 A	requirement	for	information	regarding	the	tax	effect	of	each	
item	in	”other	comprehensive	income”.

•	 A	requirement	of	disclosure	of	amounts,	which	are	reclassified	
from other comprehensive income to net profit for the year 
(“recycling”).

•	 The	terminology	regarding	the	financial	statements	in	
 accordance with iFRS is changed.

•	 Amendment	to	IAS	23	”Borrowing	Costs”.	The	amendment		prohibits	
immediate expensing of borrowing costs relating to qualifying 
assets.

•	 Amendment	to	IAS	27	”Consolidated	and	Separate	Financial	
Statements”	relating	to	cost	of	an	investment	on	first-time		adoption.	

in addition, TORM implemented a number of smaller changes and 
 clarifications issued by iASB during 2008 including changes to iFRS 5, 
iAS 16, iAS 20, iAS 40 and iFRiC 12-18.

The implementation of the changes to standards and interpretations did 
not affect TORM’s accounting policies. However, the Company has revi-
sed its presentation and disclosures of financial statements as a result 
of the  amendments to iAS 1 and iFRS 7.

accOunTInG STanDaRDS anD InTeRPReTaTIOnS nOT YeT 
aDOPTeD
iASB has issued the following changes to standards which have not yet 
been adopted:
•	 Revised	IFRS	3	”Business	Combinations”	and	consequential	

amendments to iAS 27, iAS 28 and iAS 31. The revised standard 

and amendments will affect the treatment of future business 
 combinations.

•	 Amendment	to	IAS	32	“Financial	Instruments:	Presentation”.	The	
amendment is not expected to affect TORM.

•	 Amendments	to	IAS	39	“Financial	Instruments:	Recognition	and	
Measurement”:	“Eligible	Hedged	Items”,	“Reclassification	of	
Financial	Assets:	Effective	Date	and	Transition”,	and	“Embedded	
Derivatives”.	The	amendments	are	not	expected	to	affect	the	
Company.

TORM will implement these changes when they become effective in 2010 
and 2011. 

Furthermore, iASB has issued the following standards and changes to 
standards which become effective on or after 1 january 2010 but have 
not yet been adopted by the Eu:
•	 Amendments	to	IFRS	1	“First	Time	Adoption	of	International	

Financial	Reporting	Standards”	relating	to	oil	and	gas	assets	and	to	
limited exemptions from comparative iFRS 7 disclosures.

•	 Amendment	to	IFRS	2	“Share-Based	Payment”	relating	to	group	
cash-settled share-based payments.

•	 IFRS	9	“Financial	Instruments	-	Classification	and	Measurement”.	
The standard is the first phase in the replacement of iAS 39.

•	 Amendment	to	IAS	24	“Related	Party	Disclosures”	revising	the	
de finition of related parties. 

•	 A	number	of	smaller	changes	and	clarifications	during	2009	as	part	
of the improvement project, including changes to iFRS 2, iFRS 5, 
iFRS 8, iAS 1, iAS 7, iAS 17, iAS 38 and iAS 39.

TORM expects that the implementation of these standards and changes 
to standards will not materially affect the Company’s financial state-
ments.

keY accOunTInG POlIcIeS
The Management considers the following to be the most important 
accounting policies for the TORM Group.

PaRTIcIPaTIOn In POOlS
TORM generates its revenue from shipping activities, which to a large 
extent are conducted through pools. Total pool revenue is generated 
from each vessel participating in the pools in which the Group partici-
pates and is based on either voyage or time charter parties. The pool 
measures net revenues based on the contractual rates and the duration 
of each voyage, and net revenue is recognised upon delivery of service in 
accordance with the terms and conditions of the charter parties.

The pools are regarded as jointly controlled operations, and the 
Company’s share of the income statement and balance sheet in the 
respective pools is accounted for by recognizing a proportional share, 
based on participation in the pool, combining items of uniform nature.

The Company’s share of the revenues in the pools is primarily dependent 
on the number of days the Company’s vessels have been available for 
the pools in relation to the total available pool earning days during the 
period.

TORM acts as pool manager for three pools in which the Company is 
participating with a significant number of vessels. As pool manager 
TORM receives a chartering commission income to cover the expenses 
associated with this role. The chartering commission income is cal-
culated as a fixed percentage of the freight income from each charter 
agreement. if the pool does not earn any freight income, TORM will not 
receive any commission income. The commission income is recognised 
in	the	income	statement	under	“Other	operating	income”	simultaneously	
with the recognition of the underlying freight income in the pool.



TORM ANNuAL REpORT 200962

nOTe 1 - cOnTInueD

cROSS OveR vOYaGeS
Revenue is recognised upon delivery of service in accordance with the 
terms and conditions of the charter parties. For cross over voyages 
(voyages in progress at the end of a reporting period) the uncertainty and 
the dependence on estimates are greater than for concluded voyages. 
The Company recognises a percentage of the estimated revenue for the 
voyage equal to the percentage of the estimated duration of the voyage 
completed on the balance sheet date. The estimate of revenue is based 
on the expected duration and destination of the voyage. voyage expenses 
are recognised as incurred. 

when recognizing net revenue, there is a risk that the actual number 
of days it takes to complete the voyage will differ from the estimate, 
and for time charter parties a lower day rate may have been agreed 
for a dditional days. The contract for a single voyage may state several 
alternative destination ports. The destination port may change during 
the voyage, and the rate may vary depending on the destination port. 
Changes to the estimated duration of the voyage as well as changing 
destinations and weather conditions will affect the voyage expenses.

DemuRRaGe RevenueS
Freight contracts contain conditions regarding the amount of time 
 available for loading and discharging of the vessel. if these conditions are 
breached, TORM is compensated for the additional time incurred in the 
form of a demurrage revenue. Demurrage revenues are recognised upon 
delivery of service in accordance with the terms and conditions of the 
charter parties. upon completion of the voyage, the Company  assesses 
the time spent in port, and a demurrage claim based on the relevant 
contractual conditions is submitted to the charterers. The claim will 
often be met by counterclaims due to differences in the interpretation of 
the agreement compared to the actual circumstances of the additional 
time used. Based on previous experience, 95% of the demurrage claim 
submitted is recognised as demurrage revenue. The Company receives 
the demurrage payment upon reaching final agreement of the amount, 
which on average is approximately 100 days after the original demurrage 
claim was submitted. if the Group accepts a reduction of more than 5% 
of the original claim, or if the charterer is not able to pay, demurrage 
revenue will be affected.

veSSelS
vessels are measured at cost less accumulated depreciation and 
 accumulated impairment losses. Cost comprises acquisition cost and 
costs directly related to the acquisition up until the time when the asset 
is ready for use including interest expenses incurred during the period 
of construction, based on the loans obtained for the vessels. All major 
components of vessels except for dry-docking costs are depreciated on 
a straight-line basis to the estimated residual value over their estimated 
useful lives, which TORM estimates to be 25 years. The Company con-
siders that a 25-year depreciable life is consistent with that used by 
other shipowners with comparable tonnage. Depreciation is based on 
cost less the estimated residual value. Residual value is estimated as the 
lightweight tonnage of each vessel multiplied by scrap value per ton. The 
useful life and the residual value of the vessels are reviewed at least at 
each financial yearend based on market conditions, regulatory require-
ments and the Company’s business plans. 

The Company also evaluates the carrying amounts to determine if events 
have occurred that indicate impairment and would require a modification 
of their carrying amounts.

prepayment on vessels is measured at costs incurred.

DRY-DOckInG
The vessels are required to undergo planned dry-dockings for 
 replacement of certain components, major repairs and maintenance 
of other components, which cannot be carried out while the vessels 
are  operating, approximately every 30 and 60 months depending on the 
nature of work and external requirements. These dry-docking costs are 
capitalized and depreciated on a straight-line basis over the estimated 
period until the next dry-docking. The residual value of such components 
is estimated at nil. The useful life of the dry-docking costs are reviewed 
at least at each financial year-end based on market conditions, regula-
tory requirements and TORM ’s business plans.

A portion of the cost of acquiring a new vessel is allocated to the com-
ponents expected to be replaced or refurbished at the next dry-docking. 
Depreciation hereof is carried over the period until the next dry-docking. 
For newbuildings, the initial dry-docking asset is estimated based on the 
expected costs related to the first-coming dry-docking, which is again 
based on experience and past history of similar vessels. For second-
hand vessels, a dry-docking asset is also segregated and capitalized 
separately, however, taking into account the normal docking intervals in 
the Company.

At subsequent dry-dockings the costs comprise the actual costs incur-
red at the dry-docking yard. Dry-docking costs may include the cost of 
hiring crews to effect replacements and repairs and the cost of parts 
and materials used, cost of travel, lodging and supervision of Company 
personnel and the cost of hiring third party personnel to oversee a dry-
docking.

Dry-docking activities include, but are not limited to, the inspection, 
service on turbocharger, replacement of shaft seals, service on boiler, 
replacement of hull anodes, applying of antifouling and hull paint, steel 
repairs and refurbishment and replacement of other parts of the vessel.

DeFeRReD TaX
All significant Danish entities within the Group entered the Danish ton-
nage taxation scheme for a binding 10-year period with effect from 
1 january 2001 and have filed tax returns for the fiscal years 2001 to 
2008. under the Danish tonnage taxation scheme, taxable income is not 
 calculated on the basis of income and expenses as under the normal 
corporate taxation. instead, taxable income is calculated with reference 
to the tonnage used during the year. The taxable income for a company 
for a given period is calculated as the sum of the taxable income under 
the tonnage taxation scheme and the taxable income from the  activities 
that are not covered by the tonnage taxation scheme made up in 
 accordance with the ordinary Danish corporate tax system.

if the entities’ participation in the Danish tonnage taxation scheme is 
abandoned, or if the entities’ level of investment and activity is signifi-
cantly reduced, a deferred tax liability will become payable. A deferred 
tax liability is recognised in the balance sheet at each period end and is 
accounted for using the balance sheet liability method. The deferred tax 
liability relating to the vessels is measured on the basis of the difference 
between the tax value of the vessels at the date of entry into the tonnage 
taxation scheme and the lower of the cost and the realized or realizable 
sales value of the vessels.

OTheR accOunTInG POlIcIeS

cOnSOlIDaTIOn PRIncIPleS
The consolidated financial statements comprise the financial statements 
of the parent Company, TORM A/S, and its subsidiaries, i.e. the entities 
in which the parent Company, directly or indirectly, holds the majority 
of the votes or otherwise has a controlling interest. Entities in which the 
Group exercises significant but not controlling influence are regarded as 
associated companies and are recognised using the equity method.

 NOTES 
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Companies which are by agreement managed jointly with one or more 
other companies and therefore subject to joint control (jointly controlled 
entities) are accounted for by using the equity method.

The consolidated financial statements are prepared on the basis of the 
financial statements of the parent Company, its subsidiaries and propor-
tionately consolidated activities by combining items of a uniform nature 
and eliminating inter-company transactions, balances and shareholdings 
as well as realized and unrealized gains and losses on transaction 
 between the consolidated companies. The financial statements used for 
consolidation purposes are prepared in accordance with the Company’s 
accounting policies.

BuSIneSS cOmBInaTIOnS
Newly acquired or formed entities are recognised in the consolidated 
financial statements from the date of acquisition or formation. The date 
of acquisition is the date on which control over the entity is effectively 
transferred. Sold or unwound entities are recognised in the consolidated 
financial statements until the date of the sale or the unwinding. The date 
of sale or unwinding is the date when control is effectively transferred to 
third parties.

Business combinations are accounted for by applying the purchase 
method, whereby the acquired entities’ identifiable assets, liabilities and 
contingent liabilities are measured at fair value at the acquisition date. 
Restructuring costs are only recognised in the acquisition balance sheet 
to the extent that they constitute an obligation for the acquired entity. 
The tax effect of the revaluation activities is also taken into account.

The cost of a business combination is measured as the fair value of the 
consideration paid and the costs directly attributable to the business 
combination. 

The excess (goodwill) of the cost of the business combination over the 
fair value of the acquired assets, liabilities and contingent liabilities 
is recognised as an asset under intangible assets and is tested for 
impairment at least once every year. if the carrying amount of the asset 
exceeds the recoverable amount of the asset, it should be reduced to 
the lower recoverable amount. if the fair value of the acquired assets, 
liabilities and contingent liabilities exceeds the cost of the business 
 combination, the identification of assets and liabilities and the proces-
ses of measuring the fair value of the assets and liabilities and the cost 
of the business combination are reassessed. if the fair value of the 
business combination continues to exceed the cost, the resulting gain is 
recognised in the income statement.

FOReIGn cuRRencIeS
The functional currency of all significant entities including  subsidiaries 
and associated companies is uSD, because the Company’s vessels 
 operate in international shipping markets, in which revenues and 
expenses are settled in uSD, and the Company’s most significant assets 
and liabilities in the form of vessels and related financial liabilities are 
in uSD.

Transactions in currencies other than the functional currency are 
 translated into the functional currency at the date of the  transactions. 
Cash, accounts receivable and payable and other monetary items 
denominated in currencies other than the functional currency are 
translated into the functional currency at the exchange rate prevailing 
at the balance sheet date. Gains or losses due to differences between 
the exchange rate at the transaction date and the exchange rate at the 
settlement date or the balance sheet date are recognised in the income 
statement	under	“Financial	items”.

An exchange rate gain or loss relating to a non-monetary item carried at 
fair value is recognised in the same line as the fair value adjustment.

The reporting currency of the Company is uSD. upon recognition 
of  entities with functional currencies other than uSD, the financial 
 statements are translated into uSD. items in the income statement 
are translated into uSD at the average exchange rates for the period, 
 whereas balance sheet items are translated at the exchange rates 
as at the balance sheet date. Exchange differences arising from the 
 translation of financial statements into uSD are recognised as a  separate 
component of equity. On the disposal of an entity, the cumulative amount 
of the exchange differences deferred in the separate component of equity 
relating to that entity shall be transferred to the income statement as 
part of the gain or loss on disposal.

DeRIvaTIve FInancIal InSTRumenTS
Derivative financial instruments, primarily interest rate swaps, forward 
currency exchange contracts, forward freight agreements and forward 
contracts regarding bunker purchases, are entered to hedge future 
committed or anticipated transactions. TORM applies hedge accounting 
under the specific rules for cash flow hedges when allowed and 
 appropriate.

in addition, TORM takes limited positions in forward freight agreements 
as a supplement to the Company’s physical positions in vessels, which 
are not entered for hedge purposes.

Derivative financial instruments are initially recognised in the balance 
sheet at fair value and are subsequently measured at their fair value as 
of the balance sheet date as other receivables or other liabilities respec-
tively.

Changes in fair value of derivative financial instruments, which are desig-
nated as cash flow hedges and deemed to be effective, are recognised 
directly in Other comprehensive income. when the hedged transaction 
is recognised in the income statement, the cumulative value adjustment 
recognised in Other comprehensive income is transferred to the income 
statement and included in the same line as the hedged transaction. 
However, when the forecast transaction that is hedged results in the 
recognition of a fixed asset, the gains and losses previously accumulated 
in Other comprehensive income are transferred from Other comprehen-
sive income and included in the initial measurement of the cost of the 
fixed asset. Changes in fair value of a portion of a hedge deemed to be 
ineffective are recognised in the income statement.

Changes in fair value of derivative financial instruments that are not 
designated as hedges are recognised in the income statement. while 
effectively reducing cash flow risk in accordance with the risk manage-
ment policy of the Company, interest rate swaps with cap features and 
certain forward freight agreements and forward contracts regarding 
bunker purchases do not qualify for hedge accounting. Changes in fair 
value of these derivate financial instruments are therefore recognised 
in	the	income	statement	under	“Financial	expenses”	for	interest	rate	
swaps	with	cap	features	and	under	“Freight	and	bunkers	derivatives”	for	
forward freight agreements and forward bunker contracts. Changes in 
fair value of forward freight agreements, which are not entered for hedge 
purposes,	are	also	recognised	under	“Freight	and	bunkers	derivatives”.
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SeGmenT InFORmaTIOn
TORM consists of two business segments: The Tanker Division and 
the Bulk Division. This segmentation is based on the Group’s internal 
management and reporting structure in addition to evaluation of risk 
and earnings. in the tanker segment the services provided primarily 
comprise transport of refined oil products such as gasoline, jet fuel and 
naphta, and in the bulk segment the services provided comprise trans-
port of dry cargo – typically commodities such as coal, grain, iron ore, 
etc. Transactions  between segments are based on  market-related prices 
and are  eliminated at Group level. The Group only has one  geographical 
segment, because the Company considers the global market as a whole, 
and as the individual vessels are not limited to specific parts of the 
world. Furthermore, the internal management reporting does not provide 
such information. Consequently, it is not possible to provide  geographical 
segment information on revenue from external customers or non-cur-
rent segment assets.

The accounting policies applied for the segments regarding recognition 
and measurement are consistent with the policies for TORM as descri-
bed in this note.

The segment income statement comprises revenues directly attributable 
to the segment and expenses, which are directly or indirectly attributable 
to the segment. indirect allocation of expenses is based on distribution 
keys reflecting the segment’s use of shared resources.
The segment non-current assets consist of the non-current assets used 
directly for segment operations.

Current assets are allocated to segments to the extent that they are 
directly attributable to segment operations, including inventories, out-
standing freight, other receivables and prepayments.

Segment liabilities comprise segment operating liabilities including trade 
payables and other liabilities.

Not-allocated items primarily comprise assets and liabilities as well 
as revenues and expenses relating to the Company’s administrative 
functions and investment activities, including cash and bank balances, 
 interestbearing debt, income tax, deferred tax, etc.

emPlOYee BeneFITS
wages, salaries, social security contributions, paid holiday and sick 
leave, bonuses and other monetary and non-monetary benefits are 
accrued in the year in which the employees render the associated ser-
vices.

