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1.

RISK FACTORS

GENERAL
Investing in Bonds issued by the Company involves inherent risks. An investment in the Bonds is suitable only
for investors who understand the risk factors associated with this type of investment and who can afford a loss
of all or part of their investment.
Prospective investors should consider, among other things, the risk factors set out in the Prospectus, including
those set out in both this Registration Document and the Securities Note, before making an investment decision.
The risks and uncertainties described in this section are the material known risks and uncertainties faced by
the Group as of the date hereof, and represents those risk factors that the Company believes to represent the
most material risks for investors when making their investment decision in the Bonds. Prospective investors
should also read the detailed information set out in any accompanying Securities Note and reach their own
views prior to making any investment decision.
The risk factors included in this section are presented in a limited number of categories, where each risk factor
is sought placed in the most appropriate category based on the nature of the risk it represents. Within each
category the risk factors deemed most material for the Group, taking into account their potential negative
effect for the Company and its subsidiaries and the probability of their occurrence, are set out first. This does
not mean that the remaining risk factors are ranked in order of their materiality or comprehensibility, nor
based on a probability of their occurrence. The absence of negative past experience associated with a given
risk factor does not mean that the risks and uncertainties in that risk factor are not genuine and potential
threats, and they should therefore be considered prior to making an investment decision. If any of the following
risks were to materialize, either individually, cumulatively or together with other circumstances, it could have
a material adverse effect on the Group and/or its business, results of operations, cash flows, financial condition
and/or prospects, which may cause a decline in the value and trading price of the Shares, resulting in loss of
all or part of an investment in the Bonds.
RISKS RELATING TO THE BUSINESS AND THE JONES ACT TANKER INDUSTRY
The impact of COVID-19 may adversely affect the business operations and financial performance
The COVID-19 pandemic is causing increased uncertainty around fundamentals relating to the Jones Act tanker
market. Demand for gasoline and jet fuel in the U.S. as well as domestic oil production has decreased in the
short term and may remain volatile in the medium term. A reduction in U.S. domestic refinery utilization may
negatively impact Jones Act tanker demand as it may reduce domestic transportation requirements of crude
oil into refineries. Likewise, U.S. reduction in clean products consumption may negatively impact demand for
transportation services of clean petroleum products in the Jones Act. The immediate effect to AMSC of the
global pandemic may be that a weaker market may result in reduced time charter rates which accordingly may
reduce the likelihood of any profit share being credited AMSC under the share profit arrangement between
AMSC and OSG. The COVID-19 pandemic may also adversely affect AMSC if the bareboat charters with OSG are
defaulted or not extended. For example, any lower demand for AMSC vessels could lead to vessels going in layup if OSG’s time charter contracts are not extended, and a reduced demand and/or reduced charter hire may
have an adverse effect on OSG and its financial position, which could in turn affect AMSC should for example
OSG become unable to pay charter hire to AMSC.
Dependency on OSG as AMSC’s only customer
OSG is AMSC’s only customer and charterer of its vessels, which in turn has chartered out the vessels under
time charters to major oil companies, refineries and oil traders that employ the vessels in the Jones Act Trade.
Consequently, AMSC is heavily exposed to the performance of OSG, and the business relies exclusively on the
bareboat contracts. The fixed term bareboat charters for five out of the nine product tankers to subsidiaries
of OSG expire in December 2022, and the last four expire in December 2023. The bareboat charter for the
shuttle tanker expires in June 2025. OSG has options to extend the terms of the charters with a twelve month
4

notice period. Should OSG not extend some or all of the bareboat charters or should a default under any of
them occur, this could adversely affect AMSC’s business, as there is no assurance that AMSC will be able to
obtain replacement charters with terms as favorable as the charters with OSG.
Moreover, as OSG is AMSC’s only customer, AMSC is inherently indirectly exposed to all risks facing OSG such as
the risks associated with operation of vessels, the cyclicality of the shipping industry, etc. OSG has substantial
indebtedness (as of 30 September 2020, USD 405m), and a difficult financial situation or bankruptcy in OSG
could have a material adverse effect on AMSC’s business, financial position and overall performance.
Market value of the vessels
The fair market values of AMSC's vessels may decrease or increase depending on a number of factors, including,
without limitation, the prevailing level of charter rates from time to time; general economic and market
conditions affecting the maritime and offshore industries; types, sizes and ages of vessels; supply and demand
for vessels. If the market values of AMSC's vessels decline, AMSC may not be in compliance with “minimum
value” or “asset coverage ratio” provisions (which compare the market value of the vessels to the outstanding
amount of the loan) under some of its financing arrangements and AMSC may not be able to refinance its debt,
obtain additional financing or make distributions to its shareholders. Declining values of AMSC's vessels could
also affect the ability of AMSC to raise new financing based on the use of unencumbered vessels as collateral
for new loans. If AMSC at any time determines that a vessel's value has been impaired, AMSC may need to
recognize a corresponding impairment charge which will reduce the earnings and net assets of AMSC.
Limited number of vessels
AMSC's fleet consists of nine product tankers and one shuttle tanker, all of which are bareboat chartered out
to subsidiaries of OSG, which in turn has chartered out the vessels under time charters to major oil companies,
refineries and oil traders that employ the vessels in the Jones Act Trade. AMSC's business relies exclusively on
the revenues generated by the bareboat charter agreements relating to these ten vessels, and future share of
profit under a Profit Sharing Agreement with OSG. In the event any of the vessels has to be taken out of service
that would, among other things, impact the level of profit share to be available to AMSC under its arrangements
with OSG. Such impact is significantly greater to AMSC’s business due to AMSC's limited number of vessels and
its lack of business diversification, as well as the lack of business diversification of OSG by virtue of being a
Jones Act focused operator.
Amendments to the Jones Act and/or the OPA 90
AMSC's vessels operate in the protected Jones Act Trade, which generally restricts the marine transportation
of cargo and passengers between points in the United States to vessels built in the United States, registered
under the U.S. flag, manned by predominately U.S. crews, and owned and operated by Jones Act Citizens. In
addition, since AMSC's vessels carries crude oil or refined petroleum products, AMSC is also subject to OPA 90
which works to avoid oil spills from tankers in U.S. waters and sets forth various technical and operating
requirements. If the Jones Act or OPA 90 were repealed, amended, modified or altered, the maritime
transportation of cargo between points in the United States could be opened to foreign-flag, foreign-built or
foreign-owned vessels or vessels not satisfying OPA 90 standards. Such competition in the Jones Act Trade
tanker market would make AMSC’s domestically built tankers, and accordingly much pricier tankers with
considerably higher capital expenditure than foreign built vessels, less competitive and have a material adverse
effect on AMSC’s business, results of operations and financial condition.
Compliance with the Jones Act and the Lease Finance Law could limit AMSC’s ability to sell any portion
of its business and non-compliance could result in the forfeiture of AMSC’s vessels
AMSC’s subsidiaries own AMSC’s vessels through the Lease Finance Law exception to the Jones Act, as such,
there is currently no requirement that AMSC have any minimum level of ownership by Jones Act Citizens. AMSC’s
ten indirect wholly-owned subsidiaries that hold title to the vessels currently fulfil the requirements under the
Lease Finance Law. If AMSC’s subsidiaries were to no longer qualify under the Lease Finance Law, for instance
5

if AMSC became affiliated with a company that operates vessels for hire either through such company’s
acquisition of shareholding in AMSC or otherwise, AMSC’s vessels would be required to cease operation in the
Jones Act Trade during the period of non-compliance, and OSG would then be entitled under its agreements
with AMSC to purchase and hold indirect ownership of 75% of the shares of these subsidiaries, so the vessels
can continue to operate in the Jones Act Trade until they are again able to qualify under the Lease Finance
Law. Once AMSC’s subsidiaries again qualify under the Lease Finance Law, AMSC may repurchase the shares on
the same terms as they were sold to OSG. In addition, if OSG does not extend some or all of the bareboat
charters, the subject vessels will not be able to operate in the Jones Act Trade unless and until the relevant
subsidiaries enter into new bareboat charters with Jones Act Citizens for at least a three-year term. Failure by
the subsidiaries to satisfy the minimum requirements to own a U.S. flag vessel could result in the permanent
loss of the eligibility of their vessels to operate in the Jones Act Trade. In any case where the vessels continue
to operate after any of these requirements are no longer satisfied, the subsidiaries could be subject to fines
and their vessels could be subject to seizure and forfeiture for violations of the Jones Act and the related U.S.
vessel documentation laws.
If AMSC was to seek to sell any of its vessels, AMSC would have fewer potential purchasers, since some potential
purchasers might be unable or unwilling to satisfy the requirements to be a Jones Act Citizen or to qualify
under the Lease Finance Law described above. As a result, the sales price that AMSC might receive for such
vessel or vessels may not reach the amount that could be obtained in the Jones Act market if the demand in
that market is low at the relevant time. As Jones Act vessels has to be built domestically in the U.S. they incur
considerably higher capital expenditure than comparative vessels in the international market. Consequently, a
vessel sale to a non-Jones Act Citizen or to a party without the Lease Finance Law qualification is likely to be
at a much reduced value.
Demand for AMSC’s vessels depend on multiple factors outside of AMSC’s control
Demand for AMSC's vessels depends on multiple factors outside of AMSC’s control, including (without
limitation):
(i)

Shipping volume: Levels of shipping in the Jones Act Trade, as well as on economic growth and
logistics. Economic cycles or recessions in the United States or elsewhere can negatively affect the
operating results of AMSC as customers may decrease the shipping volume of crude oil and refined
petroleum products.

(ii)

U.S. refining activity: Any decline in refining capacity in the United States may significantly reduce
the demand for waterborne movements of crude oil and refined petroleum products, which could
especially have a material adverse effect on the business of AMSC following the expiry of the bareboat
charters with OSG, or in the event OSG should come in a position where it is unable to fulfill its
obligations towards AMSC.

(iii)

Import of refined petroleum products: Demand for U.S.-flag product carriers is influenced by the cost
of importing refined petroleum products. Historically, daily hire rates for vessels qualified to
participate in the U.S. coastwise trade under the Jones Act have been higher than daily hire rates for
foreign-flag vessels. If it becomes less expensive to import refined petroleum products from overseas
locations, than to purchase domestically refined petroleum products, demand for AMSC's vessels could
decrease.

(iv)

Decrease in demand for oil and gas: Low oil prices may reduce production of shale oil in the U.S. This
may lead to reduced volumes of crude being transported out of ports in Texas and elsewhere for
shipping crude on Jones Act tankers.

Supply of Jones Act tankers without an increase in demand
The supply of vessels generally increases with deliveries of newbuild vessels and decreases with the scrapping
of older vessels. The nature, timing and degree of changes in the Jones Act market and shipping industry
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conditions are unpredictable, and due to AMSC’s vessel being far less competitive in other markets outside the
Jones Act, it is particularly exposed to additional supply of Jones Act tankers either with deliveries of newbuilds
from the two U.S. shipyards currently having the capacity to build large product tankers for the Jones Act Trade
(the Philly Shipyard and General Dynamics NASSCO Shipyard), or if other U.S. shipyards in the future are able
to enter the market to build product tankers for the Jones Act Trade. Increased supply of Jones Act compliant
tankers could lead to lower charter hire rates, which may significantly impact the level of profit share AMSC
will be entitled to under the Profit Sharing Agreement with OSG, and the charter rates AMSC will be able to
obtain at expiry of current charter contracts with subsidiaries of OSG or, where AMSC attempts to dispose of a
vessel, the values at which a vessel may be sold at any given time.
RISKS RELATING TO AMSC’S FINANCIAL POSITION AND LIQUIDITY
OSG, the AMSC’s sole customer, is AMSC’s principal counterparty credit risk
OSG holds leases that represent AMSC's entire backlog (which as of 30 September 2020, amounted to USD 256m).
In addition, OSG also owes AMSC long term receivables related to the Deferred Principal Obligation (DPO) (as
of 30 September 2020, USD 23.8m was outstanding under the DPO). Although OSG has serviced its financial
obligations to AMSC on time, the ability of OSG to perform its financial obligations to AMSC depends on a
number of factors which are beyond AMSC’s control, including but not limited to general economic conditions,
the Jones Act market conditions and the maritime and offshore industry. No assurance can be given that AMSC
would be able to re-charter out its vessels to another Jones Act market operator on equal or better terms than
under current charters with OSG in the event OSG should become unable to fulfil its obligations towards AMSC.
Capital intensive business environment
AMSC operates in a business environment that is capital intensive and AMSC is dependent upon having access
to long term funding for the vessels and other loan facilities to the extent its own cash flow from operations is
insufficient to fund its operations. Unsecured bond refinancing is not required before 2025 and the senior
secured debt is due in 2025 and is therefore not considered a significant risk in the near term.
Level of debt
As of 30 September 2020, AMSC’s net interest bearing liabilities, including derivative financial instruments,
were USD 522.0m and AMSC had an equity ratio of 21%. AMSC's level of debt could have important consequences
to it, including (without limitation) (i) impairing its ability to obtain additional financing on favorable terms,
(ii) require a substantial portion of the cash flow to service its debt, reducing the funds that would otherwise
be available for operations, acquisitions and future business opportunities, (iii) increasing its vulnerability to
competitive pressures or a downturn in its industry or the economy generally and (iv) flexibility to respond to
changing business and economic conditions.
Ability to generate cash to service all of its indebtedness
AMSC's ability to make scheduled payments or to refinance its debt obligations depends on its financial and
operating performance, which is subject to prevailing economic and competitive conditions, the condition of
OSG, market conditions and certain financial, business and other factors beyond AMSC's control. AMSC may not
be able to maintain a level of cash flow from operating activities sufficient to permit AMSC to pay the principal
and interest on its indebtedness. If AMSC's cash flows and capital resources are insufficient to fund its debt
service obligations, AMSC may be forced to reduce or delay capital expenditures, sell assets, seek additional
capital or seek to restructure or refinance its indebtedness. These alternative measures may not be successful
and may not permit AMSC to meet its scheduled debt service obligations.
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2.

PERSONS RESPONSIBLE

2.1

Persons responsible for the information

Person responsible for the information contained in this Registration Document:
American Tanker, Inc.
415 McFarlan Road, Suite 205,
Kennett Square, PA 19348, USA
2.2

Declaration by persons responsible

American Tanker, Inc. confirms that, to the best of its knowledge, the information contained in this Registration
Document is in accordance with the facts and that the Registration Document makes no omissions likely to
affect its import.

15 January 2021
The Board of Directors of American Tanker, Inc.

Leigh Jaros
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3.

BUSINESS OVERVIEW

This Section provides an overview of the business of the Group as of the date of this Registration Document,
and should be read in conjunction with the other parts of this Registration Document, in particular Section 1
"Risk Factors".
3.1

Introduction of the Group and its business

American Tanker, Inc. (the “Issuer”, “ATI” or the “Company”) is a 100% indirectly owned subsidiary of
American Shipping Company ASA (the “Parent”, and together with its subsidiaries “AMSC” or the “Group”).
The Parent is a Norwegian public limited liability company (Nw. allmennaksjeselskap (ASA)). The operations of
the Group are carried out through the U.S. operating subsidiaries of AMSC located in Kennett Square,
Pennsylvania, USA.
The Group’s operating cash flow is primarily composed of bareboat charter hire from the vessels owned by the
individual AMSC leasing subsidiaries, and the Issuer and the Guarantors are thus dependent upon the results of
the operations of all of the AMSC leasing subsidiaries listed in Section 8.2 below. Furthermore, as the Issuer is
a holding company with no business activities other than holding the Profit Sharing Agreement, the Issuer
depends on distribution received from its subsidiaries to repay its indebtedness.
All vessels in the Group's fleet are bareboat chartered out to subsidiaries of OSG on long-term bareboat
charters, and OSG time charters out these vessels to major oil companies, refineries and oil traders. The Group's
bareboat charter contracts with OSG provides stable cash flows based on fixed contracted daily rates of hire
for the charter period with an annual bareboat hire to AMSC of approximately USD 88 million. Under the Profit
Sharing Agreement with OSG, the Group is also entitled to share in the profits from OSG's operations of the
Group's ten tankers on a 50/50 basis, after certain deductions have been made, as further described in Section
8.6 (Operational Contracts).
The Jones Act market, which is the market for U.S. point-to-point maritime shipping, enjoys significant barriers
to entry. These barriers result from the laws contained in 46 U.S.C. § 50501 and 46 U.S.C. Chapter 551 and
related statutes and regulations, which are commonly referred to collectively as the “Jones Act”. Subject to
limited exceptions, the Jones Act requires that vessels engaged in U.S. domestic trade to be built in the United
States, registered under the U.S.-flag, manned by predominantly U.S. crews, and owned and operated by Jones
Act Citizens.
The so-called “lease finance law” exception to these requirements permits leasing companies, banks, and
financial institutions that are not Jones Act Citizens to own U.S.-flag vessels for operation in the Jones Act
Trade, provided that they can make certain certifications and that the vessels are bareboat chartered to a
Jones Act Citizen for a term of at least three years. AMSC’s subsidiaries that own the tankers in its fleet have
satisfied the requirements of the Lease Finance Law.
3.2
2005

2007

History and Development
•

The Parent was established by Aker ASA, under the trading name Aker American Shipping
ASA.

•

AMSC took control of Kværner Philadelphia Shipyard AS, later renamed to Philly Shipyard.

•

The Parent was listed on Oslo Stock Exchange.

•

AMSC reached agreement with OSG for the bareboat charter-out of ten product tankers
and placed a corresponding order for ten vessels at Philly Shipyard.

•

AMSC obtained take-out financing under the Bank Facility for the ten vessels and issued its
initial bond.

•

Philly Shipyard ASA was spun off and separately listed on Oslo Axess.
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•

AMSC took delivery of first three product tankers, the Overseas Houston, the Overseas Long
Beach and the Overseas Los Angeles, and entered into an option agreement with Aker
Philadelphia Shipyard for thirteen additional product tankers. An order was also placed for
an additional two product tankers, which would be converted to the first shuttle tankers
built in the United States.

2008

•

AMSC took delivery of the fourth and the fifth product tankers, the Overseas New York and
the Overseas Texas City.

2009

•

AMSC reached agreement with OSG on a restructuring of their commercial agreements
which resulted in the sale of the two shuttle tankers to OSG and the settlement of certain
commercial disputes which had arisen between the companies.

•

The sixth and the seventh product tankers, the Overseas Boston and the Overseas Nikiski
were delivered. Nine option agreements with Philly Shipyard were cancelled.

2010

•

AMSC took delivery of the eighth and the ninth product tankers, the Overseas Martinez and
the Overseas Anacortes.

2011

•

AMSC took delivery of the tenth product tanker, the Overseas Tampa.

2012

•

The fixed terms of the bareboat charters with OSG were extended to December 2019.

•

OSG filed for bankruptcy relief under Chapter 11 of the U.S. Bankruptcy Code.

•

Major recapitalization of AMSC including a USD 120 million private placement, conversion
of subordinated debt to equity and amendments to vessel debt and bond agreements.

•

AMSC agreed with OSG to convert one of the ten product tankers (the Overseas Tampa)
into a shuttle tanker for a long term bareboat charter backed by a long term OSG time
charter with Shell.

•

AMSC completed major recapitalization which raised approximately USD 128 million in cash
and increased equity by approximately USD 166 million.

•

The Parent began paying quarterly dividends of USD 0.10 per share.

•

On 5 August, 2014, OSG emerged from Chapter 11 bankruptcy protection with all of AMSC’s
agreements assumed as part of OSG’s plan of reorganization.

•

Overseas Tampa converted to a shuttle tanker for a ten year bareboat charter with OSG,
backed by a ten year time charter to Shell beginning in 2015.

•

AMSC invested USD 25 million in Philly Tankers AS which held orders for two product tankers
and options for two additional tankers.

•

AMSC completed a refinancing of secured vessel debt with USD 450 million in new secured
debt.

•

Philly Tankers AS, which AMSC owed 19.61% of, secured long-term time charters on its first
two ships and declared its two options. In the third quarter of 2015, Philly Tankers AS
agreed to sell its four product tanker shipbuilding contracts to a subsidiary of Kinder
Morgan, Inc. for a total consideration of USD 568 million, with scheduled deliveries between
31 December 2016 and 31 December 2017.

•

On 30 November, 2016 American Endurance, the first of the Philly Tankers AS four
newbuilds, was delivered to American Petroleum Tankers, a subsidiary of Kinder Morgan,
Inc.

•

On 1 December, 2016 OSG completed its spin-off of its international flag business, renamed
to International Seaways.

•

AMSC raised USD 220 million senior unsecured bond used to refinance the outstanding bond
with maturity in February 2018.

2013

2014

2015

2016

2017
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•

AMSC received USD 12.5 million in distributions from Philly Tankers from its sale of all four
product tanker newbuild contracts.

2018

•

OSG elected to extend all nine vessels up for renewal, effectively increasing AMSC’s
average bareboat charter duration to 3.5 years.

2019

•

Liquidation of Philly Tankers AS with USD 16.3 million received, USD 28.8 million in total
after-tax proceeds.

•

OSG elected to extend all four vessels up for renewal, being Overseas Boston, Overseas
Nikiski, Overseas Martinez and Overseas Anacortes vessels for three years, effectively
increasing AMSC’s average bareboat charter backlog to 3.7 years.

•

AMSC successfully closed on 9 April 2020 a USD 305 million refinancing of senior secured
vessel debt for nine out of ten ships with new and existing lenders at much improved terms.

•

AMSC successfully completed on 2 July 2020 a refinancing of its USD 220 million bond
maturing February 2022 with a USD 200m bond maturing July 2025.

2020

3.3

AMSC Fleet

The AMSC fleet consists of nine handysize product tankers and one handysize shuttle tanker (46,000 dwt) with
an average age of 11 years.
The product and shuttle tankers are self-propelled vessels with design features including special tank coatings,
cargo segregations and piping systems that permit the simultaneous transportation of multiple grades of cargo.
All of the ten vessels were built at Philly Shipyard, based on Hyundai Mipo Dockyard design, with the following
key specifications, and key advantages compared to less modern Jones Act product tankers:

Vessel Names
Overseas Houston
Overseas Long Beach
Overseas Los Angeles
Overseas New York
Overseas Texas City
Overseas Boston
Overseas Nikiski
Overseas Martinez
Overseas Anacortes
Overseas Tampa

Key Specifications
• Dwt: 46,000
• Cargo tanks: six pairs
• Accommodation: 26+6
persons
• Speed: 15 knots
• Radius
of
action:
14,000 nm

Key Advantages
Compared to
Less Modern Vessels
• Reduced maintenance
• Reduced
fuel
consumption
• Reduced noise and air
emissions
• Reduced crew size
• Highly
flexible
cargo
system
• Stainless steel piping
system

Each of the ten vessels is owned by individual AMSC leasing companies. Each of the individual leasing companies
has bareboat chartered its vessel directly to a subsidiary of OSG who has chartered out the vessel under time
charter to a major oil company (such as Shell, BP, Marathon, Exxon etc.), refinery or oil trader that employ
the vessels in the Jones Act Trade.
Each of the individual leasing companies is party to either a term and revolving loan facility agreement (which
covers five of the vessels and for which BNP Paribas serves as agent), a loan and security agreement (which
covers four vessels and for which Prudential (PGIM, Inc.) serves as agent) or a loan and security agreement
(which cover one vessel and for which CIT Bank serves as agent).
3.4

Safety and Environmental Matters

Health, safety and environment (HSE) is pivotal to the Group’s operations, and through the appointment of
first class ship managers, the Group endeavours at all times to prevent situations that might lead to injury or
damage to life, health or the environment. The Group’s safety management structures are of a high standard
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to safeguard crew, the environment and third parties from any risk, and the Group’s appointed ship managers
are tasked with ensuring these standards are maintained. Through the appointment of first class ship managers,
the Group places great emphasis on ensuring that its operations are compliant with current legislation and
regulatory requirements.
3.5

Material Contracts

Neither the Group nor any member of the Group has entered into any material contracts outside the ordinary
course of business which contains any provision under which any member of the Group has any obligation or
entitlement which is material to the Group.
Below in Section 8.6 (Operational Contracts) is a summary of the material operational contracts entered into
by AMSC and its subsidiaries which are within the ordinary course of business of the Group, and in Section 3.7
(Borrowing and funding structure) is a description of AMSC’s financing agreements which are within the
ordinary course of business of the Group.
3.6

Recent Investments

Principal investments since the date of the last published financial statements
There have been no principal investments made since the last published financial statements (the “Financial
Statements”).
Principal future investments
Besides capital expenditure required for the installation of ballast water treatment systems (as described under
bullet point 3 in Section 5.8.3 (Environmental regulation), there have been no firm commitments in respect of
principal investments to be made since the last published Financial Statements. AMSC estimates that the cost
of these ballast water treatment systems for its vessels will amount to approximately USD 2.0 million per vessel.
So long as the vessels remain on bareboat charter to OSG, this will be compensated by OSG through an increased
bareboat charter rate over the remaining useful life of the vessels.
3.7

Borrowing and funding structure

There have been no changes to the Issuer’s or the Guarantors’ share capital structure since the end of the last
financial year.
Since the end of the Group’s last financial year, the Group successfully refinanced two of their existing bank
facilities agreements on 9 April 2020. The refinancing involved entering into a (i) USD 160 million facilities
agreement secured by five vessels with a club of three banks consisting of BNP Paribas, SEB and National
Australia Bank and a (ii) USD 145 million facilities agreement secured by four vessels, with a syndicate of four
lenders consisting of Prudential Private Capital, Siemens Financial Services, Wintrust Asset Finance and Atlantic
Union Equipment Finance.
The Group does not expect any other financing of its activities other than a potential USD 20 million tap of the
Bond Issue, a potential USD 20 million increase in debt levels of its USD 145 million facility with Prudential
(PGIM, Inc.) as agent or financings used to fund growth opportunities.
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4.