Pension plans
The Group has entered into defined contribution plans only. pension 
costs related to defined contribution plans are recorded in the income 
statement in the year to which they relate.

Share based compensation
The Management and all land-based employees and officers employed 
on permanent contracts (apart from trainees, apprentices and cadets) 
that are directly employed by TORM A/S participate in an incentive 
scheme, which includes grant of shares and share options. The scheme 
does not provide the choices of cash settlement instead of shares. The 
fair value of the shares and share options granted under this scheme is 
measured at the grant date and is recognised in the income statement 
as a personnel expense under administrative expenses and operating 
costs over the vesting period. The counter item is recognised in equity. 
The fair value is measured based on the Black-Scholes and the Monte 
Carlo models.

leaSeS
Agreements to charter in vessels and to lease other property, plant and 
equipment, where TORM has substantially all the risks and rewards of 
ownership, are recognised in the balance sheet as finance leases. Lease 
assets are measured at the lower of fair value and the present value of 
minimum lease payments determined in the agreements.

For the purpose of calculating the present value, the interest rate 
 implicit in the lease or an incremental borrowing rate is used as discount 
factor. The lease assets are depreciated and written down under the 
same accounting policy as the vessels owned by the Company or over the 
lease period depending on the lease terms.

The corresponding lease obligation is recognised as a liability in the 
balance sheet, and the interest element of the lease payment is charged 
to the income statement as incurred.

Other charter agreements concerning vessels and other leases are 
classified as operating leases, and lease payments are charged to the 
income statement on a straight-line basis over the lease term. The 
obligation for the remaining lease period is disclosed in the notes to the 
financial statement.

Agreements to charter out vessels, where substantially all the risks and 
rewards of ownership are transferred to the lessee, are classified as 
finance leases, and an amount equal to the net investment in the lease 
is recognised and presented in the balance sheet as a receivable. The 
carrying amount of the vessel is derecognised and any gain or loss on 
disposal is recognised in the income statement.

Other agreements to charter out vessels are classified as operating 
leases, and lease income is recognised in the income statement on a 
straight-line basis over the lease term.

Sale anD leaSeBack TRanSacTIOnS
A gain or loss related to a sale and lease back transaction resulting in a 
finance lease is deferred and amortized in proportion to the gross rental 
on the time charter over the lease term.

A gain related to a sale and lease back transaction resulting in an 
 operating lease is recognised in the income statement immediately 
provided the transaction is agreed on market terms or the sales price 
is lower than the fair value. if the sales price exceeds the fair value, 
the  difference between the sales price and the fair value is deferred 
and amortized in proportion to the lease payments over the life of the 
lease. A loss related to a sale and lease back transaction resulting in 
an operating lease is recognised in the income statement at the date of 
 transaction except if the loss is compensated by future lease payments 
below fair value, it is deferred and amortized in proportion to the lease 
payments over the life of the lease.

IncOme STaTemenT

Revenue
income, including revenue, is recognised in the income statement when:
•	 The	income	creating	activities	have	been	carried	out	on	the	basis	of	

a binding agreement.
•	 The	income	can	be	measured	reliably.
•	 It	is	probable	that	the	economic	benefits	associated	with	the	

transaction will flow to the Company.
•	 Costs	relating	to	the	transaction	can	be	measured	reliably.

 NOTES 
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Revenue comprises freight, charter hire and demurrage revenues from 
the vessels and gains and losses from forward freight agreements 
designated as hedges. Revenue is recognised when it meets the general 
criteria mentioned above and the stage of completion can be measured 
reliably. Accordingly, freight, charter hire and demurrage revenues are 
recognised at selling price upon delivery of service in accordance with 
the charter parties concluded.

PORT eXPenSeS, BunkeRS anD cOmmISSIOnS
port expenses, bunker fuel consumption and commissions are 
 recognised as incurred. Gains and losses from forward bunker contracts 
designated as hedges are included in this line.

FReIGhT anD BunkeR DeRIvaTIveS
Freight and bunker derivatives include fair value adjustments and gains 
and losses on forward freight agreements, forward bunker contracts and 
other derivate financial instruments directly relating to shipping activities 
which are not designated as hedges.

chaRTeR hIRe
Charter hire includes the expenses related to the chartering in of vessels 
incurred in order to achieve the net revenue for the period.

OPeRaTInG eXPenSeS
Operating expenses, which comprise crew expenses, repair and 
 maintenance expenses and tonnage duty, are expensed as incurred.

PROFIT FROm Sale OF veSSelS
profit or loss from sale of vessels is recognised when the significant 
risks and rewards of ownership have been transferred to the buyer, and 
it is measured as the difference between the sales price less sales costs 
and the carrying amount of the asset.

aDmInISTRaTIve eXPenSeS
Administrative expenses, which comprise administrative staff costs, 
management costs, office expenses and other expenses relating to 
 administration, are expensed as incurred.

OTheR OPeRaTInG IncOme
Other operating income primarily comprises chartering commissions, 
management fees and profits and losses deriving from the disposal of 
other plant and operating equipment.

ImPaIRmenT lOSSeS On JOInTlY cOnTROlleD enTITIeS
impairment losses on jointly controlled entities comprise the reduction 
in the value of the investment in jointly controlled entities by the amount 
by which the carrying amount to the investment exceeds its recoverable 
amount. in the event of indication of impairment of value, the carrying 
amount is assessed and the value of the asset is reduced to its recove-
rable amount equal to the higher of value in use based on net present 
value of future earnings from the assets and its net selling price.

DePRecIaTIOn anD ImPaIRmenT lOSSeS
Depreciation and impairment losses comprise depreciation of fixed 
assets for the period as well as the reduction in the value of assets 
by the amount by which the carrying amount of the asset exceeds its 
 recoverable amount. in the event of indication of impairment of value, 
the carrying amount is assessed, and the value of the asset is reduced to 
its recoverable amount equal to the higher of value in use based on net 
 present value of future earnings from the assets and its net selling price.
The recoverable amount of goodwill is assessed every year. 

FInancIal IncOme
Financial income comprises interest income, realized and unrealized 
exchange rate gains relating to transactions in currencies other than 

the functional currency, realized gains from other investments and 
 securities, unrealized gains from securities, dividends received and 
other financial income including value adjustments of certain financial 
 instruments not accounted for as hedging instruments. 

interest is recognised in accordance with the accrual basis of accounting 
taking into account the effective interest rate. Dividends from other 
investments are recognised when the right to receive payment has been 
decided, which is typically when the dividend has been declared and can 
be received without conditions.

FInancIal eXPenSeS
Financial expenses comprise interest expense, financing costs of 
finance leases, realized and unrealized exchange rate losses relating to 
 transactions in currencies other than the functional currency, realized 
losses from other investments and securities, unrealized losses from 
securities and other financial expenses including value adjustments of 
certain financial instruments not accounted for as hedging instruments.
 
interest is recognised in accordance with the accrual basis of accounting 
taking into account the effective interest rate.

TaX
in Denmark, TORM A/S is jointly taxed with its Danish subsidiaries. The 
parent Company provides for and pays the aggregate Danish tax of the 
taxable income of these companies, but recovers the relevant portion 
of the taxes paid from the subsidiaries based on each entity’s portion of 
the aggregate taxable income. Tax expenses include the expected tax 
including tonnage tax of the taxable income for the year for the Group, 
adjustments relating to previous years and the change in deferred tax for 
the year. However, tax relating to items posted in equity is posted directly 
in equity.

Balance SheeT

GOODWIll
Goodwill is measured as the excess of the cost of the business combina-
tion over the fair value of the acquired assets, liabilities and contingent 
liabilities and is recognised as an asset under intangible assets.
Goodwill is not amortized, but is tested at least once every year for 
impairment. Goodwill is for impairment testing purposes allocated to 
those cash-generating units, to which it relates.

OTheR InTanGIBle aSSeTS
Other intangible assets were acquired in connection with the acquisition 
of OMi and are amortized over their useful lives which is estimated to 15 
years.

OTheR PlanT anD equIPmenT
Land is measured at cost.

Buildings are measured at cost less accumulated depreciation and 
 accumulated impairment losses. Buildings are depreciated on a straight-
line basis over 50 years.

Operating equipment is measured at cost less accumulated depreciation. 
Computer equipment is depreciated on a straight-line basis over three 
years, and other operating equipment is depreciated on a straight-line 
basis over five years.

Leasehold improvements are measured at cost less accumulated amor-
tization and impairment losses, and leasehold improvements are amorti-
zed on a straight-line basis over the shorter of the term of the lease and 
the estimated useful life.

Cost comprises acquisition cost and costs directly related to the acquisi-
tion up until the time when the asset is ready for use.

 NOTES 
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InveSTmenTS In JOInTlY cOnTROlleD enTITIeS 
investments in jointly controlled entities comprise investments in 
companies which are by agreement managed jointly with one or more 
other companies and therefore subject to joint control and are measured 
at equity value.

FInancIal aSSeTS
Financial assets are initially recognised on settlement date at fair value 
plus transaction costs, except for financial assets at fair value through 
profit or loss, which are recognised at fair value. Financial assets are 
derecognised when the rights to receive cash flows from the assets have 
expired or have been transferred. Financial assets are classified as:
•	 Financial	assets	at	fair	value	through	profit	or	loss.
•	 Held-to-maturity	investments.
•	 Loans	and	receivables.
•	 Available-for-sale	financial	assets.

OTheR InveSTmenTS
Other investments comprise shares in other companies and are clas-
sified as available-for-sale. Listed shares are measured at market 
value at the balance sheet date, and unlisted shares are measured at 
estimated fair value. unrealized gains and losses resulting from changes 
in fair value of shares are recognised in Other comprehensive income. 
Realized gains and  losses resulting from sale of shares are  recognised 
as  financial items in the income statement. The cumulative value adjust-
ment recognised in Other comprehensive income is transferred to the 
income statement when the shares are sold. Dividends on shares in 
other companies are recognised as income in the period in which they 
are declared.

Other investments are presented as non-current unless Management 
intends to dispose of the investments within 12 months of the balance 
sheet date.

OTheR FInancIal aSSeTS
Other financial assets comprise TORM’s rights to a share of the gain on 
purchase options on vessels, which were acquired as part of the acqui-
sition of OMi and are classified as derivative financial instruments. The 
rights are measured and recognised at fair value and the change for the 
period is recognised in the income statement under financial income or 
expenses.

ReceIvaBleS
Outstanding freight receivables and other receivables that are of a cur-
rent nature, expected to be realized within 12 months from the balance 
sheet date, are classified as loans and receivables and presented as 
current assets. Receivables are measured at the lower of amortized 
cost and net realizable values, which corresponds to nominal value less 
provision for bad debts. Derivative financial instruments included in other 
receivables are measured at fair value.

ImPaIRmenT OF aSSeTS
Non-current assets are reviewed quarterly to determine any indication of 
impairment either due to a significant decline in the assets’ market value 
or in the cash flows generated by the assets. in case of such  indication, 
the recoverable amount of the asset is estimated as the higher of the 
asset’s net selling price and its value in use. The value in use is the 
 present value of the future cash flows expected to derive from an asset. 
if the recoverable amount is less than the carrying amount of the asset, 
the carrying amount is reduced to the recoverable amount. The impair-
ment loss is recognised immediately in the income statement. For the 
purpose of assessing impairment, assets including goodwill are grouped 
at the lowest levels at which goodwill is monitored for internal manage-

ment purposes. The two cash-generating units of the Company are the 
Tanker Division and the Bulk Division.

BunkeRS
Bunkers and lubricants are stated at the lower of cost and net realizable 
value. The cost is determined by the FiFO method and includes expendi-
tures incurred in acquiring the bunkers and lubricants and delivery cost 
less discounts.

TReaSuRY ShaReS
Treasury shares are recognised as a separate component of equity at 
cost. upon subsequent disposal of treasury shares, any consideration is 
also recognised directly in equity.

DIvIDenD
Dividend is recognised as a liability at the time of declaration at the 
Annual General Meeting. Dividend proposed for the year is moved from 
“Retained	profit”	and	presented	as	a	separate	component	of	equity.

PROvISIOnS
provisions are recognised when the Company has a legal or constructive 
obligation as a result of past events and it is probable that it will lead to 
an outflow of resources that can be reliably estimated. provisions are 
measured at the estimated ultimate liability that is expected to arise 
taking into account the time value of money.

acquIReD lIaBIlITIeS RelaTeD TO OPTIOnS On veSSelS
As part of the acquisition of OMi, the Company acquired certain option 
obligations relating to vessels chartered out on time charter contracts. 
The option obligations are classified as derivative financial instruments 
and are recognised at fair value. The change for the period is recognised 
in the income statement under financial income or expenses.

acquIReD TIme chaRTeR cOnTRacTS
As part of the acquisition of OMi, the Company acquired certain time 
charter contracts which have terms that are less favorable than the 
market terms prevailing at the time of the acquisition. The Company has 
recognised a liability based on the estimated fair value of these contracts 
and is amortizing this liability over the remaining term of the contracts.
The change for the period is recognised in the income statement under 
revenue.

OTheR lIaBIlITIeS
Liabilities are generally measured at amortized cost. Mortgage debt and 
bank loans relating to the financing of vessels are initially  measured 
at nominal amounts less premiums and costs incurred in the loan 
 arrangement and subsequently at amortized cost with the difference 
 between the loan proceeds and the nominal value being recognised in 
the income statement over the term of the loan. Derivative financial 
instruments included in other liabilities are measured at fair value.

caSh FlOW STaTemenT
The cash flow statement shows the Company’s cash flows and cash and 
cash equivalents at the beginning and the end of the period. Cash flow 
from operating activities is presented indirectly and is based on profit 
before financial items for the year adjusted for profit from sale of ves-
sels, non-cash operating items, changes in working capital, income tax 
paid, dividends received and interest paid/received.

Cash flow from investing activities comprises dividends received and the 
purchase and sale of tangible fixed assets and financial fixed assets.
Cash flow from financing activities comprises changes in long-term debt, 
bank loans, purchases or sales of treasury shares and dividend paid to 
shareholders.

 NOTES 
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Cash and cash equivalents comprise cash at bank and in hand and highly 
liquid bonds with a term to maturity not exceeding three months. Other 
bonds and other investments are classified as investment activities.

eaRnInGS PeR ShaRe
Basic earnings per share are calculated by dividing the consolidated 
profit or loss available to common shareholders by the weighted average 
number of common shares outstanding during the period. Treasury 
 shares are not included in the calculation. purchases and sales of 
treasury shares during the period are weighted based on the remai-
ning period. Diluted earnings per share are calculated by adjusting the 
 consolidated profit or loss available to common shareholders and the 
weighted average number of common shares outstanding for the effects 
of all potentially dilutive shares. Such potentially dilutive common shares 
are excluded when the effect would be to increase earnings per share or 
reduce a loss per share.

nOTe 2

cRITIcal accOunTInG eSTImaTeS anD JuDGemenTS
The preparation of the consolidated financial statements in conformity 
with iFRS requires Management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure 
of contingent assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the  reporting 
period. These estimates and assumptions are affected by the way TORM 
applies its accounting policies. An accounting estimate is considered 
critical if the estimate requires Management to make assumptions about 
matters that were highly uncertain at the time the estimate was made, 
different estimates reasonably could have been used, or if changes in the 
estimate that would have a material impact on the Company’s financial 
condition or results of operations are reasonably likely to occur from 
period to period. Management believes that the accounting  estimates 
employed are appropriate and the resulting balances are reasonable. 
However, actual results could differ from the original estimates requiring 
adjustments to these balances in future periods.

Management believes that the following are the significant accounting 
estimates and judgements used in the preparation of the consolidated 
financial:

caRRYInG amOunTS OF veSSelS
The Company evaluates the carrying amounts of the vessels to 
 determine if events have occurred that would require a modification 
of their carrying amounts. The valuation of vessels is reviewed based 
on events and changes in circumstances that would indicate that the 
 carrying amount of the assets might not be recovered. in assessing the 
recoverability of the vessels, the Company reviews certain indicators 
of potential impairment such as reported sale and purchase prices, 
market demand and general market conditions. Furthermore, market 
valuations from leading, independent and internationally recognised 
shipbroking companies are obtained on a quarterly basis as part of the 
review for potential impairment indicators. if an indication of impairment 
is  identified, the need for recognizing an impairment loss is assessed by 
comparing the carrying amount of the vessels to the higher of the fair 
value less cost to sell and the value in use.

The review for potential impairment indicators and projection of future 
undiscounted and discounted cash flows related to the vessels is com-
plex and requires the Company to make various estimates including 
future freight rates, earnings from the vessels and discount rates. All of 
these items have been historically volatile.

nOTe 2 - cOnTInueD

The carrying amounts of TORM’s vessels may not represent their fair 
market value at any point in time as market prices of second-hand ves-
sels to a certain degree tend to fluctuate with changes in charter rates 
and the cost of newbuildings. However, if the estimated future cash flow 
or related assumptions in the future experience change, an impairment 
of vessels may be required.

There were no impairments of vessels recorded in 2008 or 2009.