OVERVIEW OF OSG

The information in this Section has been sourced from the webpage of OSG (http://www.osg.com/) and other
public information.
Overseas Shipholding Group, Inc. was incorporated in 1969 and is a provider of energy transportation services,
delivering crude oil and petroleum products throughout the United States. OSG owns and operates a combined
fleet of 24 vessels, registered and operating in the U.S. Jones Act market, but also internationally. OSG’s 22
vessel U.S. Flag fleet consists of three crude oil tankers doing business in Alaska, two conventional ATBs, two
lightering ATBs, three shuttle tankers, ten MR tankers, and two non-Jones Act MR tankers that participate in
the U.S. Maritime Security Program. OSG also owns and operates two Marshall Islands flagged MR tankers which
trade internationally. In addition to the currently operating fleet, OSG has on order one Jones Act compliant
barge which was delivered in December 2020. The vessels predominately operate on medium to long-term time
charters which contributes to predictable revenue streams, independent of the volatility in the spot market.
Overseas Shipholding Group, Inc
(OSG)
BB Counterparty

Overseas Bulk Ships, Inc (OBS)

Alaska Tanker Co. LLC

U.S. Flag Vessel

Vessel

Capacity

US

OSG

OSG % of

(bbls)

fleet

fleet

fleet

Trades
- Gulf cost to East Coast

Tanker

330

42

13

31%

- Inta West Coast movements
- Cross Gulf
- Deep water US Gulf to Gulf

Shuttle tanker

320

3

3

100%

ATB

237

40

2

5%

Lightering ATB

230

2

2

100%

- Delaware Bay

MSP tankers

325

2

2

100%

- MSP's international trade

Marshall Islands
flagged MRs

325

2

Coast refiners
- Gulf Coast to East Cost
- Cross gulf

- Trading internationally

Source: OSG’s webpage and Arctic Securities. Excludes the tanker Alaskan Frontier in lay up.
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10
4
Product carriers
AMSC Vessels chartered-in

ATBs
Vessels owned

Source: OSG’s webpage
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In November 2012, OSG and certain of its subsidiaries filed a petition in the district of Delaware for bankruptcy
protection under Chapter 11 of the U.S. Bankruptcy Code, which permits reorganization of a company which is
unable to service its debt or pay its creditors.
On 5 August 2014, OSG emerged from Chapter 11 bankruptcy protection when its plan of reorganization became
effective. Under the terms of the plan, all AMSC agreements with OSG were assumed and accepted on the
effective date. As charterer of AMSC’s vessels, OSG continued to service its financial obligations to AMSC in
2014 on time, including the first instalments on the deferred principal obligation (as discussed in Section 8.8
(OSG Deferred Principal Obligation)) OSG has always serviced its financial obligations to AMSC in full and on
time, also during the entire period of its bankruptcy filing.
On 15 July 2016, OSG filed a registration statement with the SEC setting out its intention to spin-off its
International Flag business (OIN), dividing OSG and OIN into two independent entities with independent owners
and management to better enable both firms to focus on its core activities without fighting for resources and
senior management.
On 26 September 2016, OSG International filed an 8-K form to the SEC with the required acceptance to upstream
USD 100 million from OIN to OSG (i.e. following the spin-off of OIN, these funds would remain with the U.S.
Jones Act part of the business).
On 21 October 2016, OSG announced that its Board of Directors had approved the spin-off of its International
Flag business.
On 1 December 2016, OSG announced it had completed the spin-off of its International Flag business,
International Seaways, with the new stock being tradable as per 1 December 2016. 100% of the shares in
International Seaways were distributed to OSG shareholders and warrant holders as part of the spin-off.
On 12 March 2020, OSG announced the closing of the agreement to acquire three Jones Act Suezmax tankers
operated by Alaska Tanker Company, in addition to entering into a bareboat charter with BP for a fourth vessel,
the Alaskan Frontier. The three ships will be chartered to BP Exploration Alaska for a total of ~13.9 years, split
across 30, 60 and 77 months, with an annual EBITDA contribution estimated to be USD 22m. In addition, the
company also acquired the remaining 62.5% interest of ATC for USD 19m.
OSG’s net income amounted to USD 8.7 million in 2019 and USD 30.9 million in the first nine months of 2020.
As of 30 September 2020, OSG had USD 856.3 million of total liabilities and cash of USD 54.0 million, and the
book equity ratio was 30.4%. For further information, please see SEC filing on FORM 10-Q, dated 6 November
2020: https://www.osg.com/investor-relations/sec-filings/sec-filings-details/default.aspx?FilingId=14486772.
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5.

INDUSTRY OVERVIEW

The following discussion and the discussion appearing elsewhere of this Prospectus contain information
sourced from third parties.
5.1

Introduction

AMSC’s vessels operate in the protected U.S. domestic or Jones Act Trade. Originally enacted as the Merchant
Marine Act, 1920, the Jones Act is a federal statute that generally provides for the promotion and maintenance
of the American merchant marine. In particular, the Jones Act requires that all goods transported between
points in the United States must be carried on vessels built in the United States, registered under the U.S. flag,
predominantly crewed by U.S. citizens, and owned and operated by U.S.-organized companies that are
controlled and at least 75% owned by U.S. citizens.
Since its enactment, there have been some attempts without success to repeal the Jones Act or weaken its
requirements. These attempts have failed due to an active lobby supporting the Jones Act and the general
perception that the Jones Act is important for the national security of the United States and the maintenance
of its U.S. naval forces and merchant marine. However, the Jones Act has been waived on certain occasions –
most recently in response to Hurricane Sandy in 2012, but also in response to Hurricanes Katrina and Rita in
2005 and after Hurricane Maria at Puerto Rico in 2017. These waivers, which may only be granted in the interest
of national defence, lasted for short periods of time (10-14 days) where movements of petroleum products
between certain U.S. ports was opened for foreign-flag vessels.
The Jones Act tanker fleet peaked in 2009 as a number of vessels were delivered ahead of the phase-out of
single hull vessels through 2013 which resulted in a considerable reduction of the fleet. The regulatory phaseout of tonnage was driven by increased attention to environmental issues after the Exxon Valdez accident in
1989 and the implementation of OPA 90 which stated that all single hull vessels either had to be converted to
double hull or scrapped. While scrapping was the preferred solution for tankers, ATB owners to a higher degree
opted to convert units – leading to a portion of today’s fleet being relatively old.
As construction of commercial tanker tonnage at U.S. yards is expensive compared to construction at Asian
yards and the availability of yard capacity is limited, the timely replacement of old vessels has presented a
challenge. Coupled with a supply overhang in recent years, causing a challenging market, this has resulted in
limited newbuilding ordering and led to a gradual tightness in supply in recent years. On the back of limited
yard capacity, AMSC believes the conditions will continue to limit the construction of Jones Act tankers. The
U.S.-flag domestic trade in petroleum products and chemicals is now carried by 87 vessels with a total capacity
of 22,935 million barrels. Out of these 87 vessels, 45 are tankers and the remaining 42 are Articulated Tug
Barges (ATBs).
Jones Act Tanker Industry Fundamentals
Dynamics in the Jones Act tanker industry are impacted fundamentally by the demand for U.S. domestic marine
transportation of crude oil, refined petroleum products and chemicals and the available supply of vessels. AMSC
believes the following Jones Act industry trends will impact daily rates in the coming years:
•

The market enjoys significant barriers to entry. The Jones Act limitation on foreign-owned and/or
constructed vessels protects the U.S. point-to-point maritime shipping market from foreign
competition. General Dynamics Nassco Shipyard and Philly Shipyard are the predominant yards and
both have significant market shares basically controlling the market for construction of Jones Act
tankers in the Jones Act tankers industry. The number of Jones Act qualified tankers has increased in
recent years with a current Jones Act tanker fleet of 45 vessels. The industry’s firm Jones Act orderbook
as of 30 September 2020 consists of one ATB with delivery scheduled in the fourth quarter of 2020.
AMSC believes the Jones Act market also enjoys strong barriers to entry through its limited yard
capacity and significant capital expenditure requirements. Philly Shipyard and General Dynamics
Nassco both have won large governmental contracts in recent years, which AMSC believes will limit
their ability to construct integrated tankers in the coming years.
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5.2

•

Increased U.S. production and consumption of crude oil and liquids. Recently released EIA data show
that U.S. crude and other liquids production for the second quarter of 2020 was 17.58 million b/d,
which was down from the 22.22 million b/d in the first quarter of 2020 and 19.47 million b/d in 2019.
EIA expects production to increase to 18.62 million b/d in the fourth quarter of 2020, and further to
18.81 million b/d in 2021. EIA data shows that U.S. consumption was 16.08 million b/d in the second
quarter of 2020, which compares to 19.33 million b/d in the first quarter of 2020 and 20.54 million b/d
in 2019. Moreover, it expects U.S. consumption to increase to 20.44 million b/d in the fourth quarter
of 2020 and to 20.06 million b/d in 2021.

•

Ongoing market consolidation. The market has over the past years witnessed consolidation where the
five largest owners and operators now control 64% of the total tanker and ATB fleet.

•

Scrapping. As older vessels come off charter the owners will have to consider the required high
investments costs (maintenance, repair, drydock, etc.) to continue trading compared to current rates
and earnings environment, with the expectation that at current rates the owners are better off with
scrapping the vessels. There are 3 tankers and 3 ATBs that are 30 years or older, all of an age where
scrapping will be considered over the next couple of years.

•

U.S. refinery and pipeline capacity driving increased reliance on coastwise transportation. Marine
transportation provides a critical link between a number of major refined petroleum product producing
and consuming regions of the United States. The growth in U.S. Gulf of Mexico refinery capacity and
refinery closures in the Northeast and in the Caribbean have further accentuated the refined petroleum
product surplus on the U.S. Gulf Coast and the supply deficit in the U.S. Atlantic States, driving
additional demand for coastwise transportation. There are currently only two pipelines (the Colonial
and the Plantation) that carry refined petroleum products from the U.S. Gulf of Mexico to the U.S. MidAtlantic and Southern Atlantic regions, and they are operating at full or near full capacity. While a
number of pipeline projects to move crude out of Canada, Texas and the Bakken region are scheduled
to come on line over the next few years, the rapid growth in shale and unconventional oil production
is outpacing the construction of pipeline capacity. Tankers and barges, as well as rail, are expected to
be widely used to supplement the insufficient pipeline capacity and cover routes not practicably
covered by pipelines.
Trade Patterns in the Jones Act Product Carrier Industry

The Jones Act encompass all goods moved between U.S. ports – including dry bulk, containers, ro-ro, crude and
refined petroleum products. The latter two is transported by pipelines, marine transportation, trucks and
railroads. Historically waterborne transportation has been the most important mode of transportation for
refined petroleum products after pipelines. Rail cars and trucks are generally only cost-effective for moving
refined petroleum products over short distances. Marine transportation provides a vital link between onshore
and offshore oil fields, major refined petroleum product producing locations and consuming regions of the
United States.
A number of areas along the U.S. coast have access to refined petroleum products mainly by marine
transportation. The areas are often referred to as different “PADDs”, a system dividing the country into five
areas where PADD 1 is the East Coast (blue), PADD 2 is the Midwest (red), PADD 3 is the Gulf Coast (grey), PADD
4 is the Rocky Mountain (light blue) and PADD 5 is the West Coast including Alaska and Hawaii (purple), as
shown on the map below.
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Source: AMSC

Within Jones Act AMSC considers the following main trade routes to be relevant for AMSC, OSG and other
product carrier players:
•

Clean – U.S. Gulf Coast, which historically has been the trade route from gulf refineries to Florida
(Tampa, Port Everglades) and Lower Atlantics (Savannah, Jacksonville), with the route towards Tampa
being seen as key with significant volumes at 325kbblspd. For this trade the main product is gasoline,
given the lack of pipeline access in Tampa.

•

Crude oil, is mainly movement of U.S. Shale Oil to U.S. Gulf Coast and Mid-Atlantic refineries and has
increased significantly in volume and importance in recent years, with Texas based Eagle Ford and
Permian being big contributors. This category also includes crude from offshore Gulf of Mexico which
falls outside the existing offshore pipeline system.

•

West Coast, which is divided into two main routes being crude from Alaska to refineries in the Pacific
Northwest and crude/product from Pacific Northwest to California. Historically, movement of products
from refineries in Washington to San Francisco or Long Beach was the main focus, however also here a
shift has occurred as a result of increased U.S. Shale Oil volumes being transported from primarily
Bakken.

•

Chemicals, which involves chemicals and specialty products transportation primarily between U.S. Gulf
and Atlantic Coast, seen by many as a ‘niche-within-a-niche’ trade.

•

Military Sealift Command, which involves charters of commercial Jonas Act vessels by the military.

5.3

The Types of Vessels in the Jones Act Product Carrier Industry

There are three main types of units in the Jones Act product carrier industry:
•

Product tankers. These are self-propelled vessels that carry crude oil or other liquid product cargo in
bulk in integrated tanks. Jones Act tankers range in size from 30,000 to 52,000 dwt capacity with cargo
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carrying capacity of 240,000 to 340,000 barrels. Larger Jones Act tankers, ranging from 125,000 to
188,000 dwt, are used exclusively in the ANS trade (which is not part of AMSC’s definition of the Jones
Act coastwise tanker fleet).
•

Articulated tug barges. Articulated tug barges, or ATBs, are tank barges that are mechanically linked
with a paired tug. The tug fits into a notch at the stern of the barge with a mechanical connection to
lock the two together. The tug can separate from the barge when desired. ATBs are fully ocean-going
vessels. Jones Act ATBs in the coastal product trades range in size from 50,000 barrels to 330,000
barrels.

•

Inland tank barges. These are smaller tank barges, which typically range in size from 10,000 to 25,000
barrels, and are used exclusively on inland waterways such as the Mississippi River and the Gulf and
Intercostal Waterway (GIWW). One tug may operate in a three barge arrangement (called a unit tow)
or in a line-haul fashion, which involves pushing multiple barges wired together. Inland tank barges
cannot travel outside of a protected waterway and, therefore, do not compete with Jones Act coastwise
tankers.

Product tankers and large ATBs (i.e. those with over 140,000 barrel capacity) compete in similar markets. The
two types of vessels compare as follows:

5.4

•

Product tankers are more expensive to build than ATBs, and are from 1/1/2016 required to be built
under the North American Emission Control Area Standards (ECA), which increased the cost for a new
Jones Act Tier III 50,000 DWT MR product tanker to between USD 135 million and USD 150 million.

•

ATBs typically have lower operating costs primarily driven by lower manning requirements as ATBs can
be crewed using a two-watch system, in which crews work six-hour shifts, with six hours off between
each shift. The U.S. Coast Guard requires that product tankers operate with a three-watch system, in
which crews work four-hour shifts, with eight hours off between each shift. The typical operating costs
for a product tanker is approximately USD 24,000 per day. By comparison, typical operating costs for a
250,000-barrel capacity ATB ranges from approximately USD 11,000 to USD 13,000 per day. These
operating costs include crew, insurance, maintenance and repair expenses, but exclude fuel costs, port
charges and capital costs.

•

Product tankers have significantly better deliverability. Tankers are generally larger, faster, more
flexible and more capable of operating at their maximum capabilities in a wider range of adverse
weather conditions, providing better delivered costs in most Jones Act petroleum trades than are
provided by ATBs.

•

Product tankers have significantly better fuel economy due to better hull hydrodynamics and propulsion
efficiency than ATBs.
The Supply of Vessels in the Jones Act Product Carrier Industry

As mentioned, the Jones Act product carrier fleet has declined since its peak, however there has also been
newbuilds entering the fleet in recent years as the market has taken delivery of tonnage ordered when the oil
price was reaching its previous high. The fleet currently comprises 45 product tankers and 42 ATBs. Below is a
detailed breakdown of the current fleet.
Source: Arctic Securities

Jones Act fleet
Number of vessels
Total capacity
Minimum capacity
Maximum capacity
Average capacity

#
kbbls
"
"
"

Tanker
45
14,781
238
348
328

ATB
42
8,154
140
335
194

Total
87
22,935
140
348
264
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Furthermore, the number of vessels in the orderbook has been reduced on the back of deliveries of newbuildings
and limited new vessel contracting. There are currently one ATB in the orderbook with scheduled delivery in
the second half of 2020. The contract is with Greenbrier Marine (formerly Gunderson Marine LLC) for the
construction a 204kbbl oil and chemical tank barge. There are no newbuild deliveries after 2020. Below is an
overview of the development in the orderbook in the Jones Act tanker and ATB segments.
Source: Arctic Securities
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The Jones Act market is a small shipping market compared to the major commodity segments, with a relative
consolidated ownership structure. Key market players in the U.S. flag product carrier market include Crowley,
Kinder Morgan, American Shipping Company, OSG, US Shipping, Seacor, Kirby, Bouchard, among others. The
graph below depicts the distribution of the entire current fleet.
Source: Arctic Securities

Going forward the Jones Act fleet development is impacted by a range of factors, including the ones described
in more details below:
•

Scrapping: As older vessels come off charters owners will have to consider the required high
investments costs (maintenance, repair, drydock, etc.) to continue trading compared to current rates
and earnings environment, with the expectation that at current rates the owners are better off with
scrapping older vessels. At the same time, if there is an uptick in charter rates, owners are likely to
try to increase the lifetime of the vessels and delay scrapping. The current fleet includes several vessels
with age above 30 years. A rule of thumb is that product carriers can trade for 30 years, whereas vessels
having been converted from single- to double-hull can trade for a total lifetime of 40 years. The below
graphs depict the Jones Act fleet age profile. As highlighted 3 tankers and 3 ATBs are 30 years or older
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and is considered to be of an age where scrapping will be considered when these vessels come off
contract over the next couple of years.
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5.5

•

Vetting requirements: Major oil company vetting requirements, which place a strong emphasis on the
age of the vessel, will continue to have an impact on the Jones Act product carrier fleet going forward.
Some major oil companies use a risk-based vetting system in which age is one component of the
analysis. Other major oil companies have more explicit policies regarding age and prefer vessels below
certain thresholds such as 20 or 25 years. However, from our knowledge BP is the only major oil
company having published a firm 20-year age limitation also for its Jones Act product carriers, with
other major oil companies being more pragmatic and evaluate different situations as and when they
occur.

•

Newbuilds capacity: It takes around three years from the time the order is made until the vessel is
delivered and Philly Shipyard and General Dynamics Nassco Shipyard are both considered as booked
through 2024 following recent newbuild awards from the U.S. Government. A full orderbook could
potentially flood the market, but this is considered by AMSC as highly unlikely as the owners expect a
higher risk adjusted return than what is being offered in today’s market. It is considered unlikely by
AMSC that General Dynamics Nassco or Philly Shipyard would build vessels on speculation given the
excess supply of vessels and their current backlogs.
The Deployment of the Jones Act Fleet

The deployment of the Jones Act product carrier fleet is depicted in the following charts, showing where
substantial part of the fleet is deployed. Clean U.S. Gulf has gained activity recently on the expense of Crude
Oil, increasing its share of the volumes from 36% in 2015 to 42% in 2020.
Fleet deployment by main trades - 2015
Chemicals,
8%

Idle, 0%

West
Coast,
17%

MSC, 3%

Crude oil,
36%

Clean USG,
36%

Source: Navigistics ’ Wilson Gillette Report Apr 2020, EIA and AMSC analysis
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Fleet deployment by main trades – 2020

Idle, 6% MSC, 3%

Crude oil,
22%

Chemicals,
5%

West Coast,
21%
Clean USG,
42%

Source: Navigistics ’ Wilson Gillette Report Apr 2020, EIA and AMSC analysis

The categories are explained as follows:

5.6

•

Clean USG. Intra U.S. Gulf Coast and U.S. Gulf Coast to Atlantic Coast Clean Product trade.

•

Chemicals. Chemical and Specialty Products trade along U.S. Gulf Coast and Atlantic Coast.

•

Crude Oil. This category encompasses movement of crude oil and lease condensates in the U.S. Gulf
Coast, the Atlantic Coast, deepwater Gulf of Mexico and Jones Act vessels employed in the Philadelphia
lightering service.

•

West Coast. This category encompasses the Intra West Clean Product trade and the Intra West Dirty
Product trade, as well as Alaskan crude oil moves by product tankers under 55,000 dwt and the
emerging movement of LTO in the Pacific Northwest. This category recognizes that West Coast Jones
Act tankers often switch service on a voyage-to-voyage basis.

•

MSC. Military Sealift Command service.

Demand for Jones Act Product Carriers
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The diagram below shows demand developments in the Jones Act tanker market between 2009 and 2021e. In
aggregate, demand for U.S. Jones Act tankers over the past ten year period has increased by 39%, according to
Arctic Securities, which corresponds to an annual average growth rate of 2.1%. It is expected that trade will
grow marginally between 2020 and 2021.
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Below are set out some factors which can impact demand going forward:
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•

Gasoline demand: U.S. demand for gasoline remains a key driver for Jones Act charters.

•

U.S. crude oil production: Prior to the Covid-19 outbreak, the monthly U.S. crude production peaked
at 12.9 million b/d. While production and consumption have declined this year, EIA expects a recovery
in the coming months and quarters, which will be a key driver for Jones Act tanker demand.
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•

Import: Uncertain long-term European refinery economics, particularly following the Covid-19
outbreak, may decline import of clean petroleum products to Florida, which would have a positive
effect on the Jones Act market.

•

Crude export: The export overseas market has increased in recent years, and although current
economics are uncertain, any changes can lead to increasing or decreasing volumes being shipped
overseas.

•

Crude-by-rail terminals: West Coast will benefit from increasing volumes, which will increase volumes
of U.S. Shale Oil (mainly from Bakken) available to move by sea from west coast ports.

•

Pipeline capacity: The Colonial pipeline continues to operate at maximum capacity on its Line 1, which
transports gasoline from Houston, Texas to Greensboro, North Carolina and is pro-rationing shipments.
The Plantation pipeline is experiencing the same situation, keeping operation at maximum capacity.
This is likely to continue into the near future, which means that any increased demand going forward
could be shifted towards the Jones Act market.

Other factors influencing the Jones Act carrier trades include:
•

Continued imbalances in refinery production and consumption along the U.S. West Coast, in which the
Los Angeles area is a net importer of petroleum products and the San Francisco Bay and Puget Sound
(Seattle) areas are net exporters continues to drive demand in the West Coast trade.

•

Trade in the petrochemical commodities is heavily driven by the economy and the anticipated
continuing recovery of the U.S. economy will maintain demand for Jones Act product carriers serving
this segment. The availability of low cost natural gas in the United States (also as a result of the
hydraulic fracturing and horizontal drilling/production technology) is further strengthening the U.S.
chemical industry.

•

Employment of Jones Act product tankers in Lower 48 Crude Oil trade is likely to increase over the
forecast horizon. Pipelines and railroad routings will certainly change as will the use of waterborne
transport.
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5.7

Charter Rates in the Jones Act Product Tanker Industry

Vessels in the Jones Act tanker market are typically chartered for 5 or 3 years at a time. At the very peak of
the market vessels were chartered for shorter spot periods of time (i.e.: up to 1 year) at rates in the $ 100,000
to $ 120,000 per day range. Similarly, in a softer market vessels are fixed at for periods of less than one year
at rates ranging from $ 35,000 to $ 45,000 a day. AMSC believes that these shorter spot rates, whether at peak
or trough, are not representative for the traditional 3 to 5 year time charter market which has typically been
in the $ 55,000 to 75,000 per day range. Fully compensatory charter rate for Jones Act tankers are in the range
of $ 60-65,000 per day. Such compensatory rate assumes a $ 35-40,000 a day bareboat element (which includes
debt service and reasonable return to equity holders) and an OPEX element of approximately $ 25,000 a day.
Since 2017, contracted daily spot hire rates in the Jones Act product tanker industry for modern 46,000 dwt to
49,000 dwt product tankers have improved from approximately USD 35,000 per day for Jones Act Veteran and
or State Class MR Tanker, to daily charter rates of $ 60-65,000 per day. The recovery has been due to an
increase in crude oil and product tanker movements and falling supply of vessels due to the phase-out of ageing
vessels.
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The charterers of Jones Act product tankers include major oil companies and refiners, such as BP, Exxon Mobil
Corporation, Chevron, Citgo Petroleum Corporation, Shell, Phillips 66 Company, Valero Energy Corporation,
Koch Industries, Inc., Petróleo Brasileiro S.A. and Marathon. Other charterers include the U.S. Military Sealift
Command, major chemical companies and oil traders.
5.8