TaX
All significant Danish entities within the Group entered the Danish ton-
nage taxation scheme with effect from 1 january 2001 and have filed 
tax returns for 2001 to 2008. The assessment of the tax returns by the 
tax authorities has not yet been completed for 2006 to 2008, and TORM 
has filed a complaint regarding the assessments for the years 2001 to 
2005. The tax regulations are highly complex, and while the Group aims 
to ensure the estimates of tax assets and liabilities that it records are 
accurate, there may be instances where the process of agreeing the tax 
liabilities with the tax authorities could require adjustments to be made 
to estimates previously recorded.

it is the Group’s assessment that there is uncertainty as to the estimate 
of taxes payable as of 31 December 2009 due to the lack of precedents 
that have interpreted the tonnage tax regulation. The estimate is based 
on scenario analyses and discussions with the tax authorities, tax advi-
sors and industry organizations, and the uncertainty primarily relates to 
the split of the activities between income and expenses from shipping 
related activities, which are taxed under the tonnage tax scheme, and 
income and expenses from other activities, which are not taxed under 
the tonnage tax scheme.
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USD million Not Total
Tanker Bulk allocated 2009

cOnSOlIDaTeD SeGmenT InFORmaTIOn

IncOme STaTemenT
Revenue 745.2 117.1 0.0 862.3
port expenses, bunkers and commissions -213.5 -3.9 0.0 -217.4
Freight and bunker derivatives -12.0 0.0 0.0 -12.0
Time charter equivalent earnings 519.7 113.2 0.0 632.9
Charter hire -163.0 -57.9 0.0 -220.9
Operating expenses -159.0 -10.5 0.0 -169.5
Gross profit/(loss) (net earnings from shipping activities) 197.7 44.8 0.0 242.5
profit/(loss) from sale of vessels 0.0 33.1 0.0 33.1
Administrative expenses -71.7 -6.5 0.0 -78.2
Other operating income 7.4 0.0 0.0 7.4
Share of results of jointly controlled entities 3.5 0.0 -5.8 -2.3
eBITDa 136.9 71.4 -5.8 202.5
impairment losses on jointly controlled entities 0.0 0.0 -20.0 -20.0
Depreciation and impairment losses -126.1 -6.6 0.0 -132.7
Operating profit (eBIT) 10.8 64.8 -25.8 49.8
Financial income 6.1 6.1
Financial expenses -74.9 -74.9
Profit/(loss) before tax -94.6 -19.0
Tax expenses 1.6 1.6
net profit/(loss) for the year -93.0 -17.4

Balance SheeT
Total non-current assets 2,655.8 131.1 156.6 2,943.5
Total assets 2,763.7 181.0 282.5 3,227.2
Total liabilities 67.7 4.1 1,908.7 1,980.5

OTheR InFORmaTIOn
Additions to intangible assets and tangible fixed assets 261.2 26.4 0.0 287.6
impairment losses recognized in the income statement 0.0 0.0 -20.0 -20.0
Reversal of impairment losses recognized in the income statement 0.0 0.0 0.0 0.0
investments in jointly controlled entities 8.3 0.0 114.7 123.0

The	activity	that	TORM	owns	in	a	50/50	joint	venture	with	Teekay	and	the	50%	ownership	of	FR8	Holding	Pte.	Ltd.	is	included	in	”Not	allocated”.	
   
During the year, there have been no transactions between the Tanker and the Bulk segments, and therefore all revenue derives from  external 
customers.    
    
TORM consists of two business segments: Tanker and Bulk. 
    
in the Tanker Division, a major portion of the Company’s freight revenue is concentrated on a small group of customers. in 2009, one customer 
accounted for 13% (2008: 12%) of the total freight revenue of the Company.
   
Revenue under the Bulk Segment includes an income of uSD 26 million, which relates to compensation received for premature redelivery to 
TORM of four panamax bulk carriers on long-term time charter contracts.

please also refer to the section Segment information in note 1.
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USD million Not Total
Tanker Bulk allocated 2008

cOnSOlIDaTeD SeGmenT InFORmaTIOn

IncOme STaTemenT
Revenue 923.2 260.4 0.0 1,183.6
port expenses, bunkers and commissions -252.2 -11.9 0.0 -264.1
Freight and bunker derivatives -13.6 0.0 0.0 -13.6
Time charter equivalent earnings 657.4 248.5 0.0 905.9
Charter hire -133.8 -60.0 0.0 -193.8
Operating expenses -160.0 -14.3 0.0 -174.3
Gross profit/(loss) (net earnings from shipping activities) 363.6 174.2 0.0 537.8
profit/(loss) from sale of vessels 30.6 52.2 0.0 82.8
Administrative expenses -82.6 -7.3 0.0 -89.9
Other operating income 14.4 0.1 0.0 14.5
Share of results of jointly controlled entities 8.0 0.0 19.1 27.1
eBITDa 334.0 219.2 19.1 572.3
Depreciation and impairment losses -118.7 -7.3 0.0 -126.0
Operating profit (eBIT) 215.3 211.9 19.1 446.3
Financial income 16.2 16.2
Financial expenses -102.4 -102.4
Profit/(loss) before tax -67.1 360.1
Tax expenses 1.3 1.3
net profit/(loss) for the year -65.8 361.4

Balance SheeT
Total non-current assets 2,542.9 199.0 171.3 2,913.2 
Total assets 2,762.1 209.2 346.1 3,317.4 
Total liabilities 177.0 7.8 1,853.6 2,038.4 

OTheR InFORmaTIOn
Additions to intangible assets and tangible fixed assets 309.1 68.7 0.0 377.8
impairment losses recognized in the income statement 0.0 0.0 0.0 0.0

Reversal of impairment losses recognized in the income statement 0.0 0.0 0.0 0.0

investments in jointly controlled entities 7.8 0.0 122.7 130.5

The	activity	that	TORM	owns	in	a	50/50	joint	venture	with	Teekay	and	the	50%	ownership	of	FR8	Holding	Pte.	Ltd.	is	included	in	”Not	allocated”.	
   
During the year, there have been no transactions between the Tanker og the Bulk segments, and therefore all the revenue derives from 
 external customers.    

nOTe 4

USD million

2009 2008

STaFF cOSTS

Total staff costs
Staff costs included in operating expenses 22.0 22.2
Staff costs included in administrative expenses 45.1 59.1
Total 67.1 81.3

Staff costs comprise the following:
wages and salaries 54.3 66.7
Share-based compensation 7.0 8.9
pension costs 4.8 4.5
Other social security costs 1.0 1.2
Total 67.1 81.3
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hereof remuneration to the Board of Directors and salaries to the executive management:
Board Committee Total short-

Board of Directors 2009 remuneration remuneration term benefits

Niels Erik Nielsen 280 9 289
Christian Frigast 121 19 140
peter Abildgaard 75 0 75
Lennart Arrias 75 0 75
Margrethe Bligaard 75 0 75
Bo jagd 75 9 84
jesper jarlbæk (appointed on 22 April 2009) 51 7 58
Gabriel panayotides 75 7 82
E. Michael Steimler (resigned on 19 August 2009) 47 0 47
Angelos papoulias (appointed on 22 April 2009) 51 0 51
Stefanos-Niko Zouvelos 75 9 84
Total for 2009 1,000 60 1,060

Short-term benefits Share-based
executive management 2009 Salaries Bonus pension  compensation Total

Mikael Skov 2,713 0 84 746 3,543
Roland M. Andersen 681 633 63 399 1,776
Total for 2009 3,394 633 147 1,145 5,319

Salaries for Mikael Skov includes an extraordinary compensation for taking the position as CEO in the interim period until jacob Meldgaard 
joins as new CEO.

Bonus for Roland M. Andersen was guaranteed as part of the employment contract in 2008.

Board Committee Total short
Board of Directors 2008 remuneration remuneration term benefits

Niels Erik Nielsen 196 10 206
Christian Frigast 128 20 148
peter Abildgaard 79 0 79
Lennart Arrias 79 0 79
Margrethe Bligaard 79 0 79
Bo jagd (appointed on 22 April 2008) 54 7 61
Gabriel panayotides 79 0 79
E. Michael Steimler (appointed on 22 April 2008) 54 0 54
Stefanos-Niko Zouvelos 79 7 86
Total for 2008 827 44 871

Short-term benefits Share-based
executive management 2008 Salaries Bonus pension compensation Total

Klaus Kjærulff (1 january - 30 September 2008) 914 2,356 88 948 4,306
Mikael Skov 904 1,325 88 581 2,898
Roland M. Andersen (started on 26 May 2008) 430 293 40 9 772
Total for 2008 2,248 3,974 216 1,538 7,976

employee information
The average number of staff in the Group in the financial year was 582 (2008: 557).   
The majority of the staff on vessels are not employed by TORM.   

The members of Management are, in the event of termination by the Company,   
entitled to a severance payment of up to 24 months’ salary.   
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IncenTIve Scheme FOR manaGemenT anD emPlOYeeS 
in 2007, an incentive Scheme was established for all land-based 
 employees and officers employed on permanent contracts (apart from 
trainees, apprentices and cadets) that are directly employed in TORM 
A/S. The Board of Directors are not included in the program. The 
program covers the financial years of 2007, 2008 and 2009. The program 
consists of both bonuses and share options.    
                               
BOnuS      
The bonus will be awarded based on TORM achieving a calculated RoiC 
(Return on invested Capital) in each financial year compared to each 
year’s budgeted RoiC. if the RoiC is higher or lower, the amount availa-
ble for bonuses will be adjusted accordingly. 75% of the achieved bonus 
will be paid in cash and 25% in shares, which the employee will own 
provided that they are still employed by the Company after a period of 
two years. The number of shares granted to the employee will depend on 
the market price for the TORM share when TORM’s annual report for the 
grant year is published. in addition to the RoiC based bonus a discretio-
nary bonus can be awarded. in 2009, the RoiC target was not achieved 
and consequently, only the discretionary bonus was awarded. The indi-
vidual employee’s share of the bonus will be based partly on the indivi-
dual’s salary and partly on the evaluation of the individual’s performance. 
The employee will receive the bonus after the publication of TORM’s 
annual report. For the financial year 2009, the total value of the bonus 
under this program amounts to uSD 2.7 million (2008: uSD 18.7 million), 
of which uSD 2.7 million (2008: uSD 14.6 million) has been recognized 
as an expense in the income statement in 2009. Of the uSD 2.7 million 
(2008: uSD 14.6 million) uSD 0.0 million (2008: uSD 0.6 million) relates 
to  shares and uSD 2.7 million (2008: uSD 14.0 million) relates to cash 
bonus. 

From the total value of the bonus program for 2009 uSD 0.0 million 
(2008: uSD 4.7 million) relates to shares. The number of granted shares 
for 2007 amounts to 106,622 shares of which 11,542 are forfeited, and the 
number of granted shares for 2008 amounts to 400,214 shares of which 
17,975 are forfeited. No shares have been granted in 2009.

An expense of uSD 2.1 million (2008: uSD 1.0 million) relating to the 
amortization of shares for 2007-2008 has furthermore been recognized 
in the income statement for 2009. 

ShaRe OPTIOnS     
The number of share options granted during the financial year 2009 is 
1,245,764 (2008: 1,087,362) of which 35,544 are forfeited. in 2009, 39,546 
(2008: 24,952) of the share options granted in 2008 are forfeited, and 
23,491 (2008: 40,267) of the share options granted in 2007 are forfeited. 
Each share option gives the employee the right to acquire one TORM 
share of a nominal value of DKK 5. The share options can only be settled 
in shares. The Company’s holding of treasury shares covers the share 
option program.

The share options consist of two elements:
Approximately 50% of the share options are granted with a fixed exercise 
price  (standard options). For the share options granted in 2007, the price 
is DKK 148.3 per share, and for the following years DKK 159.7 and DKK 
171.0 respectively after adjustment for the extraordinary dividend paid 
out in September 2007 and December 2008.

Approximately 50% of the share options are granted with an exercise 
price that is  determined ultimately with the publication of TORM’s annual 
report after a three year period, i.e. for the grant for 2009, in March 2012. 
The  exercise price is determined by the relative development in TORM’s 
share price in relation to a defined peer group (peer group options). if 
the TORM share develops relatively better than the peer group, the share 
options will have a value.     
 

All share options can be exercised after three years from grant and 
should be at the latest exercised three years later, however observing 
the rules about insider trading. For the 2009 grant, share options can be 
exercised after the publication of the annual report for 2011, in March 
2012, and shall be exercised by March 2015 at the latest, and for the 
2008 grant, share options can be exercised after the publication of the 
annual report for 2010, in March 2011, and shall be exercised by March 
2014 at the latest. Finally, for the 2007 grant, share options can be 
 exercised after the publication of the annual report for 2009, in March 
2010, and shall be exercised by March 2013 at the latest. The share 
options will be in accordance with Danish law and conditions and include 
 continued employment in the Company until the share options have 
vested. in 2009, a total expense of uSD 4.9 million (2008: uSD 7.3 million) 
has been recognized in the income statement regarding share options, 
of which uSD 0.5 million relates to share options granted in 2009, uSD 
1.5 million (2008: uSD 2.6 million) relates to share options granted in 
2008 and uSD 2.9 million (2008: uSD 4.7 million) relates to share options 
granted in 2007.

The market value of the share options granted in 2009, 2008 and 2007 is 
based on the Black-Scholes and the Monte Carlo models and calculated 
at uSD 1.4 million (2008: uSD 6.3 million) (2007: uSD 10.9 million) as per 
the grant date.    
       
The key assumptions for the calculation of the market value based on 
the Black-Scholes and the Monte Carlo models are: 
•	 The	share	price	at	the	measurement	date	is	estimated	at	DKK	48.6	

per share (2008 grant: DKK 140.0) (2007 grant: DKK 202.25) based 
on the share price at OMX The Nordic Exchange as per 10 july 2009 
(2008 grant: 31 March 2008) (2007 grant: 9 August 2007).

•	 The	exercise	price	(before	adjustment	for	extraordinary	dividends)	is	
DKK 201 per share (2008 grant: DKK 190) (2007 grant: DKK 179).

•	 The	exercise	price	will	be	adjusted	for	extraordinary	TORM	dividends	
amounting to an adjustment of DKK 30.0 per share for 2009, DKK 
30.3 per share for 2008 and DKK 30.7 for 2007.

•	 The	expected	dividend	rate	at	grant	date	is	estimated	at	3%	(2008	
grant: 3%) (2007 grant: 3%) of the equity per annum.

•	 The	volatility	on	the	TORM	share	is	estimated	based	on	the	
Company’s historical volatility and was estimated at 39.2% (2008: 
34.9%) (2007: 36%) and for the peer group at 30.8% (2008 grant: 
26%) (2007 grant: 22%).

•	 The	risk	free	interest	rate	based	upon	expiry	of	the	options	is	2.68%	
(2008 grant: 3.80%) (2007 grant: 4.46%).

•	 The	options	are	on	average	held	for	a	period	of	4.2	year	(2008	grant:	
4.46 year) (2007 grant: 4.1 year).

•	 The	correlation	rate	between	the	peer	group	and	TORM	is	92.5%	
(2008 grant: 92.5%) (2007 grant: 92.5%), based on the correlation on 
the yearly return for the historical share prices during the last ten 
years. 
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Changes in outstanding share options are as follows: 
Total options Options allocation per year

numBeR OF ShaRe OPTIOnS 2009 2009 2008 2007

ShaRe OPTIOn PROGRam - 2007 TO 2009

management
Granted 752,119 223,761 200,009 328,349
Transferred to resigned employees -400,018 0 -200,009 -200,009
Exercised 0 0 0 0
Forfeited/expired in 2007 0 0 0 0
Forfeited/expired in 2008 0 0 0 0
Forfeited/expired in 2009 0 0 0 0
Not exercised at 31 December 2009 352,101 223,761 0 128,340

Other employees
Granted 2,628,779 1,022,003 847,763 759,013
Transferred to resigned employees -205,279 -69,027 -69,352 -66,900
Exercised 0 0 0 0
Forfeited/expired in 2007 -4,706 0 0 -4,706
Forfeited/expired in 2008 -104,765 0 -64,498 -40,267
Forfeited/expired in 2009 -59,035 -35,544 0 -23,491
Not exercised at 31 December 2009 2,254,994 917,432 713,913 623,649

Resigned employees
Granted 39,590 0 39,590 0
Transferred from other employees/management 605,297 69,027 269,361 266,909
Exercised 0 0 0 0
Forfeited/expired in 2007 0 0 0 0
Forfeited/expired in 2008 0 0 0 0
Forfeited/expired in 2009 0 0 0 0
Not exercised at 31 December 2009 644,887 69,027 308,951 266,909

Total number of share options  not exercised at 31 December 2009 3,251,982 1,210,220 1,022,864 1,018,898

hereof:
Share options with a fixed exercise price 1,442,007 536,678 453,578 451,811
Share options with an exercise price based on peer group 1,809,915 673,542 569,286 567,087

Total number of share options not exercised at 31 December 2008 2,104,799 0 1,062,410 1,042,389

Total number of share options that could be exercised at 31 December 2009 0 0 0 0

Total number of share options that could be exercised at 31 December 2008 0 0 0 0
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USD million

2009 2008

Remuneration to the auditors
appointed at the annual General meeting

Deloitte 
Audit fees 0.5 0.6
Audit related fees 0.1 0.2
Tax fees 0.1 0.2
Fees other services 0.2 0.3
Total fees 0.9 1.3

nOTe 6

USD million

2009 2008

OTheR InveSTmenTS

Other investments include shares in other companies.

cost:
Balance at 1 january 6.5 3.7
Additions 0.0 17.7
Disposals -1.1 -14.9
Balance at 31 December 5.4 6.5

value adjustment:
Balance at 1 january -0.1 7.3
Exchange rate adjustment 0.2 -0.3
value adjustment for the year 1.4 -4.5
Disposals -3.7 -2.6
Balance at 31 December -2.2 -0.1

carrying amount at 31 December 3.2 6.4 

Hereof listed 0.2 3.5 
Hereof unlisted 3.0 2.9 
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Other

USD million intangible
Goodwill assets Total

InTanGIBle aSSeTS 
cost:
Balance at 1 january 2008 89.2 13.4 102.6
Exchange rate adjustment 0.0 0.0 0.0
Additions 0.0 0.0 0.0
Disposals 0.0 -10.7 -10.7
Transferred to/from other items 0.0 0.0 0.0
Balance at 31 December 2008 89.2 2.7 91.9

Depreciation and impairment losses:
Balance at 1 january 2008 0.0 5.9 5.9
Exchange rate adjustment 0.0 0.0 0.0
Disposals 0.0 -10.7 -10.7
Reversal of impairment losses 0.0 0.0 0.0
Depreciation and impairment losses for the year 0.0 5.1 5.1
Balance at 31 December 2008 0.0 0.3 0.3

carrying amount at 31 December 2008 89.2 2.4 91.6

cost:
Balance at 1 january 2009 89.2 2.7 91.9
Exchange rate adjustment 0.0 0.0 0.0
Additions 0.0 0.0 0.0
Disposals 0.0 0.0 0.0
Transferred to/from other items 0.0 0.0 0.0
Balance at 31 December 2009 89.2 2.7 91.9

Depreciation and impairment losses:
Balance at 1 january 2009 0.0 0.3 0.3
Exchange rate adjustment 0.0 0.0 0.0
Disposal 0.0 0.0 0.0
Reversal of impairment losses 0.0 0.0 0.0
Depreciation and impairment losses for the year 0.0 0.2 0.2
Balance at 31 December 2009 0.0 0.5 0.5

carrying amount at 31 December 2009 89.2 2.2 91.4

please refer to note 9 for information on impairment testing.
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vessels and Other plant

USD million Land and capitalized prepayments and operating
buildings dry-docking  on vessels equipment Total

TanGIBle 
FIXeD aSSeTS
cost:
Balance at 1 january 2008 4.4 2,393.1 259.4 12.0 2,668.9
Exchange rate adjustment -0.5 0.0 0.0 0.0 -0.5
Additions 0.1 93.4 277.5 6.8 377.8
Disposals 0.0 -99.9 0.0 -0.8 -100.7
Transferred to/from other items 0.0 264.2 -264.2 0.0 0.0
Balance at 31 December 2008 4.0 2,650.8 272.7 18.0 2,945.5

Depreciation and impairment losses:
Balance at 1 january 2008 0.2 223.3 0.0 6.1 229.6
Exchange rate adjustment 0.0 0.0 0.0 0.3 0.3
Disposals 0.0 -16.4 0.0 -0.5 -16.9
Depreciation for the year 0.1 118.0 0.0 2.9 121.0
Balance at 31 December 2008 0.3 324.9 0.0 8.8 334.0

carrying amount at 31 December 2008 3.7 2,325.9 272.7 9.2 2,611.5

Hereof finance leases 0.0 0.0 0.0 0.0 0.0

Hereof financial expenses included in cost 0.0 2.3 0.8 0.0 3.1

cost:
Balance at 1 january 2009 4.0 2,650.8 272.7 18.0 2,945.5
Exchange rate adjustment 0.1 0.0 0.0 0.1 0.2
Additions 0.0 44.2 236.9 6.5 287.6
Disposals 0.0 -66.1 0.0 -1.0 -67.1
Transferred to/from other items 0.0 235.8 -235.8 0.0 0.0
Transferred to non-current assets held for sale 0.0 -49.9 0.0 0.0 -49.9
Balance at 31 December 2009 4.1 2,814.8 273.8 23.6 3,116.3

Depreciation and impairment losses:
Balance at 1 january 2009 0.3 324.9 0.0 8.8 334.0
Exchange rate adjustment 0.0 0.0 0.0 0.0 0.0
Disposals 0.0 -22.8 0.0 -0.6 -23.4
Reversal of impairment losses 0.0 0.0 0.0 0.0 0.0
Depreciation for the year 0.1 127.9 0.0 4.6 132.6
Transferred to non-current assets held for sale 0.0 -5.6 0.0 0.0 -5.6
Balance at 31 December 2009 0.4 424.4 0.0 12.8 437.6

carrying amount at 31 December 2009 3.7 2,390.4 273.8 10.8 2,678.7

Hereof finance leases 0.0 42.1 0.0 0.0 42.1

Hereof financial expenses included in cost 0.0 2.5 1.1 0.0 3.6

included in the carrying amount for vessels and capitalized dry-docking are capitalized dry-docking costs in the amount of uSD 35.5 million 
(2008: uSD 35.6 million).     
     
For information on assets used as collateral security, please refer to note 17.

in all material aspects the depreciations under Other plant and operating equipment of uSD 4.6 million relate to administration  
(2008: uSD 2.9 million).

please refer to note 9 for information on impairment testing.     
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ImPaIRmenT TeSTInG    
As at 31 December 2009, Management performed a review of the 
 recoverable amount of the assets by assessing the net selling price and 
the value in use for the significant assets within the two cash  generating 
units The Tanker Division and the Bulk Division and the  investment in 
50% of FR8. 

Based on the review, Management concluded that the assets within the 
Tanker Division and the Bulk Division were not impaired whereas the 
carrying amount of the investment in 50% of FR8 should be reduced by 
an impairment loss of uSD 20.0 million to the calculated recoverable 
amount of uSD 114.7 million.

in the assessment of the net selling price, Management included a 
review of market values derived as the average of three internationally 
acknowledged shipbrokers’ valuations. 

The assessment of the value in use was based on the present value 
of the expected future cash flows derived from discounted cash flow 
calculations. The calculation of value in use is very sensitive to the key 
assumptions which are considered to be related to the future develop-
ment in freight rates and to the wACC applied as discounting factor in 
the calculations. The sensitivities have been assessed as follows, all 
other things being equal: 
• A decrease in freight rates of 10% over the remaining life of the 

vessels would not lead to impairment of assets within the Tanker 
Division and the Bulk Division.

• An increase in wACC of 2%-points would not lead to impairment of 
assets within the Tanker Division and the Bulk Division.

The major assumptions used in the calculation of the value in use are:
• The cash flows are based on known tonnage including vessels con-

tracted for delivery in future period. Additions or sales of tonnage 
are not factored in as the timing and effect of such  transactions 
is highly uncertain. However, additions will only be made if 
Management expects to achieve a return in excess of the discount 
rate applied in the impairment test.

• The product tankers are expected to generate normal income for at 
least 25 years. Given the current age profile of the tanker fleet, the 
remaining life would be at least 19 years.

• Goodwill with a carrying amount of uSD 89.2 million was acquired in 
the acquisition of OMi in 2007 and has been allocated to the Tanker 
Division.

• Freight rate estimates in the period 2010 to 2012 are based on the 
extensive experience and knowledge of the market embedded in 
the Tanker Division as expressed in the Company’s business plans. 
Freight rates beyond 2012 are based on the 10 year historic average 
freight rates from Clarkson adjusted by the inflation rate. 

• Operating expenses and administrative expenses are estimated 
based on experience and knowledge of the market as well as plans 
and initiatives outlined in the operating budgets and business plans 
for the period 2010 to 2012. Beyond 2012, operating expenses per 
operating day and administrative expenses are expected to increase 
with the inflation rate.

• wACC is set to 9%. wACC is calculated using a standard wACC 
model in which cost of equity, cost of debt and capital structure are 
the key parameters.

• The inflation rate is based on the uS Federal Reserve and ECB infla-
tion target over the medium term, currently set to 2%. 

Management believe these major assumptions to be reasonable.  
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USD million

2009 2008

FInancIal ITemS
Financial income
interest income from cash and cash equivalents, etc. 1.3 7.3
Gain on sale of other investments (available-for-sale) 3.7 2.6
Dividends 0.1 1.3
Exchange rate adjustments including net gains/loss from forward exchange rate contracts 1.0 5.0

6.1 16.2

Financial expenses
interest expense on mortgage and bank debt including net gains/loss on interest related derivatives 52.8 79.7
Fair value adjustments on derivative financial instruments 21.4 14.7
Other financial expenses 1.2 8.5
Hereof included in the cost of tangible fixed assets -0.5 -0.5

74.9 102.4

Total financial items -68.8 -86.2

nOTe 11

FReIGhT ReceIvaBleS, eTc.

Analysis as at 31 December of freight receivables etc.: 

USD million

2009 2008

FReIGhT ReceIvaBleS, eTc.
Neither past due nor impaired 29.7 57.3
Due < 30 days 21.1 45.5
Due between 30 and 180 days 4.6 13.5
Due > 180 days 6.7 3.9
Total Freight receivables, etc. 62.1 120.2

As at 31 December 2009, freight receivables, etc. includes receivables at a value of uSD 0.1 million (2008: uSD 0.1 million), 
that is individually determined to be impaired to a value of uSD 0.0 million (2008: uSD 0.0 million).

Movements in the provision for impairment of freight receivables, etc. during the year are as follows:

USD million

2009 2008

PROvISIOn FOR ImPaIRmenT OF FReIGhT ReceIvaBleS, eTc.
Balance at 1 january 0.1 0.9
provisions for the year 0.0 0.0
provisions reversed during the year 0.0 -0.1
provisions utilized during the year 0.0 -0.7
Balance at 31 December 0.1 0.1

provision for impairment of freight receivables, etc. has been recognized in the income statement under 
administrative expenses. The provision is based on an individual assessment of each individual receivable. 
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USD million

2009 2008

OTheR ReceIvaBleS
partners and commercial managements 1.1 8.4
Derivative financial instruments 2.7 27.0
Receivables at joint ventures 2.6 22.0
Tax receivables 1.2 1.7
Miscellaneous, including items related to shipping activities 9.2 12.9

16.8 72.0

nOTe 13

USD million

2009 2008

TaX eXPenSeS
Current tax for the year -3.3 -3.0
Adjustments related to previous years 4.9 3.8
Adjustment of deferred tax 0.1 0.5

1.7 1.3

2009 2008

RecOncIlIaTIOn OF The eFFecTIve cORPORaTIOn TaX RaTe FOR The YeaR
Corporation tax rate in Denmark 25.0% 25.0%
Differences in tax rates, foreign subsidiaries 46.4% -7.8%
Differences in tax rates, foreign jointly controlled entities -15.2% -1.3%
Adjustment of tax related to previous years 25.6% -1.0%
Effect from the tonnage tax scheme -72.9% -15.3%
effective corporate tax rate 8.9% -0.4%

The Company participates in the tonnage tax scheme in Denmark. participation in the tonnage tax scheme is binding until 31 December 2010. 
  
under the Danish tonnage tax scheme, the income and expenses from shipping activities are not subject to direct taxation. instead the taxable 
income is calculated from:  
• The net tonnage of the vessels used to generate the income from shipping activities.  
• A rate applicable to the specific net tonnage of the vessel, based on a sliding scale.  
• The number of days the vessels are used during the year.  
  
The Company expects to participate in the tonnage tax scheme after the binding period and at a minimum to maintain its current investing and 
activity level.  
  
payment of dividends to the shareholders of TORM A/S has no tax consequences for TORM A/S.  .

USD million

2009 2008

DeFeRReD TaX
Balance at 1 january 55.1 55.6
Deferred tax for the year -0.1 -0.5
Balance at 31 December 55.0 55.1

Essentially all deferred tax relates to vessels included in the transition account under the Danish tonnage tax scheme.
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2009 2008 2009 2008

Nominal Nominal
Number Number value value

of shares of shares DKK DKK
million million million million

cOmmOn ShaReS
Balance at 1 january 72.8 72.8 364.0 364.0
Balance at 31 December 72.8 72.8 364.0 364.0

The common shares consist of 72.8 million shares at a denomination of DKK 5 per share. No shares carry special rights.  All issued shares are 
fully paid.      
 
in May 2007, the denomination of the Company’s shares was changed from DKK 10 per share to DKK 5 per share. The nominal value of the 
Company’s common shares remained unchanged DKK 364.0 million, whereas the number of shares were changed from 36.4 million shares of 
DKK 10 each to 72.8 million shares of DKK 5 each. 

in May 2004, the Company increased the share capital from nominally DKK 182.0 million to nominally DKK 364.0 million through the issue of 
18.2 million bonus shares of DKK 10 each. The bonus shares were allotted to the Company’s existing shareholders at the ratio of 1:1. Beyond 
this, no changes have been made to the share capital within the last five years. 

2009 2008 2009 2008 2009 2008
Nominal Nominal

Number Number value value % of % of
of shares of shares DKK DKK share share

(1,000) (1,000) million million capital capital

TReaSuRY ShaReS
Balance at 1 january 3,556.4 3,556.4 17.8 17.8 4.9 4.9
purchase 0.0 0.0 0.0 0.0 0.0 0.0
Sale 0.0 0.0 0.0 0.0 0.0 0.0
Share-based compensation exercised 0.0 0.0 0.0 0.0 0.0 0.0
Balance at 31 December 3,556.4 3,556.4 17.8 17.8 4.9 4.9

The total consideration for the treasury shares was uSD 18.1 million.    
   
At 31 December 2009, the Company’s holding of treasury shares represented 3,556,364 shares (2008: 3,556,364 shares) at a denomination of 
DKK 5 per share, with a total nominal value of uSD 3.4 million (2008: uSD 3.4 million) and a market value of uSD 34.7 million (2008: uSD 37.4 
million). The retained shares equate to 4.9% (2008: 4.9%) of the Company’s common shares.    
    
The total consideration in respect of the purchase of treasury shares was uSD 0.0 million (2008: uSD 0.0 million), and for the sale of shares it 
was uSD 0.0 million (2008: uSD 0.0 million). The treasury shares are held as a hedge of the Company’s program for share-based 
 compensation. 
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USD million

2009 2008

mORTGaGe DeBT anD Bank lOanS  
To be repaid as follows:
Falling due within one year 141.5 212.4
Falling due between one and two years 185.0 129.7
Falling due between two and three years 180.0 173.2
Falling due between three and four years 726.7 168.3
Falling due between four and five years 174.8 452.8
Falling due after five years 362.8 581.8

1,770.8 1,718.2

The presented amounts to be repaid are adjusted by directly related costs arising from the issuing of the loans by uSD 9.8 million (2008: uSD 
4.9 million) which are amortized over the term of the loans.    

eFFecTIve InTeReST anD FaIR value OF mORTaGe DeBT
anD Bank lOanS 

2009 2008 2009 2008
USD million Fixed/ Effective Effective Fair Fair

Maturity floating interest interest value value

lOan
uSD 2009 Floating - 4.0% - 82.7
uSD 2011 Fixed 4.4% 4.4% 51.9 56.2
uSD 2012 Fixed 4.4% 4.4% 55.7 59.9
uSD 2013 Fixed 4.4% 4.4% 31.3 33.5
uSD 2013 Floating 2.1% 3.9% 822.1 528.1
uSD 2014 Floating 2.1% 4.3% 215.0 251.9
uSD 2015 Floating 3.6% 4.0% 149.9 222.5
uSD 2016 Floating 2.2% 3.8% 454.6 488.2

Weighted average effective interest rate 2.4% 4.0%
Fair value 1,780.5 1,723.0

The Group has an early settlement option to repay the loans.                                 
   
part of the loans with floating interest rate have been swapped to fixed interest rate. please refer to note 24 for further information on interest 
rate swaps.      

Certain of TORM’s loan agreements contain minimum requirements to the liquidity and solvency of TORM and other restrictions, which may 
 limit TORM’s ability to:
• Enter into mergers or corporate restructurings, or effect material divestments, if such would be materially adverse to the company.
• Materially change the operations or purpose of the company.

TORM must comply with the following requirements:
• Equity ratio must exceed 25%.
• Equity must exceed DKK 1.25 billion (uSD 240.8 million at 31 december 2009).
• Cash available must exceed uSD 25 million for a significant part of the loans and uSD 60 million for the rest. 

As of 31 December 2009, TORM complies with these minimum requirements and restrictive covenants. Based on TORM’s expected future 
cash flow, investment program etc. TORM expects to comply with the requirements and covenants until the maturity of the loan agreements.
    
please refer to the section ’Risk management’ and note 25 for further information on financial risks.

 NOTES 
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nOTe 16

USD million

2009 2008

OTheR lIaBIlITIeS
partners and commercial managements 0.4 3.7
Accrued operating expenses 9.7 15.2
Accrued interest 5.5 8.7
wages and social expenses 19.1 30.9
Derivative financial instruments 37.9 106.0
payables to joint ventures 1.2 3.2
Tax payables, etc. 0.3 7.8
Miscellaneous, including items related to shipping activities 8.8 4.3

82.9 179.8

nOTe 17

USD million

2009 2008

cOllaTeRal SecuRITY
collateral security for mortgage debt and bank loans:
vessels 1,780.5 1,723.0

1,780.5 1,723.0

The total carrying amount for vessels that have been provided as security amounts uSD 2,060 million at 31 December 2009   
(2008: uSD 1,929 million).   

nOTe 18

USD million

2009 2008

GuaRanTee anD cOnTInGenT lIaBIlITIeS
Guarantee liabilities 0,0 0,0

The guarantee liability for the Group is less than uSD 0.1 million and relates to guarantee liabilities to Danish Shipowners’ Association.

 NOTES 
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USD million

2009 2008

cOnTRacTual lIaBIlITIeS - aS leSSee (operating leases)
charter hire for vessels on time charter (incl. vessels not delivered):
Falling due within one year 230.5 230.5
Falling due between one and two years 227.2 230.3
Falling due between two and three years 220.0 205.3
Falling due between three and four years 195.7 184.4
Falling due between four and five years 147.5 167.0
Falling due after five years 207.4 351.3

1,228.3 1,368.8
Average period until redelivery (year) 3.6 3.9

Leases have been entered into with a mutually non-cancelable lease period of up to eight years. Certain leases include an option to renew for 
one or two additional years at a time for up to three years and/or a purchase option. Exercise of the purchase option on the individual vessel is 
based on an individual assessment. Certain leases include a profit sharing element implying that the actual charter hire may be higher.

newbuilding installments and exercised purchase options (purchase obligations):
Falling due within one year 245.7 277.6
Falling due between one and two years 107.7 261.0
Falling due between two and three years 93.3 111.1
Falling due between three and four years 8.4 58.6
Falling due between four and five years 0.0 0.0
Falling due after five years 0.0 0.0

455.1 708.3

Other operating leases:
Falling due within one year 7.7 6.8
Falling due between one and two years 7.1 7.7
Falling due between two and three years 7.0 7.6
Falling due between three and four years 6.9 7.4
Falling due between four and five years 5.2 7.6
Falling due after five years 3.1 8.8

37.0 45.9

Other operating leases primarily consist of contracts regarding office spaces, cars and apartments as well as iT related contracts. 
   