Regulatory framework for operation of vessels in the U.S. coastwise trade

5.8.1

The Jones Act

The Jones Act is the U.S. cabotage law that imposes certain restrictions on the ownership and operation of
vessels in the U.S. coastwise trade (i.e., trade between points in the United States). The Jones Act applies to
the transportation of cargo by water, or by land and water, between coastwise points in the United States
either directly or via a foreign port, or for any part of the transportation. These laws are principally contained
in 46 U.S.C. § 50501 and 46 U.S.C. Chapter 551 and related statutes and regulations and are commonly referred
to collectively as the “Jones Act.” Subject to limited exceptions, the Jones Act requires that vessels engaged
in U.S. coastwise trade be built in the United States, registered under the U.S.-flag, manned by predominantly
U.S. crews, and owned and operated by Jones Act Citizens. A corporation must satisfy the following
requirements to be deemed a Jones Act Citizen: (i) the corporation must be organized under the laws of the
United States or of a state, territory or possession thereof; (ii) each of the chief executive officer and the
chairman of the board of directors of such corporation must be a U.S. citizen; (iii) no more than a minority of
the number of directors of such corporation necessary to constitute a quorum for the transaction of business
can be non-U.S. citizens; and (iv) at least 75% of each class or series of stock in such corporation must be owned
by Jones Act Citizens.
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5.8.2

Qualified Leasing Company under the Jones Act

The Jones Act generally requires that vessels operating in the Jones Act Trade be built in the United States,
registered under the U.S. flag and owned and operated by Jones Act Citizens. However, as AMSC’s subsidiaries
own AMSC’s vessels through the Lease Finance Law exception to the Jones Act, there is currently no
requirement that AMSC have any minimum level of ownership by Jones Act Citizens. In fact, AMSC may be
wholly-owned by non-Jones Act Citizens.
To own a Jones Act-qualified vessel, a subsidiary of AMSC must meet the following requirements of the Lease
Finance Law:
•

the subsidiary must satisfy the minimum requirements to own a U.S. flag vessel, which are that (i) it
must be organized under the laws of the United States or of a state, territory or possession thereof,
(ii) each of the chief executive officer and the chairman of the board of directors of the subsidiary
must be a U.S. citizen, and (iii) no more than a minority of the number of directors of the subsidiary
necessary to constitute a quorum for the transaction of business can be non-U.S. citizens;

•

the subsidiary must be a leasing company that owns the vessel solely as a passive investment, does not
operate any vessel for hire, is not affiliated with any company that operates any vessel for hire, and is
independent from and not affiliated with any charterer of the vessel or any other person who has the
right, directly, or indirectly, to control or direct the movement or use of the vessel; and

•

the subsidiary must bareboat charter the vessel to a Jones Act Citizen for a term of at least three years.

AMSC’s ten indirectly wholly-owned subsidiaries that hold title to the vessels currently fulfill these
requirements. In furtherance of these requirements the Articles of Association of the Parent contain restrictions
on ownership of its shares by companies that operate any vessel for hire.
5.8.3

Environmental regulation

Government environmental regulation affects the operation of AMSC's vessels. The vessels are subject to
treaties and conventions, U.S. federal, state and local laws and regulations relating to safety and health and
environmental protection, including requirements related to the generation, storage, handling, emission,
transportation, discharge and remediation of releases of regulated materials and operations. Violations of these
laws may result in civil and criminal penalties, fines, injunctions or other sanctions. These treaties and
conventions, U.S. federal, state and local laws and regulation include:
•

OPA 90, which established a comprehensive federal liability regime, as well as prevention and
response requirements, relating to discharges of oil in U.S. waters, which include the navigable
waters and 200-mile Exclusive Economic Zone of the United States. OPA 90 imposes, among other
things, joint and several strict liability (i.e., liability without fault) on responsible parties, defined
as owners, operators and bareboat charterers, for removal costs and other damages arising from
spills attributable to their vessels up to their limits of liability, unless the limits are broken, or
unless the spill results solely from the act or omission of certain third parties under specified
circumstances, an act of God or an act of war. An owner does not include a lender that does not
participate in management of a vessel but holds indicia of ownership primarily to protect the
security interest of the person in the vessel. For purposes of its liability limits and financial
responsibility and response planning requirements, OPA 90 differentiates between tank vessels and
“other vessels.” OPA 90 expanded pre-existing financial responsibility requirements and requires
vessel operators (i.e. the person who conducts the operation of or is responsible for the operation
of the vessel) to establish and maintain Certificates of Financial Responsibility with the U.S. Coast
Guard as evidence of insurance or qualification as a self-insurer or other evidence of financial
responsibility sufficient to meet their potential liabilities under OPA 90. Any vessel without the
necessary evidence of financial responsibility is subject to seizure by and forfeiture to the United
States. The regulations also implement the financial responsibility requirements of the
Comprehensive Environmental Response, Compensation and Liability Act (“CERCLA”), which
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imposes liability for discharges of hazardous substances such as chemicals, similar to OPA 90, and
provides compensation for cleanup, removal and natural resource damages. Liability per vessel
under CERCLA is limited to the greater of USD 300 per gross ton or USD 5 million, unless the incident
is caused by gross negligence, willful misconduct, or a violation of certain regulations, in which
case liability is unlimited. In addition, OPA 90 amended the U.S. Clean Water Act (the "CWA") to
require the owner or operator of certain facilities or of a tank vessel to prepare facility or vessel
response plans and to contract with oil spill removal organizations to remove, to the maximum
extent practicable, a worst-case discharge. OPA 90 allows states to impose their own liability
regimes with respect to oil pollution incidents occurring within their boundaries and many states
have enacted legislation providing for unlimited liability for oil spills. Some states have issued
regulations addressing financial responsibility and vessel and facility response planning
requirements. Effective 12 November 2019, the OPA 90 regulations were amended to increase the
liability limits for responsible parties for non-tank vessels to USD1,200 per gross ton or USD 997,100,
whichever is greater, and for single-hull tank vessels the maximum limits of liability are the greater
of USD3,700 per gross ton or USD 27,422,200. Under revised procedures, the U.S. Coast Guard will
conduct an evaluation every three years to determine whether liability limits should be increased
further. The CWA, enacted in 1972, prohibits the discharge of “pollutants,” which includes oil or
hazardous substances, into navigable waters of the United States and imposes civil and criminal
penalties for unauthorized discharges. The CWA complements the remedies available under OPA
90 and CERCLA. The AMSC affiliates, as owners of the vessels bareboat chartered to OSG, may be
considered a “responsible party” along with OSG, as bareboat charterer, for liability related to the
oil spill and removal costs if the affiliates do not qualify as a “lender.”
•

The U.S. Act to Prevent Pollution from Ships (the "APPS"), which implements, in part, the
International Convention for the Prevention of Pollution from Ships, 1973 as modified by the
Protocol of 1978 ("MARPOL") in the United States. MARPOL is the main international convention
covering the prevention of pollution of the marine environment by ships from operational or
accidental causes. MARPOL has six specific annexes. APPS incorporates into U.S. law: Annex I, which
governs oil pollution; Annex II, which governs noxious liquid substances; Annex V, which governs
garbage pollution; and Annex VI, which governs air pollution. Since the 1990s, the U.S. Department
of Justice has been aggressively enforcing U.S. criminal laws against vessel owners, operators,
managers, crewmembers, shoreside personnel, and corporate officers for actions related to
violations of APPS. Among other things, MARPOL Annex I requires that operational discharges, such
as machinery space bilge water, must pass through pollution prevention equipment that separates
the oil from the water and monitors the discharge of bilge water to ensure discharges to not exceed
15 ppm. In addition, MARPOL Annex I mandates strict record keeping requirements for operational
discharges and requires a shipboard oil pollution emergency plan. MARPOL Annex V governs the
discharge of garbage from ships and imposes a general strict prohibition on the discharge of all
garbage unless the discharge is expressly provided for under the regulations, and imposes strict
garbage management procedures and documentation requirements, applicable to vessels (and fixed
and floating platforms) in U.S. waters and the special area for the Wider Caribbean region including
the Gulf of Mexico and the Caribbean Sea. MARPOL defines certain sea areas as "special areas", in
which, for technical reasons relating to their oceanographically and ecological condition and to
their sea traffic, the adoption of special mandatory methods for the prevention of sea pollution is
required.

•

The U.S. National Invasive Species Act (the "NISA"), was enacted in 1996 in response to growing
reports of harmful organisms being released into U.S. waters through ballast water taken on by
vessels. The U.S. Coast Guard adopted regulations under NISA in July 2004 that impose mandatory
ballast water management practices for all vessels equipped with ballast water tanks in U.S.
waters. These requirements could be met by performing mid-ocean ballast exchange, by retaining
ballast water on board the vessel, or by using environmentally sound ballast water treatment
methods approved by the U.S. Coast Guard. In March 2012, the U.S. Coast Guard amended its
regulations on ballast water management by establishing standards for the allowable concentration
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of living organisms in a vessel’s ballast water discharged in United States waters. The final rule
sets limits to match those set internationally by IMO in the International Convention for the Control
and Management of Ships Ballast Water and Sediments (the “Ballast Water Convention”). In most
cases vessels will be required to install and operate a ballast water management system (“BWMS”)
that has been type-approved by the U.S. Coast Guard. A vessel’s compliance date varies based
upon the date of construction and ballast water capacity. New ships constructed on or after 1
December 2013 must comply with these standards on delivery. The deadline for installing these
new systems on the AMSC's vessels is tied to the first dry-docking of each vessel after January 1,
2016, subject to possible extension. If a vessel intends to install a BWMS prior to the applicable
compliance date and the U.S. Coast Guard has not yet type-approved systems appropriate for the
vessel’s class or type, the vessel may install an Alternate Management System (“AMS”) that has
been approved by a foreign-flag administration pursuant to the IMO’s Ballast Water Convention if
the U.S. Coast Guard determines that it is at least as effective as ballast water exchanges. If an
AMS is installed prior to the applicable compliance date, it may be used until five years after the
compliance date, which is intended to provide sufficient time for the manufacturer to obtain Coast
Guard approval. In lieu of the AMS option, vessel owners and operators may request an extension
of the BWMS requirements. The U.S. Coast Guard will consider a number of factors when evaluating
an extension request, including the lead time required to contract and install a U.S. type-approved
BWMS, issues related to limited market and manufacturing capabilities, and limited shipyard
capacity. AMSC estimates that the cost of these ballast water treatment systems for its vessels will
amount to approximately USD 2.0 million per vessel. So long as the vessels remain on bareboat
charter to OSG, this will be compensated by OSG through an increased bareboat charter rate over
the remaining useful life of the vessels. In addition to the federal standards, states have enacted
legislation or regulations to address invasive species through ballast water and hull cleaning
management, and permitting requirements, which in many cases have also become part of the
state’s 2013 VGP certification. California, for example, requires vessels to comply with its own
ballast water discharge and hull fouling requirements. Numerous other states have also added more
stringent requirements to their certification of the 2013 VGP (discussed below).
•

The CWA prohibits the discharge of "pollutants", which includes oil or hazardous substances, into
navigable waters of the United States and imposes civil and criminal penalties for unauthorized
discharges. The CWA complements the remedies available under OPA 90 and CERCLA. The CWA also
established the National Pollutant Discharge Elimination System ("NPDES") permitting program,
which governs discharges of pollutants into navigable waters of the United States. Pursuant to the
NPDES, EPA issued a Vessel General Permit for Discharges Incidental to the Normal Operation of
Vessels (“2008 VGP”), which was in effect from 6 February 2009 to 19 December 2013, covering
26 types of discharges incidental to normal vessel operations. The 2008 VGP was replaced by the
Phase II VGP Regime ("2013 VGP"), which became effective on 19 December 2013. Like the 2008
VGP, the 2013 VGP applies to U.S. and foreign-flag commercial vessels that are at least 79 feet in
length, and therefore applies to the AMSC’s vessels. The 2013 VGP implemented more stringent
requirements than the 2008 VGP. For example, with regard to ballast water discharge standards,
the 2008 VGP requirements for ballast water were minimal, whereas the 2013 VGP implements
numeric technology-based effluent limitations that replace the non-numeric based best
management practice requirements in the 2008 VGP. The 2013 VGP also contains more stringent
effluent limits for oil-to-sea interfaces and exhaust gas scrubber washwater, which seeks to
improve environmental protection of U.S. waters, by requiring all vessels to use an Environmentally
Acceptable Lubricant (EAL) in all oil-to-sea interfaces, unless not technically feasible. Pursuant to
a Memorandum of Understanding entered into between the U.S. Coast Guard and EPA on February
11, 2011, the U.S. Coast Guard identifies and reports to EPA detected VGP deficiencies, and EPA
retains responsibility and enforcement authority to address VGP violations. Failure to comply with
the VGP may result in civil or criminal penalties. Section 401(d) of the CWA permits individual
states to attach additional limitations and requirements to federal permits, including the 2013 VGP,
that are necessary to assure that the permit will comply with any applicable CWA-based effluent
limitations and other limitations, standards of performance, prohibitions, effluent standards, or
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pretreatment standards, and with any other appropriate requirements of that state. Pursuant to
this authority, several states have specified significant, additional requirements that became a
condition of the 2013 VGP. As a result, in addition to the 2013 VGP requirements, owners and
operators of a vessel must meet specific state conditions in accordance with Section 401 of the
CWA, if applicable. A Notice of Intent to be covered by the 2013 VGP has been filed with the EPA
for each of AMSC’s ships. The 2013 VGP was extended by the Vessel Incidental Discharge Act
(“VIDA”), which was signed into law on December 4, 2018, until the new regulatory regime under
VIDA is implemented. VIDA establishes a new framework for regulation of discharges incidental to
the normal operation of commercial vessels into navigable waters of the United States, including
management of ballast water. VIDA requires EPA to implement a final rule setting forth standards
for incidental discharges, including ballast water, by December 4, 2022, and the U.S. Coast Guard
to issue a final rule implementing EPA’s standards by December 4, 2024. Implementation of VIDA
is expected to create more uniformity in state and federal regulation of incidental vessel discharges
and thus is expected to result in a simplification of the current patch-work of state ballast water
regulations in the United States. However, the relevant standards and regulations implementing
those standards are expected to take at least until the end of 2024, and it is ultimately unclear
what discharge limits may apply to discharges under VIDA, as well as how certain permissible statespecific standards may be implemented.
•

The U.S. Resource Conservation and Recovery Act (the "RCRA"), or comparable state requirements
regulate the disposal of hazardous waste or hazardous substances at offsite disposal facilities. With
respect to AMSC’s marine operations, the EPA has a longstanding policy that RCRA only applies
after wastes are "purposely removed" from the vessel. The degree of RCRA regulation will depend
on the amount of hazardous waste a generator generates in any given month. Moreover, vessel
owners and operators may be subject to more stringent state hazardous waste requirements in
those states where they land hazardous wastes. If such materials are improperly disposed of by
third parties that AMSC contracts with, AMSC may still be held liable for cleanup costs under
applicable laws.

•

The U.S. federal Clean Air Act (the "CAA") required the EPA to promulgate standards applicable to
emissions of volatile organic compounds and other air contaminants. The CAA also requires states
to submit State Implementation Plans ("SIPs"), which are designed to attain national health-based
air quality standards throughout the United States. The EPA and some states have each proposed
more stringent regulations of air emissions from propulsion and auxiliary engines on oceangoing
vessels. In particular, the California Air Resources Board (“CARB”) has published regulations
requiring oceangoing vessels calling on California ports to reduce air pollution through the use of
low sulfur marine distillate fuels once they sail within 24 miles of the California coastline. The
state of California also requires certain vessels to either shut down their auxiliary engines while in
port in California and use electrical power supplied at the dock or implement alternative means to
significantly reduce emissions from the vessel's electric power generating equipment while it is in
port. In addition, Annex VI of MARPOL, as implemented in the U.S. by APPS, addresses air emissions,
including emissions of sulfur and nitrous oxide (“NOx”), from vessels, requires the use of low sulfur
fuels worldwide in both auxiliary and main propulsion diesel engines on vessels. More stringent
sulfur requirements apply in designated Emission Control Areas (ECAs), including the Baltic Sea
ECA, North Sea ECA, North American ECA, and U.S. Caribbean ECA. The North American ECA
encompasses all waters, with certain limited exceptions, within 200 nautical miles of Hawaii and
the U.S. and Canadian coasts. The U.S. Caribbean ECA includes waters adjacent to the
Commonwealth of Puerto Rico and the U.S. Virgin Islands out to approximately 50 nautical miles
from the coastline. As of 1 January 2015, vessels operating in an ECA must burn fuel with a sulfur
content no greater than 0.1%. Further, marine diesel engines on vessels constructed on or after 1
January 2016 that are operated in the North American or U.S. Caribbean ECAs and vessels
constructed on or after 1 January 2021 that are operated in the Baltic Sea or North Sea ECAs must
meet more stringent NOx standards. In addition, the global fuel sulfur limit of 3.5% was reduced to
0.5% sulfur on 1 January 2020. The EPA and the U.S. Coast Guard are increasing their coordinated
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inspection and enforcement efforts to monitor compliance with the sulfur emissions restrictions.
Failure to comply with these requirements may result in civil penalties. All of the AMSC vessels are
operated in compliance with Annex VI.
•

The U.S. Endangered Species Act, federal conservation regulations and comparable state laws
protect species threatened with possible extinction. Protection of endangered and threatened
species may include restrictions on the speed of vessels in certain ocean waters or changes in route.
For example, in an effort to prevent the collision of vessels with the North Atlantic right whale,
federal regulations restrict the speed of vessels to ten knots or less in certain areas along the
Atlantic Coast of the United States during certain times of the year. The reduced speed and special
routing along the Atlantic Coast results in the use of additional fuel, which affects AMSC's results
of operations.

AMSC's vessels are subject to periodic inspections by the U.S. Coast Guard and periodic inspections and surveys
by others, and enforcement action by the U.S. Coast Guard, U.S. Environmental Protection Agency, U.S.
Customs and Border Protection, among others.
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6.

FINANCIAL INFORMATION CONCERNING THE GROUP’S ASSETS AND LIABILITIES, FINANCIAL
POSITION AND PROFITS AND LOSSES

This Section should be read together with the Issuer’s audited consolidated financial statements for the years
ended 31 December 2019 and 31 December 2018, and the unaudited consolidated financial statements for the
nine months ended 30 September 2020, and the audited consolidated financial statements of the Group for
the years ended 31 December 2019 and 31 December 2018, and the unaudited financial statements for the
three and nine months ended 30 September 2020, all of which are appended to this Registration Documents
as Appendix A.
6.1

Financial Information

6.1.1

Introduction

The Group prepares its annual consolidated financial statements and quarterly reports in accordance with IFRS.
Audited financial information for the years ended 31 December 2018 and 2019, and unaudited financial
information for the three and nine months ended 2020 for the Issuer and for the Group (on a consolidated basis)
are attached to this Registration Document as Appendix A.
The Registration Document does not however include audited historical financial information of ATHC, even
though ATHC is a Guarantor under the Bonds. ATHC is a holding company with no business actives, and its sole
purpose is to own all of the shares in the Issuer. ATHC has retained earnings totaling USD 18 million, relating
to the sale of two vessels from companies that have since been liquidated. The proceeds were subsequently
invested into the ATI group. Other than this, ATHC has no assets nor any debt. Therefore, the Group’s
consolidated financial statements are considered sufficient in order for any investor to do a well-founded
assessment of ATHC’s economic position and prospects.
6.1.2

Non-IFRS Financial Information

This Prospectus contains certain non-IFRS measures and ratios (or Alternative Performance Measures (“APMs”)
that are not required by, or presented in accordance with, IFRS. These measures are not measurements of
financial performance or liquidity under IFRS, are not audited, and should not replace measures of liquidity or
operating profit that are derived in accordance with IFRS. The Company define the relevant APMs as follows:
Normalized EBITDA is calculated as operating revenues (base bareboat revenue) less operating expenses plus
profit sharing plus DPO.
Adjusted Net Profit includes net profit/(loss) after tax, adjusting for nonrecurring items, currency fluctuations,
mark-to-market of derivatives and changes to deferred tax.
The DPO (as further described in Section 8.8 (OSG Deferred Principal Obligation) includes both interest and
instalments. The Group believes that the APMs included herein are useful supplemental indicators that may be
used to assist the management and investors as the Group believes these measures enhance an understanding
of the Group’s operating earnings. The Group also discloses its revenue backlog which includes its bareboat
charter revenue from fixed bareboat contracts, not including options.
Accordingly, this information has been disclosed to permit a more complete and comprehensive analysis of the
Group’s operating performance, consistent with how the Group’s business performance is evaluated by
management.
The Group’s APMs are not measurements of financial performance under IFRS and should not be considered as
alternatives to other indicators of our operating performance, cash flows or any other measures of performance
derived in accordance with IFRS. The Group’s APMs have important limitations as analytical tools, and they
should not be considered in isolation or as substitutes for analysis of the Group’s results of operations as
reported under IFRS.
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Because companies calculate the APMs presented herein differently, the Group’s presentation of these APMs
may not be comparable to similarly titled measures used by other companies.
6.2

Legal and Arbitration Proceedings

The Group is not aware of any governmental, legal or arbitration proceedings during the course of the preceding
twelve months, including any such proceedings which are pending or threatened, of such importance that they
have had in the recent past, or may have, a significant effect on the Group or the Group’s financial position or
profitability.
6.3

Recent Developments

There has been no significant change in the Group’s financial position since the end of the last financial period
for which either audited financial information or interim financial information have been published.
6.4

Trend Information

The current outbreak of 2019 coronavirus (COVID-19) has resulted in a global pandemic and severely impacted
the daily lives of people as well as affected companies and markets globally. At present, Norway, the US and
the rest of the world are facing an adverse financial and economic downturn that may lead to recession. Whilst
AMSC is well protected behind its long term bareboat charters with OSG, a prolonged COVID-19 outbreak in
combination with reduced demand for domestic crude oil and petroleum products may have a negative effect
on AMSC’s cash flows and financial position.
Besides the COVID-19 outbreak, there has not been any material adverse change in the prospects of the Group
since the date of its last published audited financial statements.
There has not been a significant change in the financial performance of the Group since the end of the last
financial period for which financial information has been published to the date of the registration document.
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7.

THE BOARD OF DIRECTORS, EXECUTIVE MANAGEMENT AND SUPERVISORY BODIES

This Section contains information about the Board of Directors of the Issuer and the Guarantors, and the Group
Executive Management and Supervisory Bodies.
7.1

Overview

The board of directors of the Parent is responsible for the overall management of the Group and may exercise
all the powers of AMSC. In accordance with Norwegian law, the board of directors is responsible for, among
other things, supervising the general and day-to-day management of AMSC's business; ensuring proper
organisation, preparing plans and budgets for its activities; ensuring that AMSC's activities, accounts and asset
management are subject to adequate controls and to undertake investigations necessary to ensure compliance
with its duties. The board of directors may delegate such matters as it deems fit to the executive management
of AMSC.
The Group's executive management is responsible for the day-to-day management of the Group's operations in
accordance with instructions set out by the board of directors. Among other responsibilities, the CEO of the
Group is responsible for keeping the Group’s accounts in accordance with existing applicable legislation and
regulations and for managing the Group's assets in a responsible manner. In addition, at least once a quarter
the CEO must brief the board of directors about the Group's activities, financial position and operating results.
7.2

Board of Directors

7.2.1

The Issuer

The Issuer’s Board of Directors consists of the following member as of the date of this Prospectus:
Name
Leigh Jaros

Position
Director

The Issuer’s registered address, 2711 Centerville Road, Suite 400, City of Wilmington 19808, County of New
Castle, USA, serves as c/o address for the member of the Board of Directors in relation to its directorship of
the Issuer.
7.2.2

American Shipping Company ASA

The Parent's Articles of Association provide that the board of directors shall have between 3 and 9 members.
In accordance with Norwegian law, the managing director and at least half of the members of the board of
directors must either be resident in Norway or be citizens of and resident in an EU/EEA country.
The Board of Directors of the Parent consists of the following member as of the date of this Prospectus:
Name
Annette Malm Justad
Peter D. Knudsen
Kristian Røkke

Position
Chair
Member
Member

Served Since
2007, Chair since 2010
2012
2018

Expiry of Term
AGM 2021
AGM 2022
AGM 2022

The Parent’s registered business address, Oksenøyveien 10, 1366 Lysaker, Norway, serves as c/o address for
the members of the Board of Directors in relation to their directorship of the Parent. The composition of the
Parent’s board of directors is currently in compliance with the independence requirements of the Norwegian
Code of Practice for Corporate Governance of 17 October 2018 (the “Corporate Governance Code” or the
“Code”). The Corporate Governance Code provides that a board member is generally considered to be
independent when he or she does not have any personal, material business or other contacts that may influence
the decisions he or she makes as a board member.
Set out below are brief biographies of the directors of the Parent.
Annette Malm Justad
Ms. Justad is a Norwegian citizen and has been a member of American Shipping Company ASA’s Board of
Directors since December 2007, and was elected as chair of the Board in 2010. She has been re-elected for the
period 2019-2021.
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From 2006 through 2010, she held the position of CEO of Eitzen Maritime Services ASA, a Norwegian marine
shipping services Company. Prior to that she has held various positions in large companies such as Yara
International ASA, Norgas Carriers/IM Skaugen ASA, and Norsk Hydro ASA. Presently Ms. Justad is partner at
Recore, chair of REC Silicon, Norske tog AS and Store Norske Spitsbergen Kulkompani AS and board member of
Torm plc, Awilco LNG ASA and PowerCell Sweden AB
Ms. Justad holds a Master degree of Technology Management from MIT (Sloan School)/NTH/NHH in addition to
a MSc in Chemical Engineering from NTH.
Peter D. Knudsen
Peter D. Knudsen is a Norwegian citizen and has been a Board Member of American Shipping Company ASA since
2012 and has been re-elected for the period 2020-2022. Mr. Knudsen is also the Managing Partner of NorthCape
AS, a financial advisory firm.
Mr. Knudsen was previously the CEO of Oslo listed Camillo Eitzen & Co. ASA from November 2008 to February
2012. Prior to Camillo Eitzen & Co. ASA, Mr. Knudsen was employed by Nordea Bank (Shipping Offshore and Oil
Services) for 15 years, and his last position was as a General Manager of Nordea Bank in Singapore. Mr. Knudsen
has also been employed by GIEK, Den norske Creditbank, Jøtun Fonds and Stemoco Shipping. He is presently a
board member with Oslo listed Pareto Bank ASA and Uglands Rederi AS.
Mr. Knudsen holds an MBA from Arizona State University (W.P. Carey School of Business).
Kristian Røkke
Kristian Røkke is a Norwegian and American citizen who was elected to the Board of Directors at AMSC’s annual
general meeting in 2018, and has now been re-elected for the period 2020-2022.
Mr. Røkke is currently CEO of Aker Horizons, a holding company with a portfolio of companies in the renewable
energy and green technologies space. He has extensive experience from offshore oil services, shipbuilding
industry, M&A and other transactions. Prior to Aker Horizons, Mr. Røkke was CIO of Aker ASA. Mr. Røkke is also
a board member of TRG Holding AS, Aker Capital AS, Aker Solution ASA, Philly Shipyard ASA, and Akastor ASA.
He holds an MBA from The Wharton School, University of Pennsylvania.
7.2.3

American Tanker Holding Company, Inc.