During the year, charter hire expenses have been recognized in the income statement by uSD 220.9 million (2008: uSD 193.8 million) of which 
uSD -0.3 million (2008: uSD 9.1 million) relates to profit sharing elements. Other operating lease expenses have been recognized in the in-
come statement by uSD 6.7 million (2008: uSD 5.4 million).     

USD million

2009 2008

cOnTRacTual lIaBIlITIeS - aS leSSOR (operating leases)
charter hire income for vessels on time charter and bareboat charter
(incl. vessels not delivered):
Falling due within one year 333.9 256.7
Falling due between one and two years 173.8 159.5
Falling due between two and three years 70.0 34.0
Falling due between three and four years 11.1 11.0
Falling due between four and five years 5.8 5.8
Falling due after five years 2.7 2.8

597.3 469.8
Average period until redelivery (year) 0.7 1.1

Certain leases include a profit sharing element implying that the actual charter hire may be higher.
Charter hire income for vessels on time charter and bareboat charter is recognized under revenue.

neWBuIlDInG cOnTRacTS
As at 31 December 2009, TORM had contracted 15 newbuildings (2008: 20 newbuildings) to be delivered during 2010 to 2013. For all 15 vessels 
the total outstanding contractual commitment amounted to uSD 455 million as at 31 December 2009 (2008: uSD 686 million). in 2008, TORM 
called an option to acquire one panamax bulk carrier on time charter built in 2005 and to be delivered in 2009. As at 31 December 2008 the 
contractual liability relating to this vessel amounted to uSD 22 million.    

 NOTES 
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Minimum

USD million lease interest Carrying
payments element amount

FInance leaSe lIaBIlITIeS - aS leSSee 
lease liabilities regarding finance lease assets:

2009
Falling due within one year 4.9 -3.1 1.8
Falling due between one and five years 19.6 -10.4 9.2
Falling due after five years 27.4 -4.8 22.6

51.9 -18.3 33.6

Fair value 33.6

2008
Falling due within one year 0.0 0.0 0.0
Falling due between one and five years 0.0 0.0 0.0
Falling due after five years 0.0 0.0 0.0

0.0 0.0 0.0

Fair value 0.0

Finance lease relates to an MR product tanker vessel chatered on bareboat for a period of eight years. The Company has an option to purchase 
the vessel at the end of the 5th, 6th and 7th year of the charter period. At the expire of the charter period, the Company has an obligation to 
purchase the vessel.    
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TIme chaRTeR cOnTRacTS

At 31 December 2009, TORM had entered into the following time charter contracts as lessee: 
2009 2008

year/ Number of Average daily Number of Average daily
vessel type operating days freight rates operating days freight rates

uSD uSD

2009:
LR2 - - 537 25,459
LR1 - - 4,177 20,524
MR - - 2,719 17,105
SR - - 700 22,500
panamax - - 3,541 16,409
2010:
LR2 379 24,456 380 24,615
LR1 5,059 21,435 4,882 22,137
MR 3,285 16,994 3,285 17,272
SR 13 22,500 30 22,500
panamax 3,702 15,301 3,296 15,442
2011:
LR1 4,791 22,754 4,228 22,620
MR 3,619 17,394 3,254 17,177
panamax 3,582 15,425 3,468 15,514
2012:
LR1 3,959 23,956 3,376 22,818
MR 3,166 18,367 2,672 16,426
panamax 4,227 15,848 4,015 15,810
2013:
LR1 2,980 25,146 2,433 23,666
MR 2,892 18,160 2,657 16,424
panamax 4,210 16,215 4,213 16,170
2014:
LR1 2,218 24,000 1,982 24,000
MR 2,190 16,155 2,190 16,155
panamax 3,697 15,938 3,697 15,922
2015:
LR1 206 24,000 - -
MR 1,976 16,155 1,989 16,201
panamax 3,290 15,936 3,296 16,016
2016:
MR 397 16,133 394 16,072
panamax 2,148 16,269 2,053 16,369
2017:
MR 278 15,900 288 15,900
panamax 1,825 16,466 1,825 16,476
2018:
panamax 1,361 16,466 1,551 16,767
2019:
panamax 730 17,450 730 17,450
2020:
panamax 410 17,450 639 17,450

The above-mentioned time charter contracts are included in the contractual liabilities in note 19.    
  
     
     .
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PuRchaSe OPTIOnS On veSSelS

At 31 December 2009, TORM had the following purchase options on vessels: 
Average option

Average age of vessels, exercise price
Exercise year/ Number as per exercise date at 31 Dec. 2009
vessel type of vessels   of the options, years uSD million

2010:
LR1 *) 2 6.8 41.5
panamax **) 2 1.2 46.0
2011:
LR1 ***) 1 4.0 31.3
MR *) 1 3.0 38.4
panamax 1 3.0 35.2
2012:
panamax 1 3.0 32.5
2013:
panamax 3 3.7 37.5
2014:
MR 1 5.0 39.3
panamax 1 5.0 45.0
2015:
panamax 1 5.0 43.3
2016:
panamax 1 5.0 48.8
2017:
panamax 2 5.0 48.2
2018:
panamax 1 7.0 48.8

Total 18

At 31 December 2008, TORM had purchase options on 17 vessels.   
  
*)      The stated option price is the minimum option price for the vessel. There is a 50/50 profit sharing on the difference between the market 

price and the option price.  

**)    Each option can be exercised if the market price for the vessel exceeds the option price by minimum uSD 2 million  
There is a 50/50 profit sharing on the difference between the market price and the option price.  

***) TORM holds 50% of the purchase option on two vessels, and therefore the stated option price is for 50% of two vessels.  
  

nOTe 23

acquIReD TIme chaRTeR cOnTRacTS

The Company has under a business combination acquired some time charter contracts which have been measured at fair value and recogni-
zed as a liability as of the acquisition date. This liability is amortized over the life of the underlying time charter contract, and is recognized as 
income under Revenue.

The table below shows the amortization:   

USD million

2009 2008

amORTIZaTIOn OF acquIReD TIme chaRTeR cOnTRacTS
Amortization within one year 3.8 11.1
Amortization between one and two years 0.1 3.8
Amortization between two and three years 0.0 0.1
Amortizering between three and four years 0.0 0.0
Amortization between four and five years 0.0 0.0
Amortization after five years 0.0 0.0

3.9 15.0

During the year, amortization of acquired time charter contracts has been recognized as an income by uSD 11.1 million
(2008: uSD 17.4 million). 
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DeRIvaTIve FInancIal InSTRumenTS

The table below shows the fair value of the derivative financial instruments:   

Fair value Fair value
USD million at 31 Dec. at 31. Dec.

2009 2008

hedge accounting cash flows:
Derivative financial instruments regarding interest rate and currency exchange rate: 
Forward exchange rate contracts  -0.6 -0.2
interest rate swaps -2.7 -6.3
Derivative financial instruments regarding freight and bunkers: 
Bunker hedge 0.0 -44.0
Forward Freight Agreements 0.0 16.7
non hedge accounting:
Derivative financial instruments regarding interest rate and currency exchange rate: 
Forward exchange rate contracts  0.0 -0.1
interest rate swaps  -26.4 -32.3
Derivative financial instruments regarding freight and bunkers: 
Bunker hedge -0.6 0.9
Forward Freight Agreements -4.7 0.6
Derivative financial instruments regarding options on vessels: 
Right to share of gain on purchase options on vessels 8.9 41.7
Acquired liabilities related to options on vessels -3.7 -10.7

-29.8 -33.7

hereof included in:
non-current assets
Other financial assets 8,5 31,0

current assets
Other receivables 1,2 25,9
Other financial assets 0,4 10,7

non-current liabilities
Acquired liabilities related to options on vessels -1,9 -10,7

current liabilities
Other liabilities -36,2 -90,6
Acquired liabilities related to options on vessels -1,8 0,0

-29,8 -33,7
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The table below shows realized amounts as well as fair value adjustments regarding derivative financial instruments recognized in the income 
statement and equity in 2009 and 2008:

income statement
port 

expenses, Freight and Equity
USD million bunkers and bunker Financial hedging

Revenue commissions derivatives items reserves

Bunker hedge - -27.5 -2.0 - 44.0
Forward Freight Agreements 25.3 - -9.9 - -16.7
Forward exchange rate contracts  - - - 2.8 -1.6
Forward rate agreement  - - - -0.1 0.1
interest rate swaps  - - - -12.6 3.6
Currency options - - - 2.4 -
Acquired liabilities related to options on vessels - - - 5.4 -
Right to share of gain on purchase options on vessels - - - -31.3 -
Total 2009 25.3 -27.5 -11.9 -33.4 29.4

Bunker hedge - -2.8 0.9 - -47.3
Forward Freight Agreements -10.9 - -14.5 - 10.7
Forward exchange rate contracts  - - - -3.5 1.0
Forward rate agreement  - - - - -0.1
interest rate swaps  - - - -32.6 -5.7
Currency options - - - -2.1 -
Forward to buy shares - - - 0.3 -
Acquired liabilities related to options on vessels - - - 10.2 -
Total 2008 -10.9 -2.8 -13.6 -27.7 -41.4

please refer to the section ’Risk management’ and note 25 for further information on commercial and financial risks. 

The forward exchange rate contracts with a fair value of uSD -0.6 million (2008: uSD -0.2 million) are designated as hedge accounting to 
hedge a part of TORM’s payments in 2010 regarding administrative and operating expenses denominated in DKK. 
The interest rate swaps with a fair value of uSD -2.7 million (2008: uSD -6.3 million) are designated as hedge accounting to hedge a part of 
TORM’s interest payments during the period 2010 to 2013. 
The gains or losses on these contracts will be recognized in the income statement when realized together with the hedged items.
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RISkS aSSOcIaTeD WITh TORm’S acTIvITIeS
The risks can generally be divided into three main categories: industry 
and market-related risks, operational risks and financial risks. 

InDuSTRY anD maRkeT-RelaTeD RISkS
industry and market-related risk factors relate to changes in the 
markets and in the political, economic and physical environment that 
Management cannot control and can only influence to a very limited 
degree. However, as industry- and market-related factors can be a 
significant risk it is essential that they are monitored and taken into con-
sideration in the long-term planning and in the short-term execution of 
the strategy.

POlITIcal anD macRO ecOnOmIc RISkS
•	 The	cargos	that	TORM’s	vessels	carry	around	the	world	include	

refined oil products, iron ore, coal, grain and other commodities, for 
which the demand is highly dependent on macroeconomic develop-
ments and political decisions. These decisions and developments 
also affect the price of bunkers and steel as well as the rules under 
which TORM operates, e.g. in relation to the protection of the env-
ironment. Changes in demand for the cargos that TORM carries 
affect our revenues, changes in bunker prices, e.g. due to a possible 
environment charge added to the bunker prices, affect the operating 
expenses and changes in steel prices affect the prices of vessels. 
Rules governing the environmental impact of shipping are currently 
an area of great uncertainty. Additional environmental regulati-
ons are likely to be introduced, either on a global basis under the 
auspices of iMO or area-wise like in the Eu and/or as local rules for 
specific countries. Such factors may ultimately affect the Company’s 
earnings and value.

TORM monitors product tanker and bulk market developments as well as 
the global economic trends that are likely to affect the Company’s busi-
ness areas. The analysis of supply and demand on pages 16-18 and 24 is 
an example of this. in addition, the Company supports and participates in 
industry and political forums working to shape the future for the shipping 
industry in order to follow and possibly influence the direction to protect 
the interests of the Company. 

FReIGhT RaTe vOlaTIlITY
•	 The	Company’s	income	is	principally	generated	from	voyages	car-

ried out by its fleet of vessels. As such, TORM is exposed to the con-
siderable volatility that characterizes freight rates.    

in the tanker segment it is the Company’s strategy to seek a certain 
exposure to this risk, as volatility also represents an opportunity as ear-
nings historically have been higher in the day-to-day market compared 
to time charters. On the other hand, TORM is aiming at reducing the sen-
sitivity to the volatility of freight rates by achieving economies of scale, 
by actively seeking the most optimal geographical positioning of the fleet 
and by optimizing the service offered to customers.   

within the tanker pools, freight income is to a certain extent covered 
against the general volatility through the use of physical contracts, such 
as cargo contracts and time charter agreements with durations of 6-24 
months. in addition to these, TORM uses financial instruments such as 
forward freight agreements (FFAs) and paper-based time charter con-
tracts, with coverage of typically 6-12 months forward, based on market 
expectations and in accordance with the Company’s risk management 
policies. 

in 2009, 48% of freight earnings deriving from the Company’s tankers 
were secured in this way compared to 56% in 2008. Time charter con-
tracts accounted for 84% of overall hedging, as this hedging instrument 
resulted in higher rates than those offered by the forward market. in 

2009, the Company entered into FFAs with a total contract value of uSD 
292 million. At the end of 2009 the coverage for 2010 is at a relatively low 
level (31 %).

FFA trade and other freight-related derivatives are subject to specific 
risk policies and guidelines approved by the Board of Directors including 
trading limits, stop-loss policies, segregation of duties and other internal 
control procedures. Transactions are registered in an industry-developed 
iT system, which provides mark-to-market reports to Management and 
input for financial reporting. 

in the bulk segment, TORM is a relatively small market participant, and 
the Company reduces sensitivity to the general volatility of freight rates 
primarily by entering into time charter agreements, typically of 12 to 24 
months’ duration. The Company does not make use of FFAs in the dry 
bulk market.

TORM applies hedge accounting to certain FFA contracts. Hedge 
accounting is applied systematically and is based upon specific policies.

All things being equal, a freight rate change of uSD/day 1,000 would 
lead to the following change in profit before tax based on the expected 
number of earning days for the coming financial year to the extent the 
Company’s vessels have not already been chartered out at fixed rates:

USD million  2009 2008
  

SenSITIvITY TO chanGeS In FReIGhT RaTeS         
Change in freight rates of uSD/day 1,000: 
Change in profit before tax  24.0 20.4

SaleS anD PuRchaSe PRIce FlucTuaTIOnS
•	 It	is	a	core	element	of	TORM’s	strategy	to	maintain	and	expand	a	

large fleet of modern vessels, particularly in the product tanker seg-
ment, by contracting newbuildings and through transactions in the 
second-hand market. As a result, the Company is exposed to risk 
associated with changes in the value of the vessels, which can vary 
considerably during their useful lives.

it is the Company’s policy to be in a position to purchase and sell ton-
nage when the timing is optimal. The policy is pursued by consistently 
maintaining a strong financial position and by not entering into positions 
that potentially could force the Company to sell tonnage at inappropriate 
times or otherwise impact the Company’s result or financial position. 
This policy proved its value as TORM despite the difficult market conditi-
ons in 2009 has not been forced into selling vessels. 

BunkeR PRIce FlucTuaTIOnS
•	 The	Company’s	operating	profit	is	affected	by	movements	in	the	

price of fuel oil consumed by the vessels – known in the industry 
as bunkers. The cost of bunkers accounted for 53% of total voyage 
costs in 2009 and is by far the biggest single cost related to a voya-
ge. 

To reduce the exposure to this risk, the Company hedges a part of its 
bunker requirements using oil derivatives.

within the tanker pools, bunker requirements are hedged according to 
the policy decided by the pool board and coverage is usually provided for 
a period of up to 12 months forward.

Bunker trade is subject to specific risk policies and guidelines approved 
by the Board of Directors including trading limits, stop-loss, stop-gain 
and stop-at-zero policies, segregation of duties and other internal con-
trol procedures.
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For the bulk carriers, the bunker requirements are similarly hedged to 
match cargo contract commitments, but the requirements are generally 
less, given that the majority of earnings derive from vessels chartered 
out on time charter, where the charterer is responsible for the payment 
of bunkers.

in 2009, TORM covered 10% (2008: 18%) of its bunker requirements 
using hedging instruments. As at 31 December 2009, TORM had hedged 
the price for 0.0% (2008: 12,5%) of its bunker requirements in the spot 
market for 2010, and the total market value of bunker hedge contracts 
at year-end was uSD -0.6 million (2008: uSD -43.1 million) of which the 
spot market contracts amounted to uSD 0.0 million (2008: -29.7 million). 

TORM applies hedge accounting to certain bunker hedge contracts. 
Hedge accounting is applied systematically and is based upon specific 
policies.

All things being equal, a price change of 10% per ton of bunker oil would 
lead to the following change in expenditure based on the expected bun-
ker consumption in the spot market:

USD million 2009 2008

SenSITIvITY TO chanGeS In The BunkeR PRIceS     
increase in the bunker prices of 10% per ton:   
Change in bunker expenses   32.6 14.6

OPeRaTIOnal RISkS
Operational risks are those risks associated with the ongoing operations 
of the business.

veSSel uTIlIZaTIOn
•	 In	the	tanker	segment,	TORM	is	a	shipowner	with	a	large	fleet	of	

modern double-hulled vessels. The Company’s strategic focus is to 
provide a quality service to cargo holders. The Company primarily 
operates in the spot market. Consequently, vessel utilization is a 
significant risk factor. in the bulk segment, tonnage is chartered 
out on time charter contracts, and the risk pattern in terms of re-
employment of these vessels is therefore slightly different, as the 
Company has more time to plan the subsequent employment period.

By operating and participating in tanker pools and through the careful 
matching of front and back haul cargoes, the Company strives to achieve 
an optimal geographical coverage and market presence and minimize 
ballast time and waiting days. On this basis, TORM is able to maximize 
its vessel utilization.