The Board of Directors of ATHC consists of the following member as of the date of this Prospectus:
Name
Leigh Jaros

Position
Director

ATHC’s registered address, 2711 Centerville Road, Suite 400, City of Wilmington 19808, County of New
Castle, USA, serves as c/o address for the member of the Board of Directors in relation to its directorship of
ATHC.
7.3

Management

The Group’s executive management currently consists of three individuals. The Group’s registered business
address, Oksenøyveien 10, 1366 Lysaker, Norway, serves as c/o address for the executive management.
The members of the executive management and their holdings of shares in the Parent as of the date of this
Prospectus are set out in the table below.
Name

Position

Employed From

Holdings

Pål Lothe Magnussen

President
Officer

June 2014

Owns 85,000 shares
in AMSC

Morten Bakke

Chief Financial Officer

April 2016

Owns 80,000 shares
in AMSC

Leigh Jaros

Controller

July 2008

Owns 2,000 shares in
AMSC

and

Chief

Executive
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Set out below are brief biographies of the members of executive management, being the only employees of
the Parent as of the date of this Prospectus, along with disclosures about the companies and partnerships of
which each member of the executive management has been member of the administrative, management and
supervisory bodies in the previous five years (if any), not including directorships and executive management
positions in the Group or its subsidiaries.
Pål Lothe Magnussen, President/CEO
Pål L. Magnussen was appointed President and CEO of the Parent effective 1 January 2015. He previously served
as the Parent’s CFO from 1 June 2014. A Norwegian national, Mr. Magnussen comes from the position as Director
of the Investment Banking Division in DNB Markets where he has worked since 2007 focusing on the shipping
and offshore sectors. Prior to that he worked for five years as Vice President of Corporate Banking in DNB
Bank’s shipping and offshore division. He has significant experience from international shipping finance and has
been based in New York, Singapore and Oslo. Mr. Magnussen holds an MBA from Columbia University, New York,
and a Master of Science from the Norwegian School of Management, Oslo. He holds 85,000 shares in the Parent.
Morten Bakke, CFO
Morten Bakke was appointed Chief Financial Officer from April 2016. He has multiple years of corporate finance,
shipping and offshore experience of which 10 years with DVB Corporate Finance in London and Oslo and
previously with Chartered Accountants Moore Stephens and Credit Suisse, both in London. Mr. Bakke holds an
MSC in Shipping, Trade and Finance from Cass Business School and BA in Business Studies from University of
Greenwich. Mr. Bakke is a Norwegian national and holds 80,000 shares in the Parent.
Leigh Jaros, Controller
Leigh Jaros joined AMSC as Controller in July 2008. Ms. Jaros has over 10 years of progressively responsible
corporate financial experience including financial reporting, analysis and budgeting. Ms. Jaros was employed
by Philly Shipyard as its Accounting Supervisor prior to joining AMSC. Ms. Jaros holds a Bachelor of Science in
Finance and Economics from West Chester University. Ms. Jaros is a U.S. citizen and holds 2,000 shares of stock
in the Parent.
7.4

Committees of AMSC

Audit Committee
The Parent has an audit committee which is comprised of the Board of Directors of the Parent, being the
following persons: Annette Malm Justad, Peter Ditlef Knudsen and Kristian Røkke. The audit committee shall
act as preparatory body in connection with the supervisory role of the board with respect to financial control,
review and external audit of the Parent’s financial statements. The audit committee is also responsible for
proposing to the board of directors, who then proposes to the general meeting and the election of the Parent’s
independent auditor.
Remuneration Committee
Due to the small size of the Board of Directors of the Parent and since no members of the executive personnel
are also members of the Board of Directors, the Parent has not deemed it necessary to appoint a remuneration
committee.
Nomination Committee
The Parent’s articles of association provide for a nomination committee composed of a minimum of two
members who are elected by the general meeting. The nomination committee is responsible for preparing a
motion for the annual general meeting related to the election of the members of the board of directors and
the chairperson of the board of directors, election of the members of the nomination committee and the
chairperson of the committee, the remuneration of the directors and the members of the nomination
committee and any amendments of the nomination committee’s mandate and charter. The nomination
committee of the Parent is comprised of the following members: Ove A. Taklo (Chair) and Ingebret G. Hisdal.
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7.5

Disclosure of Conflicts of Interests

To the Group's knowledge, there are currently no actual or potential conflicts of interest between neither the
Issuer nor the Guarantors and members of any of the board of directors or executive management, including
any family relationships between such persons as of the date of this Prospectus.
7.6

Corporate Governance

The Group’s corporate governance principles are based on, and comply with, the Norwegian Code of Practice,
with the following exceptions:
(a)

The shares in the Parent are subject to certain ownership and voting restrictions on “Shipping
Operators” due to the fact that the Group operates under an exception from the U.S ownership
requirement in the Jones Act. A “Shipping Operator” is defined in the Parent’s articles of association
as a person or entity that operates any vessel for hire or directly or indirectly controls, is controlled
by, or is under common control with any company or person who operates any vessel for hire.

(b)

Pursuant to the Parent’s articles of association, the Chairman of the Board or an individual appointed
by the Chairman of the Board will chair shareholder’s meetings. Having the Chairman of the Board or
a person appointed by her chairing the general meetings simplifies the preparations for the general
meetings significantly. Board members and the chairman of the nomination committee are required
to attend general meetings. The auditor shall attend shareholders’ meetings when items to be
considered are of such a nature that the auditor’s attendance is regarded as essential.

(c)

The shareholders are invited to vote on the composition of the Board of Directors proposed by the
nomination committee as a group, and not on each board member separately, as it is important to the
Group that the Board of Directors of the Parent works in the best possible manner as a team and that
the background and competence of the board members complement each other.

(d)

Due to the small size of the Parent’s Board of Directors, the entire Board of Directors acts as the audit
committee. The majority of the members of the audit committee are independent of the Group’s
operations.
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8.

INFORMATION ABOUT THE ISSUER AND THE GUARANTORS

The following is a summary of certain corporate information and other information relating to the Issuer and
the Guarantors.
8.1

Incorporation; Registration Number; Registered Office and Other Company Information

The Issuer
The Issuer is a corporation duly incorporated under the laws of the State of Delaware in accordance with the
Delaware General Corporation Law (Title 8, Chapter 1 of the Delaware Code) on 30 March 2005 with Delaware
File Number 3899715 and LEI-code 549300NF6T0U83EHY418. The legal and commercial name of the Issuer is
American Tanker, Inc. The Issuer’s registered office is 2711 Centerville Road, Suite 400, City of Wilmington
19808, County of New Castle, USA and its head office at 415 McFarlan Road, Suite 205, Kennett Square, PA
19348, USA.
The Guarantors
The Parent (American Shipping Company ASA)
The Parent is a Norwegian public limited liability company (Nw. allmennaksjeselskap (ASA)), incorporated on
30 May 2005 with registration number 988 228 397 and LEI-code 5967007LIEEXZXHXNC41. The legal and
commercial name of the Parent is American Shipping Company ASA. The Parent’s registered and head office is
Oksenøyveien 10, 1366 Lysaker, Norway, its telephone number is +47 24 13 00 00 and its website is
https://www.americanshippingco.com/. Information contained on the AMSC’s website does not form part of
the Prospectus. American Shipping Company ASA is the parent company of a group which includes the Issuer
(see below for an overview of the organisational structure).
American Tanker Holding Company, Inc.
American Tanker Holding Company, Inc. (“ATHC”) is a corporation duly incorporated under the laws of the
State of Delaware in accordance with the Delaware General Corporation Law (Title 8, Chapter 1 of the Delaware
Code) on 19 December 2008 with Delaware File Number 4636250 and LEI-code 549300HRVGWVDLNJWW25. The
legal and commercial name of ATHC is American Tanker Holding Company, Inc. ATHC’s registered office is 2711
Centerville Road, Suite 400, City of Wilmington 19808, County of New Castle, USA and its head office at 415
McFarlan Road, Suite 205, Kennett Square, PA 19348, USA.
8.2

Organisational Structure

The Issuer and the Guarantors are holding companies, and the operations of the Group are carried out through

the U.S. operating subsidiaries of AMSC located in Kennett Square, Pennsylvania, USA. Through its subsidiaries,
AMSC owns and bareboat charters-out nine product tankers and one shuttle tanker that transport refined
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petroleum products and crude oil in the U.S. domestic trade, which is commonly referred to as the Jones Act
Trade.
The chart above shows the current legal structure of the Group, and the Issuer’s position within the Group:
American Shipping Company ASA is the parent of the Group, and each of the Issuer and the Guarantors are
holding companies and as such dependent upon other entities within the Group to carry out its principal
activity.
Fig. 7.2: Subsidiaries
The table below shows the ownership and voting interests, as well as country of incorporation of the entities
comprised by the Group as of the date of this Prospectus:
Company name

Country of
incorporation
and principal
place of
business
Pennsylvania,
USA

Ownership/voting
interest %

Description of the company’s role in the
Group

100%

American Tanker, Inc.

Pennsylvania,
USA

100%

American Shipping
Corporation

Pennsylvania,
USA

100%

ASC Leasing I, Inc.

Pennsylvania,
USA

100%

ASC Leasing II, Inc.

Pennsylvania,
USA

100%

ASC Leasing III, Inc.

Pennsylvania,
USA

100%

American Tanker Holding Company, Inc.
is a Delaware corporation. The company
is a holding company owning all of the
shares in American Tanker, Inc. and has
no business activities.
American Tanker, Inc. is a Delaware
corporation. The company is a subholding company owning all the shares in
American Shipping Corporation and has no
business activities, other than holding the
Profit Sharing Agreement.
American Shipping Corporation is a
Delaware corporation. The company owns
and manages its equity interest in each of
ASC Leasing I, Inc., ASC Leasing II, Inc.,
ASC Leasing III, Inc., ASC Leasing IV, Inc.,
ASC Leasing V, Inc., ASC Leasing VI, Inc.,
ASC Leasing VII, Inc., ASC Leasing VIII,
Inc., ASC Leasing IX, Inc. and ASC
Leasing, X, Inc.
ASC Leasing I, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Houston.
ASC Leasing II, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Long Beach.
ASC Leasing III, Inc., a Delaware
corporation, with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Los Angeles.

American Tanker
Holding Company, Inc.
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ASC Leasing IV, Inc.

Pennsylvania,
USA

100%

ASC Leasing V, Inc.

Pennsylvania,
USA

100%

ASC Leasing VI, Inc.

Pennsylvania,
USA

100%

ASC Leasing VII, Inc.

Pennsylvania,
USA

100%

ASC Leasing VIII, Inc.

Pennsylvania,
USA

100%

ASC Leasing IX, Inc.

Pennsylvania,
USA

100%

ASC Leasing X, Inc.

Pennsylvania,
USA

100%

8.3

ASC Leasing IV, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
New York.
ASC Leasing V, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Texas City.
ASC Leasing VI, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Boston.
ASC Leasing VII, Inc.; a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Nikiski.
ASC Leasing VIII, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Martinez.
ASC Leasing IX, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Anacortes.
ASC Leasing X, Inc., a Delaware
corporation with business address 415
McFarlan Rd. Suite 205, Kennett Square,
PA 19348, USA, is the owner of Overseas
Tampa.