During 2009 the outlook for the re-employment of certain dry bulk 
vessels by the end of their existing contracts was so gloomy, that the 
Company decided to postpone chartering out the vessels for longer 
periods of time and instead placed the vessels in the spot market. At the 
end of 2009 all the Company’s bulk vessels were chartered out on time 
charter contracts.

SaFe OPeRaTIOn OF veSSelS
•	 Groundings,	collisions,	pollution	or	similar	events	can	have	serious	

consequences, and operation of vessels is consequently heavily 
regulated by statutory bodies. Such events could result in changes 
to the Company’s financial position, in the short-term through loss 
of hire, cost of vessel repairs, claims and penalties and in the longer 
term through loss of reputation caused by delays and customer 
dissatisfaction. in addition, many customers including the major oil 
companies have set up own standards relating to safety, protection 
of the environment, etc. that the vessel, the crew and the shore-

based operation must meet in order to be allowed to transport oil 
products for them. inspections, so-called vettings, are carried out by 
the oil companies to ensure that their standards are met.

A high standard of operation is a cornerstone in the way TORM conducts 
its business. TORM has dedicated the necessary specific resources and 
built up management systems to ensure that the Company is in compli-
ance with and in the forefront of both statutory requirements and addi-
tional requirements from customers concerning operational procedures, 
quality and experience of seafarers, etc. Officer seminars are conducted 
several times a year to ensure that our officers always have the most 
up-to-date knowledge of regulations, best practice and the Company’s 
requirements as to the operation of the vessels.

in order to document and assist in maintaining a consistently high 
standard of operations, the Company observes voluntary international 
Standards such as iSO 14001, and the compliance with this standard is 
audited annually by Lloyd’s Register of Shipping.

The Company’s Quality Management System (QMS) addresses the secu-
rity, safety, environmental and quality requirements of mandatory and 
voluntary standards. For further details on security and quality, working 
conditions and environment, please refer to page 32.

avaIlaBIlITY OF eXPeRIenceD SeaFaReRS anD STaFF
•	 The	availability	of	experienced	seafarers	and	staff	is	crucial	to	achie-

ve the desired high standard of vessel operation. 

TORM recruits seafarers from four different geographical areas in order 
to be able to select the best qualified staff and to avoid undue reliance on 
a specific manning source. TORM is dedicated to training and develop-
ment of seafarers and shore based staff and aims to be considered a 
first class shipping company to work for.

TeRRORISm anD PIRacY
•	 While	terrorism	constantly	is	a	world-wide	risk,	in	recent	years	

piracy attacks on vessels have increased in frequency in specific 
geographical areas of the world. 

TORM is dedicated to taking all reasonable countermeasures to secure 
the crew, the cargo and the vessel from acts of terrorism or piracy. The 
Company is following the international Ship and port facility Security 
Code and the international guidelines to avoid, deter and delay piracy 
attacks.

TORM has implemented extensive best-practice security instructions for 
vessels sailing in the risky areas, and these are regularly updated accor-
ding to the current situation. The vessels carry barbed wire and bullet-
proof jackets and helmets and the seafarers are trained, practically and 
mentally, in handling dangerous situations. TORM’s internal audit teams 
have completed training in handling piracy and they pass on this know-
ledge when visiting vessels. it is the Company’s belief that physical, per-
sonal resistance and the use of hand weapons will only serve to aggra-
vate the methods used by the pirates, and such measures are therefore 
not used. For information on TORMs escalated focus and procedures in 
2009 please refer to page 37.

InSuRance cOveRaGe
•	 In	the	course	of	the	fleet’s	operation,	various	casualties,	accidents	

and other incidents may occur that may result in financial losses for 
TORM. For example, national and international rules, regulations 
and conventions mean that the Company may incur substantial liabi-
lities in the event that a vessel is involved in an oil spill or emission 
of other environmentally hazardous agents. 
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in order to reduce the exposure to this risk, the fleet is insured against 
such risks to the extent possible. The total insurance programme com-
prises a broad cover of risk in relation to the operation of vessels and 
transportation of cargoes, including personal injury, environmental 
damage and pollution, cargo damage, third-party casualty and liability, 
hull and engine damage, total loss and war. All of TORM’s owned vessels 
are insured for an amount corresponding to their market value plus a 
margin to cover any fluctuations. Liability risks are covered in line with 
international standards. Furthermore, all vessels are insured for loss of 
hire for a period of up to 90 days in the event of a casualty.

it is TORM’s policy to cooperate with financially sound international 
insurance companies with a credit rating of BBB or better – presently 
some 14-16 companies along with two p&i Clubs to diversify risk. The 
p&i clubs are members of the internationally recognized collaboration, 
international Group of p&i clubs, and the Company’s vessels are each 
insured for approximately uSD 1 billion, which is the maximum cover 
offered. At the end of 2009, the aggregate insured value of hull and 
machinery and interest for TORM’s owned vessels and newbuildings 
amounted to uSD 3.3 billion.

STaBIlITY OF IT-SYSTemS
•	 TORM’s	ability	to	service	the	customers	and	operate	the	vessels	

is dependent on the continued operation of iT systems critical to 
the business, including a vessel operation system containing infor-
mation about vessel positions, the Company’s agreements with 
customers and other agreements made in the market, the system 
recording estimated and actual hire for individual voyages, the plant 
maintenance system and the ERp system.

All iT systems are monitored and managed in accordance with the 
Company’s internal control system, iNCA. The internal control system 
includes an iT system recovery plan detailing how the employees should 
react and continue to conduct the business in case of an emergency 
rendering a system inactive. This plan describes how to re-establish 
TORM’s iT systems and data access in case of a system breakdown. The 
iT systems are maintained and managed as a single application portfolio 
to ensure that the iT platform is at all times interconnected and func-
tions as intended.

cOunTeRPaRTY RISk
•	 The	negative	development	in	the	shipping	industry	during	2009	cau-

sed counterparty risk to be an ever present challenge demanding 
close monitoring to manage and decide action to minimize pos-
sible losses. The maximum counterparty risk associated is equal to 
the values recognized in the balance sheet. A consequential effect 
of the counterparty risk is loss of income in future periods, e.g. 
counterparts not being able to fulfill their responsibilities under a 
time charter, a contract of affreightment or an option. The main 
risk is the difference between the fixed rates under a time charter 
or a contract of affreightment and the market rates prevailing upon 
default.

The Company has focused closely on its risk policies and procedures 
during the year to assure that risks managed in the day-to-day busi-
ness are kept at agreed levels and that changes in the risk situation are 
brought to management’s attention. 

The Company’s counterparty risks are primarily associated with
i. receivables, cash and cash equivalents,
ii. derivative financial instruments and commodity instruments with 

positive fair value, and
iii. prepayments for vessels under construction. 

Receivables, cash and cash equivalents
The majority of TORM’s customers are companies that operate in the 
oil industry. it is assessed that these companies are to a great extent 
subject to the same risk factors as those identified for TORM’s Tanker 
Division.

in the Tanker Division, a major part of the Company’s freight revenues 
stems from a small group of customers. One customer accounted 
for 13% of our freight revenues in 2009 and was the only customer 
accounting for more than 10% this year. The concentration of earnings 
on a few customers requires extra attention to credit risk. TORM has 
a credit policy under which continued credit evaluations of new and 
existing customers take place. For long-standing customers, payment of 
freight normally takes place after a vessel has discharged her cargo. For 
new and smaller customers, the Company’s financial risk is limited as 
freight most often is paid prior to the cargo’s discharge or, alternatively, 
that a suitable bank guarantee is placed in lieu thereof.

unlike the product tanker market, the bulk market is very fragmented 
and characterized by a large proportion of operating companies. Due to 
the relatively longer contracts in the Bulk Division for periods of 12 to 
24 months, vessels are only chartered out to a small group of named 
large, reputable customers that are well-known to TORM, regardless of 
whether a higher charter rate could potentially have been obtained from 
other, smaller and unknown customers. However, during 2008 and in 
the beginning of 2009, even reputable customers were affected by the 
extremely negative development in freight rates. in 2009, the Company 
entered into agreements with customers on a few occasions to limit 
counterparty risks. in one instance the Company entered into an agre-
ement with a customer to terminate certain contracts with the specific 
aim of reducing losses. 

As a consequence of the payment patterns mentioned above, the 
Company’s receivables within the Tanker and the Bulk Divisions prima-
rily consist of receivables from voyages in progress at year end and, to 
a lesser extent, of outstanding demurrage. For the past five years, the 
Company has not experienced any significant losses in respect of charter 
payment or any other freight agreements. with regard to the collection of 
demurrage, the Company’s average stands at 97-98%, which is conside-
red to be satisfactory given the differences in interpretation of events. By 
the end of 2009, demurrage represented approximately 6% of the total 
freight revenues.

The Company only places cash deposits with major banks covered by a 
government guarantee or with strong and acceptable credit ratings.

Derivative financial instruments and commodity instruments
in terms of freight, financial instruments are only traded with major 
banks with a high credit rating and with highly reputed partners with 
a satisfactory credit rating. Credit risk has been reduced as trades are 
mainly entered into through the clearing house Norsk Oppgjørs Sentral 
(NOS), which reduces counterparty risk considerably by daily clearing 
of balances. in 2009 88% of the total volume of FFA trades was traded 
through this clearing house. The two largest counterparts with respect to 
direct FFA each accounted for 2-4% of the volumes traded in 2009. The 
Company only enters into FFAs in the Tanker Division.

Derivative financial instruments, mainly interest rate swaps and forward 
exchange contracts are only traded with major banks with a high credit 
rating.

 NOTES 
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Prepayments for vessels under construction
with regard to TORM’s newbuilding programme, consisting of 15 ves-
sels at Chinese shipyards on order at year-end 2009, the yards have 
issued guarantees for the Company’s prepayments made through the 
construction period. As far as tankers are concerned, all guarantees 
have been arranged via state-owned banks, whereas prepayments made 
for the four bulk carriers are guaranteed via Tsuneishi Holdings. At the 
end of 2009, prepayments to the shipyards constructing vessels for the 
Company totaled uSD 273 million.

FRauD
•	 The	risk	of	fraud	is	inherent	in	all	industries	and	is	not	specific	to	

shipping. However the shipping industry historically has some trade-
marks that might increase the risk of fraud, e.g. the use of brokers, 
the concentration of customers and the material amounts involved 
in each transaction. 

TORM has established a system of internal controls to prevent fraud and 
fraudulent behavior, consisting of segregation of duties, authorizations 
for trading, purchase and approval, codes of ethics and conduct, close 
monitoring of the company’s financial position and a whistleblower faci-
lity.  

FInancIal RISkS
Financial risks relate to the Company’s financial position, financing and 
cash flows generated by the business.

FunDInG RISk
•	 Due	to	the	cyclical	nature	of	the	shipping	industry	and	volatile	

freight rates, incoming cash flows may vary significantly from year 
to year whereas the outgoing cash flows may not be variable to the 
same extent and time. This could damage the financial position of 
the Company.  

To reduce the exposure to this risk and to maintain the ability to react to 
business opportunities, the Company aims to maintain a strong financial 
position. The primary objective of the Company’s capital management is 
to maintain healthy capital ratios in order to support business require-
ments and always meet financial covenants. The Company may adjust its 
financial position through dividend payment to shareholders, introduce 
share buy-back programmes, issue new shares or raise or repay debt.
The Company’s policy is to maintain an equity ratio above 30% both when 
executing short-term business activities and when considering strategic 
initiatives and planning long-term investments. 

Further it has always been TORM’s policy to borrow at the longest pos-
sible maturities and with the fewest possible financial covenants. in 2009, 
the Company continued to raise loans with the same covenants as the 
existing funding commitments but with higher margins. The bond market 
opened up during 2009 providing an additional possible source of funding 
for the Company.

The additional loan facilities entered during 2009 with Chinese banks 
backed by the Chinese government amounted to uSD 337 million. 
including the additional loan facility of uSD 170 million entered into in 
February 2010, TORM’s unutilized loan facilities and cash totalled uSD 
700 million. As of 31 December 2009, the remaining investments in 
TORM’s newbuilding programme amounted to uSD 455 million.

FOReIGn eXchanGe RISk
•	 TORM	uses	USD	as	functional	currency	because	the	majority	of	

the Company’s transactions are denominated in uSD. The foreign 
exchange risk is thereby limited to cash flows not denominated in 
uSD. The primary risk relates to transactions denominated in DKK, 
EuR and SGD and relates to administrative and operating expenses. 
The part of the Company’s expenses that are denominated in cur-
rencies other than uSD account for approximately 90% for admini-
strative expenses and approximately 25% for operating expenses.

To reduce the foreign exchange exposure Company policy is to hedge 
the DKK cash flows for a period of up to 12 months forward, typically by 
entering into forward foreign exchange contracts. As of 31 December 
2009, the total value of such contracts was uSD 24 million.

Other significant cash flows in non-uSD related currencies occur occasi-
onally, including certain of the Company’s purchase options denominated 
in jpy. in 2009, jpy 500 million was hedged as soon as the position was 
recognized as a liability for the Company. No other significant cash flows 
in non-uSD related currencies occurred in 2009.

Forward foreign exchange contracts and other foreign exchange con-
tracts are traded subject to specific risk policies and guidelines approved 
by the Board of Directors including trading limits, segregation of duties 
and other internal control procedures.
All things being equal, a change in the uSD exchange rate of 10% in 
relation to DKK would result in a change in profit before tax and equity 
as follows:

USD million 2009 2008

SenSITIvITY TO chanGeS In The uSD/Dkk eXchanGe RaTe   
Effect of an increase in the uSD exchange rate of 10%  
in relation to DKK:    
Change in profit before tax  8,4 8,5
Change in equity   0,3 0,6

At year-end 2008, TORM had forward hedging contracts of uSD 23 mil-
lion against DKK (2008: uSD 55 million) in respect of operating costs 
for 2009. in 2009, TORM entered into forward fx contracts for the sale 
of uSD 49.5 million against DKK (2008: uSD 167 million) and sold uSD 
12.5 million (2008: uSD 8 million) spot in order to cover the DKK cash 
requirements for operating costs and dividends in 2009. As such, in 2009 
spot and forward exchange rate contracts for a total of uSD 85 million 
(2008: uSD 230 million) were unwound at an average exchange rate of 
5.47 (2008: 5.17) as against the average exchange rate for the year of 
uSD against DKK of 5.36 (2008: 5.09). Furthermore, TORM sold uSD 24 
million (2008: uSD 23 million) with value in 2010 at an exchange rate of 
5.08 against DKK (2008: 5.31).

in 2008, with settlement date in 2009, TORM had entered into an agree-
ment to purchase put-options in the amount of uSD 69 million against 
DKK (2008: uSD 15 million). with regard to the put-options, TORM could 
sell uSD to the counterpart at an average exchange rate of 5.75 to the 
DKK (2008: 5.02). Additionally, in 2009 TORM had entered into an agree-
ment to sell a call-option in the amount of uSD 69 million against DKK 
(2008: uSD 40 million). with regard to the call-option, TORM was obliged 
to sell uSD to the counterpart at an average exchange rate of 5.78 to the 
DKK (2008: 5.5) should the average uSD/DKK exchange rate increase 
above 5.98 at the end of the option contracts. All of the before mentioned 
contracts have expired in 2009.

 NOTES 
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in 2009, TORM has entered into an agreement to buy put-options in 2010 
in the amount of uSD 4 million against DKK. TORM can sell uSD to the 
counterpart at an average exchange rate of 5.07 to the DKK. Additionally, 
in 2009 TORM had entered into an agreement to sell a call-option in the 
amount of uSD 4 million against DKK. with regard to the call-option, 
TORM is obliged to sell uSD to the counterpart at an average exchange 
rate of 5.28 to the DKK should the average uSD/DKK exchange rate 
increase above 5.88 at the end of the option contracts.

InTeReST RaTe RISk
•	 When	a	company	has	interest-bearing	debt	or	receivables,	the	inte-

rest rate can be either fixed or floating. if a company has interest-
bearing debt or receivables with floating interest and the interest 
rate deviates from the expected, an interest rate risk occurs. 
TORM’s interest rate risk generally relates to interest-bearing 
mortgage debt. All the Company’s loans for financing vessels are 
denominated in uSD, and most are floating rate loans.

To reduce this risk, the Company in certain cases utilizes financial 
instruments to manage the effects of interest rate changes on earnings 
and cash resources. The Company typically uses interest rate swaps, 
which are entered for periods of up to five years, although typically for 
two to three years, when acceptable interest rate levels can be obtained. 
For shorter interest rate hedging, the Company from time to time uses 
FRAs.

The profile of the instruments always matches the profile of the par-
ticular loan in question. when assessing interest rate risk hedging for 
its loan portfolio, TORM takes into consideration expected interest rate 
developments and future changes to the composition of the fleet. in 
2009, the Company benefitted from the generally low level of interest and 
entered into interest rate swaps with a contract value of uSD 605 million. 
At the end of the year, the interest rates for 34% of the Company’s debt 
had been fixed through interest rate swaps or fixed-rate agreements at 
a level of 3.5%.

interest rate swaps and other interest rate contracts are traded sub-
ject to specific risk policies and guidelines approved by the Board of 
Directors including trading limits, segregation of duties and other inter-
nal control procedures.

To the extent possible, the Company seeks to ensure that its foreign 
exchange and interest rate hedges qualify for hedge accounting.

 NOTES 

All things being equal, a change in the interest rate level of 1% point on 
the unhedged variable interest debt will result in a change in the interest 
rate expenses as follows:

USD million 2009 2008

SenSITIvITY TO chanGeS In InTeReST RaTeS   
Effect of an increase in the interest rate level of 1%-point:     
increase in interest rate expenses  10,4 6,8

TORM’s interest bearing uSD debt increased from year-end 2008 to year-
end 2009 by uSD 58 million (2008: uSD 67 million) to uSD 1,781 million 
(2008: uSD 1,723 million). Of TORM’s mortgage debt in uSD with variable 
interest rates uSD 143 million (2008: uSD 213 million) will be due within 
a 12 months period and uSD 1,271 million (2008: uSD 927 million) after 
1 – 5 years. The average effective interest rate is between 0.9% and 5.3% 
(2008: 1.3% and 5.5%). The portion of the interest rate swaps hedging the 
uSD mortgage debt with maturity within 1 year was uSD 57 million and 
uSD 446 million (2008: uSD 55 million and uSD 415 million) after 1 - 5 
years. The average effective interest rates were between 2.5% and 4.6% 
(2008: 2.9% and 4.7%). The market value of TORM’s interest rate swaps 
was uSD 29.1 million at year-end 2009 (2008: uSD -38.6 million). please 
refer to note 15 for further details regarding the Company’s interest 
bearing debt.

At year-end, TORM had covered 48% (2008: 60%) of its total 2010 interest 
rate costs at an average rate of 3.5% (2008: 4.1%) including margin. For 
2011 and 2012, the coverage is 30% and 22% respectively (2008: The 
coverage for 2010 was 41% and 2011 was 32%). The fixed interest rate 
debt has an average period of 2.7 years remaining (2008: 3.3 years), expi-
ring between 2010 and 2013.
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nOTe 26

FInancIal InSTRumenTS 

USD million

2009 2008

caTeGORIeS OF FInancIal aSSeTS anD lIaBIlITIeS aS DeFIneD In IaS 39: 

loans and receivables
Loans to jointly controlled entities 38.8 42.2
Freight receivables, etc. 62.1 120.2
Other receivables 14.4 45.0
Cash and cash equivalents 121.8 168.3
Total loans and receivables 237.1 375.7

available-for-sale financial assets
Other investments 3.2 6.4
Total available-for-sale financial assets 3.2 6.4

Derivative financial instruments (assets) 
Other financial assets (held for trading) 8.9 41.7
Other receivables (held for trading) 1.2 9.2
Other receivables (hedge accounting) 0.0 16.7
Total derivative financial instruments (assets) 10.1 67.6

Financial liabilities measured at amortised cost
Mortgage debt and bank loans 1,770.8 1,718.2
Finance lease liabilities 33.6 0.0
Trade payables 25.0 49.0
Other liabilities 27.2 50.5
Total financial liabilities measured at amortised cost 1,856.6 1,817.7

Derivative financial instruments (liabilities) 
Acquired liabilities related to options on vessels (held for trading) 3.7 10.7
Other liabilities (held for trading) 32.9 40.1
Other liabilities (hedge accounting) 3.3 50.5
Total derivative financial instruments (liabilities) 39.9 101.3

The fair value of the financial assets and liabilities above equals the carrying amount except for mortgage debt and bank loans for which the 
fair value can be found in note 15.     
     
Other financial assets consist of TORM’s rights to a share of the gain on purchase options on vessels, which were acquired as part of OMi. The 
options have been measured using a Monte Carlo simulation model where the key inputs are the expected volatility on the vessel prices and 
the estimated vessel prices today for all vessel ages. The volatility on vessel prices is based on the long-term volatility of 5-year old vessels 
and estimated to 15% (2008: 15%) and vessel prices are based on broker valuation at year-end.  

FaIR value hIeRaRchY FOR FInancIal InSTRumenTS meaSuReD aT FaIR value In The Balance SheeT
The table below shows the fair value hierarchy for financial instruments measured at fair value in the balance sheet. The financial instruments in question 
are grouped into Levels 1 to 3 based on the degree to which the fair value is observable.

• Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or liabilities.
•  Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are observable for the asset or lia-

bility, either directly (as prices) or indirectly (derived from prices).
•  Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are not based on obser-

vable market data (unobservable inputs).
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nOTe 26 - cOnTInueD
2009

Quoted Observable unobser-
USD million prices inputs vable inputs

(Level 1) (Level 2) (Level 3) Total

available-for-sale financial assets:
Other investments 0.2 - 3.0 3.2
Derivative financial instruments (assets): 
Other financial assets (held for trading) - 8.9 - 8.9
Other receivables (held for trading) - 1.2 - 1.2
Other receivables (hedge accounting) - - - 0.0
Total financial assets 0.2 10.1 3.0 13.3

Derivative financial instruments (liabilities): 
Acquired liabilities related to options on vessels (held for trading) - 3.7 - 3.7
Other liabilities (held for trading) - 32.9 - 32.9
Other liabilities (hedge accounting) - 3.3 - 3.3
Total financial liabilities 0.0 39.9 0.0 39.9

2008
Quoted Observable unobser-

USD million prices inputs  vable inputs
(Level 1) (Level 2) (Level 3) Total

available-for-sale financial assets:
Other investments 3.5 - 2.9 6.4
Derivative financial instruments (assets): 
Other financial assets (held for trading) - 41.7 - 41.7
Other receivables (held for trading) - 9.2 - 9.2
Other receivables (hedge accounting) - 16.7 - 16.7
Total financial assets 3.5 67.6 2.9 74.0

Derivative financial instruments (liabilities): 
Acquired liabilities related to options on vessels (held for trading) - 10.7 - 10.7
Other liabilities (held for trading) - 40.1 - 40.1
Other liabilities (hedge accounting) - 50.5 - 50.5
Total financial liabilities 0.0 101.3 0.0 101.3

There were no transfers between Level 1 and 2 in 2009 and 2008. 

RecOncIlIaTIOn OF FInancIal InSTRumenTS meaSuReD aT FaIR value In The Balance SheeT BaSeD On level 3

USD million

2009 2008

Other investments, available-for-sale :

Balance at 1 January 2.9 3.2
Gain/loss in the income statement 0.0 0.0
Gain/loss in other comprehensive income 0.1 -0.3
purchase 0.0 0.0
Sale 0.0 0.0
Transfers to/from Level 3 0.0 0.0
Balance at 31 December 3.0 2.9

Gain/loss in the income statement for assets held at the end of the reporting period. 0.0 0.0
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nOTe 27     

RelaTeD PaRTY TRanSacTIOnS   
The members of the Company’s Board of Directors and Executive 
Management, near relatives to these persons and companies where 
these persons have control or exercise significant influence are 
 considered as related parties.     
     
Niels Erik Nielsen, Chairman of the Board of Directors, is a practicing 
partner in the law firm Bech-Bruun. Bech-Bruun has rendered legal 
assistance during the financial year as one of a number of law firms. The 
firm’s fee of uSD 0.3 million (2008: uSD 0.2 million) is based upon the 
amount of time spent by the firm.     
     
Stefanos-Niko Zouvelos, member of the Board of Directors, is General 
Manager of Beltest Shipping Company Limited. TORM has during the 
year paid uSD 4.9 million (2008: uSD 5.3 million) to an entity owned by 
Beltest Shipping Company Limited under a time charter agreement 
involving one product tanker vessel.    
     
jesper jarlbæk, member of the Board of Directors, is chairman of the 
Board of Directors in Basico Consulting A/S. TORM has used Basico 
Consulting A/S for consulting services in 2009 and paid uSD 0.4 million 
(2008: uSD 0.0 million) based upon the amount of time spent by the firm. 
      
Angelos papoulias, member of the Board of Directors, is director of 
investments & Finance Ltd. TORM has used investments & Finance Ltd. 
for consulting services in 2009 and paid uSD 0,1 million (2008: uSD 0.0 
million) based upon the amount of time spent by the firm.   
      
There have been no other transactions with such parties during the 
financial year.     
     
Executive Management remuneration is disclosed in note 4.   
      
it is considered that no single person has control over the Group or the 
parent Company.      
  
    

nOTe 28     

nOn-cuRRenT aSSeTS helD FOR Sale
in 2009, the Company has entered into contracts concerning sale of two 
panamax dry bulk vessels. The result from the sale of the vessels will 
be recognized in the income statement when the risks and rewards are 
transferred upon delivery of the vessels to the buyers. The vessels are 
expected to be delivered to the buyers in the first quarter of 2010. The 
vessel has been classified as held for sale and is presented separately 
in the balance sheet and is included under Bulk in the segment informa-
tion.     
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enTITIeS In The GROuP

Parent company:
TORM A/S Denmark

Investments in subsidaries*):
TORM Singapore (pte.) Ltd. 100%  Singapore Republican Shipping LLC 100%  Marshall islands
Amazon Shipping LLC **) 100%  Marshall islands Rhone Shipping LLC 100%  Marshall islands
Neches Shipping LLC **) 100%  Marshall islands Rosetta Shipping LLC 100%  Marshall islands
TORM Norge AS 100%  Norway San jacinto Shipping LLC 100%  Marshall islands
TORM uSA LLC 100%  Delaware Saone Shipping LLC 100%  Marshall islands
Long Range 1 A/S 100%  Denmark Tevere Shipping LLC 100%  Marshall islands
Medium Range A/S 100%  Denmark Thames Shipping LLC 100%  Marshall islands
LR1 Management K/S 100%  Denmark Trinity Shipping LLC 100%  Marshall islands
MR Management K/S 100%  Denmark wabash Shipping LLC 100%  Marshall islands
Charente Shipping LLC 100%  Marshall islands Ottawa Shipping LLC 100%  Marshall islands
Fox Shipping LLC 100%  Marshall islands Tamar Shipping LLC 100%  Marshall islands
Garonne Shipping LLC 100%  Marshall islands Ruby Shipping LLC 100%  Marshall islands
Horizon Shipping LLC 100%  Marshall islands Ganges Shipping LLC 100%  Marshall islands
Kansas Shipping LLC 100%  Marshall islands Tiber Shipping LLC 100%  Marshall islands
Loire Shipping LLC 100%  Marshall islands OMi Marine Service Ltd. 100%  Delaware
Madison Shipping LLC 100%  Marshall islands OMi Holding Ltd. 100%  Mauritius
Moselle Shipping LLC 100%  Marshall islands TORM Shipping india private Limited 100%  india
Ohio Shipping LLC 100%  Marshall islands OMi Crewing Service Ltd. 100%  Bermuda
platte Shipping LLC 100%  Marshall islands

Investments in legal entities included as jointly controlled entities*):
Long Range 2 A/S 50%  Denmark ugland & TORM Shipowning ApS 50%  Denmark
LR2 Management K/S 50%  Denmark OMi Corporation 50%  Marshall islands
TT Shipowning K/S 50%  Denmark FR8 Holdings pte Ltd. 50%  Singapore
Torghatten & TORM Shipowning ApS 50%  Denmark TORM SHippiNG (pHiLS.), iNC. 25%  The philippines
uT Shipowning K/S 50%  Denmark

*)   Companies with activity in the financial year.
**)   Company dissolved in 2009.

Furthermore, TORM is participating in a number of joint ventures primarily The MR pool, The LR1 pool and The LR2 pool which are not legal 
entities. The investments in these joint ventures are included as investments in jointly controlled operations.

The following represents the income and expenses and summarized balance sheet data for jointly controlled entities.

USD million

2009 2008

Total income 70.8 143.7
Total expenses -73.1 -116.6
net profit for the year -2.3 27.1

Non-current assets 219.2 270.3
Current assets 50.2 119.0

Non-current liabilities 122.9 140.9
Current liabilities 23.5 104.6

neWBuIlDInG cOnTRacTS anD PuRchaSe OPTIOnS On veSSelS In JOInTlY cOnTROlleD enTITIeS
At 31 December 2009, no purchase options on vessels were exercised (2008: three purchase options) in jointly controlled entities. TORM’s 
share of the total outstanding contractual commitment for the exercised purchase options on vessels amounts to uSD 13 million (2008: uSD 
39 million) as at 31 December 2009.  
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2009 2008

eaRnInGS/(lOSS) PeR ShaRe

Net profit/(loss) for the year (uSD million) -17.4 361.4

million shares  
Average number of shares  72.8 72.8
Average number of treasury shares -3.6 -3.6
Average number of shares outstanding 69.2 69.2
Dilutive effect of outstanding share options 0.0 0.3
Average number of shares outstanding incl. dilutive effect of share options 69.2 69.5

Earnings/(loss) per share (uSD) -0.3 5.2

Diluted earnings/(loss) per share (uSD) -0.3 5.2

when calculating diluted earnings per share for 2009, 3,251,982 share options (2008: 2,104,799 share options) have been omitted as they are 
out-of-the-money, but potentially the share options might dilute earnings per share in the future.  

nOTe 31

USD million

2009 2008

aPPROPRIaTIOn OF neT PROFIT FOR The YeaR Incl. PROPOSeD DIvIDenD

Proposed appropriation of net profit/(loss) for the year in the Parent company, TORm a/S:  
proposed dividend 0.0 55.1
Retained profit -35.6 141.3
Net profit/(loss) for the year -35.6 196.4

Total equity in the Parent company, TORm a/S:  
Common shares 61.1 61.1
Treasury shares -18.1 -18.1
Revaluation reserves -2.2 -0.1
Retained profit 942.4 965.0
proposed dividend 0.0 55.1
Hedging reserves -3.3 -33.8
Translation reserves 5.9 5.9
Total equity 985.8 1,035.1

proposed dividend per share (uSD) 0.0 0.8
Dividend per share paid (uSD) 0.7 1.8

The difference between proposed dividend per share in uSD in 2008 and dividend per share paid in uSD in 2009 relates to  the change in the 
uSD/DKK exchange rate as the dividend is paid in DKK.  

nOTe 32

USD million

2009 2008

caSh FlOWS

Reversal of other non-cash movements:
Amortization of acquired assets and liabilities -12.9 -17.4
Share-based payment 7.0 8.9
Adjustments on derivative financial instruments 6.8 0.0
Exchange rate adjustments 0.4 0.4
Other adjustments 0.0 0.3
Total reversal of other non-cash movements 1.3 -7.8
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 bOARd Of diREcTORs 
anD ManaGeMenT 
boaRD of DIRecToRs

nIels eRIK nIelsen
boRn: 14-03-48 ToRM sHaRes: 5,360 Re-elecTIon: 2011

n. e. nielsen became chairman of ToRM in april 2002 and has 
been a board member since september 2000. n. e. nielsen is 
a partner of the law firm bech-bruun and holds a law degree 
from the university of copenhagen. n. e. nielsen is member 
of ToRM’s Remuneration committee and a board member of 
the following companies:

 amagerbanken aktieselskab•	
 ambu a/s•	
 charles christensen a/s •	
 cimber sterling Group a/s•	
 Danica-elektronik a/s•	
 Gammelrand Holding a/s•	
 InterMail a/s•	
 Mezzanin Kapital a/s•	
 Pele Holding a/s•	
 P.o.a. ejendomme a/s•	
 satair a/s•	
 scf-Technologies a/s•	
 weibel scientific a/s•	

with subsidiary companies

sPEciAl cOmPETEnciEs:

 General management as chairman of other listed  •	
companies with global activities
 specialist in company law•	

cHRIsTIan fRIGasT
boRn: 23-11-51 ToRM sHaRes: 5,704 Re-elecTIon: 2011

a member of the board since september 2000. Mr. frigast 
became Deputy chairman in april 2002. He is the Managing 
Director of axcel a/s and holds an M.sc(econ) from the uni-
versity of copenhagen. Mr. frigast is member of ToRM’s audit 
committee and Remuneration committee and a board mem-
ber of the following companies:

 axcel Management a/s•	
 noa noa aps•	
 Royal scandinavia a/s•	
Dvca•	

sPEciAl cOmPETEnciEs:

 General management as chairman•	
 board member of primarily non-listed Danish and  •	
international companies
 financing•	
 Mergers and acquisitions•	

PeTeR abIlDGaaRD
boRn: 21-04-65 ToRM sHaRes: 168 Re-elecTIon: 2011

a member of the board since april 2007, representing the 
employees of ToRM on the board. Mr. abildgaard is employed 
by ToRM as General Manager for Quality and vetting and has 
been with the company since 1987.

sPEciAl cOmPETEnciEs:

•	Member	of	Intertanko’s	Vetting	Committee
•	Currently	studying	for	an	MBA	in	Shipping	and	Logistics

lennaRT aRRIas
boRn: 17-07-48 ToRM sHaRes: 680 Re-elecTIon: 2011

a member of the board since april 2003, representing the 
employees of ToRM on the board. Mr. arrias is employed by 
ToRM as a captain and has been with the company since 
1992. 

sPEciAl cOmPETEnciEs:

 worldwide sea services since 1965 with experience from •	
general, refrigerated, container and project cargos as well 
as dry bulk and  tanker cargo

MaRGReTHe blIGaaRD
boRn: 18-05-68 ToRM sHaRes: 4,800 Re-elecTIon: 2011

a member of the board since april 2007, representing the 
employees of ToRM on the board. Ms. bligaard is employed by 
ToRM as General Manager, HR Projects, and has been with 
the company since 1989. 

sPEciAl cOmPETEnciEs:

 16 years’ experience with tanker chartering and operation•	
 strategy work•	
 executive Mba at Henley Management college•	

bo jaGD
boRn: 11-03-43 ToRM sHaRes: 1 Re-elecTIon: 2012

a member of the board since april 2008. Mr. jagd is member 
of ToRM’s audit committee and a board member of the fol-
lowing company:

 Mermaid asset Management fondsmæglerselskab a/s•	
 Mols-linien a/s•	

sPEciAl cOmPETEnciEs:

 General management•	
 credit risk assessment•	
 Risk management•	
 finance•	
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jesPeR jaRlbÆK
boRn: 09-03-56 ToRM sHaRes: 11,750  Re-elecTIon: 2013

a member of the board since april 2009. Mr. jarlbæk is mem-
ber of ToRM’s audit committee and a board member of the 
following Danish companies:

altius Invest a/s •	
cimber sterling Group a/s•	
Groupcare Holding a/s •	
 International Rescue journal a/s•	
 julie sandlau china aps•	
 laigaard & Partners•	
 Polaris III Invest fonden•	
 Prospect a/s•	
 Radiocomp aps•	
 Timpco aps•	
TK Development a/s•	
 TP audit a/s •	
 valuemaker a/s•	

sPEciAl cOmPETEnciEs:

 General management as chairman•	
 board member of primarily non-listed Danish and interna-•	
tional companies
 Risk assessment and management•	
 financial management and reporting•	

GabRIel PanayoTIDes
boRn: 14-01-55 ToRM sHaRes: 48,864 Re-elecTIon: 2011

a member of the board since september 2000. Mr. Panayotides 
has been engaged in the ownership and operation of ships since 
1978. He has a bachelors degree from the Pireaus university of 
economics. Mr. Panayotides is member of ToRM‘s remuneration 
committee and a board member of the following companies:

 excel Maritime (listed on nyse)•	
 bureau veritas and lloyds Register of shipping classifica-•	
tion society
 Greek committee•	

sPEciAl cOmPETEnciEs:

board experience from other listed companies•	
ship managment – shipowning•	

anGelos PaPoulIas
boRn: 28-06-54 ToRM sHaRes: 500 Re-elecTIon: 2013

a member of the board since april 2009. Mr. Papoulias is a 
partner of Investments & finance ltd, a corporate finance 
advisory firm specialised in the maritime industry, and has 
worked as a finance director for eletson corporation and as  
a ship finance officer for chase Manhattan bank. He has a  
Master in International Management (finance and Interna-
tional Relations) from the american Graduate school of Inter-
national Management in Phoenix, arizona.

sPEciAl cOmPETEnciEs:

 organisation of startup shipping ventures•	
 credit risk assessment•	
 Risk management•	
finance•	

sTefanos-nIKo Zouvelos
boRn: 20-07-55  ToRM sHaRes: 100  Re-elecTIon: 2010

a member of the board since april 2006. General Manager of 
beltest shipping company ltd. Mr. Zouvelos holds a M.sc in 
Quantitative economics from the university of stirling, scot-
land. 

sPEciAl cOmPETEnciEs:

 financial management in shipping•	
 over 20 years in shipping •	
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execuTIve ManaGeMenT

MIKael sKov
boRn: 03-07-63  ToRM sHaRes:  4,800 

chief executive officer since september 2008. from 
2000 to 2007, Mikael skov served as executive vice 
President for ToRM’s Tanker Division, and from 
2007 to 2008 as chief operating officer. Mikael skov 
has worked for ToRM since 1984 and he is a board 
member of the following companies: 

syddansk universitet - Institute for Maritime •	
Research and innovation 
House of Dreams a/s•	
Dunlopillo•	
Danish shipowners' association•	

complementing his professional experience, Mikael 
skov has completed Insead International executive 
programme and studied languages and economics 
at copenhagen business school. 

RolanD M. anDeRsen
boRn: 22-03-68  ToRM sHaRes: 0 

chief financial officer since May 2008. from 2005 to 
2008, Roland M. andersen was cfo for the Danish 
mobile and broadband operator sonofon/cybercity. 
from 2000 to 2005, he was cfo for the private equity 
owned cybercity. Prior to this, Roland M. andersen 
has held positions with a.P. Moller-Maersk, the  
latest one as cfo for a.P. Moller-Maersk singapore. 
complementing his professional experience, Roland 
M. andersen holds a M.sc. and has attended the 
executive Programme at london business school.

ToRben baGeR
senior vice President,
Group Treasury 

søRen cHRIsTensen
senior vice President,
bulk Division

anDeRs enGHolM
executive vice President,
Tanker Division

GunnaR Hansen
senior vice President,
Group IT

jesPeR HolMaRK
senior vice President,  
financial Planning and 
accounting

senIoR ManaGeMenT

claus usen jensen
executive vice President,
Technical Division

jan MecHlenbuRG
executive vice President,  
shipowning and sale &  
Purchase Division

KIM RasMussen
senior vice President,
bulk Division

cHRIsTIan RIbeR
senior vice President,  
Group HR
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we have today presented the annual report of ToRM a/s for 
the financial year 1 january - 31 December 2009.

The annual report is prepared in accordance with International 
financial Reporting standards as adopted by the eu and addi-
tional Danish disclosure requirements for annual reports of 
listed companies. 

In our opinion, the consolidated financial statements and the 
parent financial statements give a true and fair view of the 
Group’s and the Parent’s financial position at 31 December 
2009 as well as of their financial performance and their cash 
flows for the financial year 1 january - 31 December 2009.

we also believe that the management commentary contains a 
fair review of the development and performance of the Group's 
and the Parent’s business and of their financial position as a 
whole, together with a description of the principal risks and 
uncertainties that they face.

we recommend the annual report for adoption at the annual 
General Meeting. 

copenhagen, 11 March 2010 

boaRD of DIRecToRs: execuTIve ManaGeMenT:
niels erik nielsen, Mikael skov,
chairman   ceo

christian frigast,  Roland M. andersen,
Deputy chairman  cfo 

Peter abildgaard 

lennart arrias

Margrethe bligaard

bo jagd

Gabriel Panayotides

angelos Papoulias

jesper jarlbæk

stefanos-niko Zouvelos

sTaTeMenT by ManaGeMenT on THe annual RePoRT 
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To THe sHaReHolDeRs of ToRM a/s
we have audited the consolidated financial statements and 
financial statements of Torm a/s for the financial year 1 janu-
ary - 31 December 2009, which comprise the income state-
ment , balance sheet, statement of changes in equity, cash 
flow statement and notes, including the accounting policies, 
for the Group as well as the Parent and the management 
report. The consolidated financial statements and financial 
statements have been prepared in accordance with Interna-
tional financial Reporting standards as adopted by the eu and 
additional Danish disclosure requirements for listed compa-
nies. The management report has been prepared in accord-
ance with the Danish financial statements act.

Management's responsibility for the consolidated financial 
statements, financial statements and management report
Management is responsible for the preparation and fair pres-
entation of consolidated financial statements and financial 
statements in accordance with International financial Report-
ing standards as adopted by the eu and additional Danish dis-
closure requirements for listed companies and for the prepa-
ration of a management report that contains a fair review in 
accordance with the Danish financial statements act. This 
responsibility includes: designing, implementing and main-
taining internal control relevant to the preparation and presen-
tation of consolidated financial statements, financial state-
ments and a management report that are free from material 
misstatement, whether due to fraud or error, selecting and 
applying appropriate accounting policies, and making account-
ing estimates that are reasonable in the circumstances.

auDIToR's ResPonsIbIlITy anD basIs of oPInIon
our responsibility is to express an opinion on these consolidat-
ed financial statements and financial statements and this 
management report based on our audit. we conducted our 
audit in accordance with Danish and International standards 
on auditing. Those standards require that we comply with eth-
ical requirements and plan and perform the audit to obtain 
reasonable assurance whether the consolidated financial 
statements, financial statements and management report are 
free from material misstatement. 

an audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the consolidated 
financial statements, financial statements and management 
report. The procedures selected depend on the auditor's 

judgement, including the assessment of the risks of material 
misstatement of the consolidated financial statements, finan-
cial statements and management report, whether due to fraud 
or error. In making those risk assessments, the auditor con-
siders internal control relevant to the entity's preparation and 
fair presentation of consolidated financial statements and 
financial statements and to the fair review of a management 
report in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity's internal control. an 
audit also includes evaluating the appropriateness of account-
ing policies used and the reasonableness of accounting esti-
mates made by Management, as well as evaluating the overall 
presentation of the consolidated financial statements, finan-
cial statements and management report. 

we believe that the audit evidence we have obtained is suffi-
cient and appropriate to provide a basis for our audit opinion.

our audit has not resulted in any qualification.

oPInIon
In our opinion, the consolidated financial statements and 
financial statements give a true and fair view of the Group’s 
and the Parent’s financial position at 31 December 2009, and 
of their financial performance and their cash flows for the 
financial year 1 january - 31 December 2009 in accordance 
with International financial Reporting standards as adopted 
by the eu and additional Danish disclosure requirements for 
listed companies and the management report contains are a 
fair review in accordance with the Danish financial statements 
act.

copenhagen, 11 March 2010

DeloITTe
statsautoriseret Revisionsaktieselskab

erik Holst jørgensen  Henrik Kjelgaard
state authorised   state authorised
Public accountant   Public accountant

InDePenDenT auDIToR's RePoRT 
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Tankers Ownership dWT built

lR2
lR2 ToRM Helene 100%  99,999 1997
lR2 ToRM KRIsTIna 100%  105,001 1999
lR2 ToRM GuDRun 100%  101,122 2000
lR2 ToRM InGeboRG 100%  99,999 2003
lR2 ToRM valboRG 100%  99,999 2003
lR2 ToRM MaRGReTHe 100%  109,672 2006
lR2 ToRM MaRIe 100%  109,672 2006
lR2 ToRM MaRGIT 100%  109,672 2007
lR2 ToRM MeTTe 100%  109,672 2007
lR2 ToRM MaRIna 50%  109,672 2007
lR2 ToRM MaRIanne 100%  110,000 2008
lR2 ToRM MaRen 100%  110,000 2008
lR2 ToRM MaTHIlDe 100%  110,000 2008

lR1
lR1 ToRM saRa 100%  72,718 2003
lR1 ToRM esTRID 100%  74,999 2004
lR1 ToRM eMIlIe 100%  74,999 2004
lR1 ToRM IsMInI 100%  74,999 2004
lR1 ToRM sIGne 100%  72,718 2005
lR1 ToRM sofIa 100%  72,718 2005
lR1 ToRM uGlanD 50/50% j/v 50%  74,999 2007
lR1 ToRM venTuRe 100%  74,999 2007

mR
MR faja De oRo II 100%  44,999 1995
MR PoTeRo Del lIano II 100%  47,165 1999
MR ToRM GunHIlD 100%  44,999 1999
MR ToRM anne 100%  44,990 1999
MR ToRM necHes 100%  47,052 2000
MR ToRM claRa 100%  45,999 2000
MR ToRM cecIlIe 100%  44,946 2001
MR ToRM aMaZon 100%  47,275 2002
MR ToRM san jacInTo 100%  47,038 2002
MR ToRM MaRy 100%  45,990 2002
MR ToRM vITa 100%  45,940 2002
MR ToRM caRolIne 100%  44,946 2002
MR ToRM GeRTRuD 100%  45,940 2002
MR ToRM GeRD 100%  45,940 2002
MR ToRM THyRa 100%  45,990 2003
MR ToRM fReya 100%  45,990 2003
MR ToRM Moselle 100%  47,024 2003
MR ToRM RoseTTa 100%  47,015 2003
MR ToRM caMIlla 100%  44,990 2003
MR ToRM caRIna 100%  44,990 2003
MR ToRM HoRIZon 100%  46,955 2004
MR ToRM HelvIG 100%  44,990 2005
MR ToRM RaGnHIlD 100%  44,990 2005
MR-Ice ToRM THaMes 100%  47,035 2005
MR ToRM Kansas 100%  46,922 2006
MR ToRM RePublIcan 100%  46,893 2006
MR ToRM PlaTTe 100%  46,920 2006

Tankers Ownership dWT built

MR-Ice ToRM lauRa 100%  52,000 2008
MR-Ice ToRM lene 100%  52,000 2008
MR-Ice ToRM loTTe 100%  52,000 2009
MR ToRM louIse 100%  52,000 2009
MR-Ice ToRM lIlly 100%  52,000 2009
MR-Ice ToRM lana 100%  52,000 2009

sR
sR ToRM MaDIson 100%  35,828 2000
sR ToRM TRInITy 100%  35,834 2000
sR ToRM RHone 100%  35,751 2000
sR ToRM cHaRenTe 100%  35,751 2001
sR-Ice ToRM oHIo 100%  37,274 2001
sR-Ice ToRM loIRe 100%  37,106 2004
sR-Ice ToRM GaRonne 100%  37,178 2004
sR-Ice ToRM saone 100%  37,106 2004
sR-Ice ToRM fox 100%  37,006 2005
sR-Ice ToRM TeveRe 100%  36,990 2005
sR ToRM GyDa 100%  37,000 2009

bulk Ownership dWT built

Panamax
- ToRM RoTna 100%  75,971 2001
- ToRM anHolT 100%  74,195 2004
- ToRM boRnHolM 100%  75,912 2004
- ToRM cHaRloTTe 100%  75,912 2005

aT 31 DeceMbeR 2009 

 fleeT  oveRvIew 
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Tankers Ownership DWT Expected delivery

MR
MR TORM ALICE  GSI 06131033 100%  50,500 2010
MR TORM ASLAUG  GSI 06131034 100%  50,500 2010
MR TORM ALEXANDRA  GSI 06130041 100%  50,500 2010
MR TORM AGNETE  GSI 06130042 100%  50,500 2010
MR TORM ALMENA  GSI 06131035 100%  50,500 2010
MR TORM AGNES  GSI 06131036 100%  50,500 2010
MR TORM AMALIE  GSI 06130043 100%  50,500 2010
MR TORM ARAWA  GSI 08130005 100%  52,300 2011
MR TORM ANABEL  GSI 08130006 100%  52,300 2011
MR TORM ASTA  GSI 08130007 100%  52,300 2012
MR TORM ARIANNA  GSI 08130008 100%  52,300 2012

Bulk Ownership DWT Expected delivery

Kamsarmax
- NB Tsuneishi Zhoushan - SS063 100%  82,100 2011
- NB Tsuneishi Zhoushan - SS064 100%  82,100 2011
- NB Tsuneishi Zhoushan - SS065 100%  82,100 2012
- NB Tsuneishi Zhoushan - SS066 100%  82,100 2013

AT 31 DECEMBER 2009 

 NEW  BUILDINGS 
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20-f: annual report filed with the us securities and exchange c om-
mission (sec).

AdR: american Depository Receipt. Proof of ownership of (the equiva-
lent) of one share. aDR s are used by foreign companies wishing to list 
on american stock exchanges.

Ads: american Depositary shares. shares registered with the sec 
and kept in custody with a bank as security for the aDRs issued.

AfRAmAx: a vessel with a cargo carrying capacity of 80,000 –
100,000 dwt.

AssET mAnAGEmEnT: acquisition and ownership of assets (ships), 
which may be disposed of at an optimal time with a view to generat-
ing a one-off profit – as opposed to profits derived from operating the 
asset.

bAREbOAT: see b/b.

b/b: bAREbOAT. a form of charter arrangement whereby the char-
terer is responsible for all costs and risks in connection with the ves-
sel’s operation.

bulK: Dry cargo – typically commodities such as coal, grain, iron ore, 
etc.

bunKER: fuel with which to run a ship’s engines.

cAPEsizE: bulk carrier with a cargo carrying capacity of
120,000-200,000 dwt.

clAssificATiOn sOciETY: Independent organization, which through 
verification of design, construction, building process and operation 
of vessels ensure that the vessels at all times meet a long list of 
requirements to seaworthiness, etc. If the vessels do not meet these 
requirements, insurance and mortgaging the vessel will typically not 
be possible.

cOA: contract of affreightment. a contract that involves a number of 
consecutive cargoes at previously agreed freight rates.

cOATinG: The internal coatings applied to the tanks of a product 
tanker enabling the vessel to load refined oil products.

dEmuRRAGE: a charge against the charterer of a ship for delaying 
the vessel beyond the allowed free time. The demurrage rate will typi-
cally be at a level equal to the earnings in usD/day for the voyage. 

dKK: Danish Kroner.

dRY cARGO: see bulk.

dWT: Deadweight tons. The cargo carrying capacity of a ship.

ffA: forward freight agreement. a financial derivative instrument 
enabling freight to be hedged forward at a fixed price.

GAAP: Generally accepted accounting Principles.

HAndYmAx: bulk carriers with a cargo carrying capacity of
40-60,000 dwt.

HAndYsizE: bulk carriers with a cargo carrying capacity of
20-40,000 dwt.

iAs: International accounting standards.

ifRs: International financial Reporting standards.

imO: International Maritime organisation.

lR1: long Range 1. a specific class of product tankers with a cargo 
carrying capacity of 60,000 – 80,000 dwt.

lR2: long Range 2. a specific class of product tankers with a cargo 
carrying capacity of 80,000 – 110,000 dwt.

mR: Medium Range. a specific class of product tankers with a cargo 
carrying capacity of 40,000 – 60,000 dwt.

OPA-90: oil Pollution act 1990. us environmental law implemented 
following the grounding of exxon valdez in alaska.

OPEc: organization of the Petroleum exporting countries.

PAnAmAx: a vessel with a cargo carrying capacity of 60,000–80,000 
dwt. The biggest vessel allowed to pass through the Panama canal.

P&i clubs: Protection & Indemnity club.

POOl: a grouping of ships of similar size and characteristics, owned 
by different owners, but which are commercially operated jointly. The 
pool manager is mandated to charter the ships out for the maximum 
benefit of the pool as a whole. earnings are equalized taking account 
of differences in ships’ specifications, the number of days the ships 
have been ready for charter, etc.

PROducT TAnKER: a vessel suitable for trading clean petroleum 
products such as gasoline, jet fuel and naphtha.

sEc: us securities and exchange commission.

sR: short R ange. a specific class of product tankers with a cargo car-
rying capacity of 20,000 – 40,000 dwt.

T/c: Time charter. an agreement covering the chartering out of a ves-
sel to an end user for a defined period of time, where the owner is re-
sponsible for crewing the vessel, but the charterer must pay port costs
and bunker.

TcE: see T/c equivalent.

TimE cHARTER: see T/c.

T/c EquivAlEnT: The freight receivable after deducting port ex-
penses, consumption of bunker and commissions.

un: The united nations.

GlossaRy 
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