Share Capital and Share Classes

Below is a table showing each company’s share capital, as of the date of this Registration Document:
Company
The Issuer
The Parent
American Tanker Holding
Company, Inc.’s

Share capital
USD 10
NOK 606,165,050
USD 10

Number of shares issued
1,000 shares
60,616,505 shares
1,000 shares

Par value
USD 0.01 per share
NOK 10 per share
USD 0.01 per share

Neither the Issuer’s nor American Tanker Holding Company, Inc.’s shares are registered in any securities
register. The Parent’s shares are registered with the Norwegian Central Securities Depository (Nw.
Verdipapirsentralen). The Issuer and the Guarantors have a single share class and all shares carry the same
rights. At the Issuer’s and Guarantors’ general meetings, each share carries one vote.
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8.4

Major Shareholders

The Issuer is a 100% indirectly owned subsidiary of American Shipping Company ASA. American Tanker Holding
Company, Inc. is a 100% owned subsidiary of American Shipping Company ASA.
The table below shows, insofar as known to the Group, the largest shareholders of the Parent which as of 14
January 2021 had directly or indirectly through affiliated funds, interest in 5% or more of the issued share
capital of the Parent (which constitutes a notifiable holding under the Norwegian Securities Trading Act):

Aker Capital AS
DNB Markets Aksjehandel/-analyse, c/o DNB Bank ASA
Skandinaviska Enskilda Banken AB
Goldman, Sachs & Co. LLC

Type of
Account
Regular
Regular
Regular
Nominee

Number of Shares
11,557,022
9,469,975
9,169,810
5,616,620

%
19.07%
15.62%
15.13%
9.27%

The Parent’s major shareholders mentioned above do not have different voting rights. None of the above
mentioned shareholders are by The Parent deemed to have control over the Parent, directly or indirectly, on
the basis that shareholdings are not exceeding 1/3 of the votes in the Parent, which is the threshold for
generally having negative control over a company under Norwegian law.
The Group has not implemented any specific measurements in order to prevent the abuse of any control. The
Group is neither aware of any arrangements that may result in, prevent or restrict a change of control of the
Parent.
8.5

Articles of Association / Certificate of Incorporation

Objective of the Issuer
Pursuant to Article THIRD of the Issuer’s Certificate of Incorporation, as amended, which has been filed with
the Secretary of State of the State of Delaware under File Number 3899715, the Issuer’s objective is to
engage in any lawful act or activity for which corporations may be organized under the General Corporation
Law of the State of Delaware.
Objective of the Parent
Pursuant to Section 3 of the Parent’s Articles of Association which is registered with the Norwegian Register
of Business Enterprises, the Parent’s objective is to own and carry out industrial business and other activities
related hereto, including shipbuilding and ownership of vessels, capital management and other functions for
the group, as well as participation in or acquisition of other companies.
Objective of American Tanker Holding Company, Inc.
Pursuant to Article THIRD of American Tanker Holding Company, Inc.’s Certificate of Incorporation, which has
been filed with the Secretary of State of the State of Delaware under File Number 4636250, American Tanker
Holding Company, Inc.’s objective is to engage in any lawful act or activity for which corporations may be
organized under the General Corporation Law of the State of Delaware.
8.6

Operational Contracts

OSG Charters
Five of the tankers in the fleet are bareboat chartered out to subsidiaries of OSG on long-term bareboat charters
until December 2022, and four of the tankers in the fleet are bareboat chartered out to subsidiaries of OSG on
long-term bareboat charters until December 2023, after which OSG has unlimited options to extend the charter
period by one or more sequential optional periods of one, three or five years each, provided that the right to
elect an optional period of one year may be exercised only once. The shuttle tanker Overseas Tampa is bareboat
chartered out until June 2025, after which OSG has two five-year renewal options followed by five one-year
renewal options.
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The table below shows the owners and bareboat charterers of each vessel:
Owner
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing
ASC Leasing

I, Inc
II, Inc
III, Inc
IV, Inc
V, Inc
VI, Inc
VII, Inc
VIII, Inc
IX, Inc
X, Inc

Vessel name
Overseas Houston
Overseas Long Beach
Overseas Los Angeles
Overseas New York
Overseas Texas City
Overseas Boston
Overseas Nikiski
Overseas Martinez
Overseas Anacortes
Overseas Tampa

Bareboat Charterer
Overseas Houston LLC
Overseas Long Beach LLC
Overseas Los Angeles LLC
Overseas New York LLC
Overseas Texas City LLC
Overseas Boston LLC
Overseas Nikiski LLC
Overseas Martinez LLC
Overseas Anacortes LLC
Overseas Tampa LLC

The vessels are chartered out to the subsidiaries of OSG. The charters have the following terms:
•

The OSG bareboat charters are contracts for leasing of the vessels from the individual leasing companies
which are wholly-owned indirect subsidiaries of AMSC to the charterers which are wholly-owned indirect
subsidiaries of OSG. The OSG charters are bareboat charter contracts (not time charters) meaning that the
charterer (i.e. the subsidiaries of OSG) are responsible for providing the personnel/crew and management
to operate the vessels, and have the commercial and navigational control of the vessels. OSG charterers
are responsible for maintaining and taking out insurance for the vessels. Risks involved in the operation of
the vessels, for example the risks of a vessel becoming unable to operate due to a breakdown, are OSG’s
risk.

•

The OSG charters are based on the standard BIMCO “BARECON 2001” suitably amended, with additional
rider clauses. The OSG charters are comparable with financing arrangements, and contain terms which
commonly are referred to as "hell and high water" terms, meaning inter alia that the charterer's (i.e. the
subsidiaries of OSG) obligation to pay hire (i.e., the lease payments) is absolute irrespective of any
contingency whatsoever, including the unavailability of the vessel for any reason, any set-off available to
the charterer, or any other cause which might have the effect of terminating the charter (an exemption,
or modification, to the above apply in respect of a total loss of the vessel, in which case the obligation of
the OSG charterer to pay hire will cease upon occurrence of the total loss).

•

In addition, OSG charters provide that the OSG charterer shall indemnify the owner against any loss, damage
or expense arising out of or in relation to the operation of the vessel by the charterer.

The bareboat charter contracts for Overseas Martinez and Overseas Tampa are guaranteed by OSG, and the
bareboat charter contracts for Overseas Houston, Overseas Long Beach, Overseas Los Angeles, Overseas New
York, Overseas Texas City, Overseas Boston, Overseas Nikiski and Overseas Anacortes are guaranteed by OSG
America LP and OSG America Operating Company LLC.
The annual bareboat hire to AMSC under the bareboat charter contracts is approximately USD 88 million. As of
30 September 2020, AMSC's fixed bareboat charter hire backlog (i.e. excluding any profit share) amounted to
approximately USD 256 million. Any profit sharing contribution will come in addition to the fixed bareboat
charter revenues, pursuant to the terms and conditions of the Profit Sharing Agreement with OSG, as further
described in the section below (OSG Profit Sharing Agreement and OSG Credit).
OSG time charters out the AMSC vessels to major oil companies, refineries and oil traders, and these time
charterers have various options to extend the time charters with OSG.
OSG Profit Sharing Agreement and the OSG Credit
Under the Profit Sharing Agreement with OSG, the Issuer will share the profits (above a certain threshold) from
OSG's operations of AMSC's ten tankers on a 50/50 basis.
The amount of profit share is determined on an aggregated fleet basis. The calculation of profit share
accordingly starts with total vessel revenue, from which is subtracted certain defined cost elements, as set out
below:
Element
Time Charter hire
- BBC hire
- OPEX

Explanation
Fleet revenue
Bareboat rate paid by OSG to AMSC
Crew, maintenance and repairs, insurance, fees and vetting, lubes
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- OSG profit layer
- Management fee
- Auditor expenses
- Amortization of conversion costs1
- Any Combined Loss Carry forward
= Profit share before drydock
reserve
provision,
drydock
reserve true-up

Fixed daily rate of USD 4,000/day (per vessel)
Fixed daily rate per vessel which escalates annually
Actual OSG auditor expenses relating to the vessels
Amortized over ten years
Recovery of any net loss from the immediately preceding year
Income subject to profit share before covering drydocking costs

The profit to share is then reduced by a drydock reserve provision, adjusted for a drydock reserve true-up once
a drydock has been completed. The drydock reserve provision includes the estimated costs for each
Intermediary Repair Period (IRP), which occurs every 3 years and each special survey occurring every 5 years.
In years of weak markets there may be shortfalls in net time charter revenues applied to cover provisions for
future drydocks. Such shortfalls need to be recovered by net time charter revenues in subsequent years with
stronger markets. Similarly, if drydock provisions deducted in the profit share calculation are too high, these
are adjusted through a true-up mechanism once special surveys for individual vessels are completed. The
concept of true-ups ensure that any shortfall or excess in drydock provisions are adjusted to reflect the actual
cost of drydocks over the five-year special survey cycles.
In connection with a restructuring of the AMSC / OSG transaction that occurred in 2009, the parties agreed that
OSG would be given a credit in the amount of USD 18,167,921 (the “OSG Credit”). This OSG Credit was to be
paid by the Company to OSG only out of the Company’s share of any profit to be shared from operation of the
vessels (determined in the manner described below), meaning that the first USD 18,167,921 (plus accrued
interest as described below) of profit to be shared that would otherwise be paid to the Company would be
retained by OSG and used to offset or reduce the OSG Credit. The OSG Credit is payable to OSG only to the
extent of Profit Share payable by OSG to the Company. When the OSG Credit has been reduced to zero, profit
share will be paid to the Company in cash. As long as the OSG Credit remains outstanding, the outstanding
portion accrues interest at the rate of approximately 2.3 percent per quarter. As of 31 December 2019, the
outstanding OSG Credit was approximately USD 6.5 million. The Company anticipates that the OSG Credit will
be reduced to zero at some point in the future, at which point the Company’s share of any profit to be shared
will be distributed in cash to the Company under the Profit Sharing Agreement. The calculation of profit sharing
for the full year ended 31 December 2019 is shown with aggregated, rounded figures in USD millions below:

1

During 2014, the Overseas Tampa was converted to a shuttle tanker for a time charter to Shell, beginning in 2015. During the conversion
period, the vessel did not earn time charter hire. As part of the conversion agreement, the conversion costs which were paid by OSG are
amortized through an adjustment to profit sharing over ten years.
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The cumulative balance as of 31 December 2019 for the OSG Credit is shown, with aggregated, rounded figures
in USD millions, in the table below:

Strengths and Strategies
The Group believes that the future prospects for success are enhanced by the following aspects of its business:
•

Stable cash flows from long-term bareboat charters, and with upside potential through profit sharing.
AMSC benefits from the stable cash flows associated with its long-term bareboat charters with OSG, which
gave a fixed payment to AMSC in 2019 of approximately USD 88 million providing a cash flow that satisfied
debt service on both the senior secured and unsecured debt. For illustration purposes, see simplified
illustration of AMSC’s estimated annual cash-flow (excluding profit share) below:

Simplified illustration of AMSC’s annual cash flows excluding profit share (USDm)

4
88

3

40

15
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Fixed BBC Revenue

Deferred Charter Hire
(DPO)

SG&A

Bank Debt Service

Bond Coupon

Free Cash Flow

•

Modern, high quality fleet. AMSC has one of the youngest Jones Act tanker fleets, with an average age of
approximately 11 years, which the Issuer believes gives AMSC a competitive advantage and will allow it to
capture new charter opportunities in the event that extension options on existing charters are not declared.
The relatively young age of AMSC's vessels also allows OSG (or any future charterer of the vessels) to obtain
attractive time charter rates which AMSC would benefit from through profit sharing. In addition, newer
vessels are more fuel-efficient, cost-effective and environmentally sound than older vessels, while
requiring less annual capital expenditures to maintain. As a result, the Issuer believes AMSC's vessels will
be more attractive to customers with increasingly stringent vetting and inspection standards.

•

Ability to generate cash even in the event of adverse market scenarios. AMSC's objective is to generate
stable cash flows that will enable the Parent to pay quarterly cash dividends to its shareholders, by being
the preferred vessel leasing company in the Jones Act market and by pursuing strategic and accretive
acquisitions of vessels on long-term charters.

•

Blue chip end users. Global, market leading blue chip end users provide low default risk. OSG charters out
the AMSC tankers to the likes of Shell, BP, Exxon and Conoco Phillips, four of which have investment grade
credit ratings according to Standard & Poor’s, as well as refineries and oil traders.
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8.7

Use of Charter Hire from OSG

Bareboat charter hire
The bareboat charter hire received by the Group from OSG is used to service the Group's debt under the bank
facilities mentioned in Section 3.3 and Section 3.7 above, and any surplus amounts of bareboat charter hire
over scheduled debt service is used to pay interest on the Bond, overhead expenses and dividends.
Profit sharing element
As explained in Section 8.6 above (Operational Contracts) under the description of the OSG Profit Sharing
Agreement, profit share (if any) from operation of the vessels is first reduced by a "drydock provision", and
adjusted for a drydock reserve true-up once a drydock has been completed. The drydock reserve provision
includes the estimated costs for each periodic regulatory inspection or "survey" of each vessel, including the
special surveys that occur every five years and the intermediate surveys that occur between special surveys.
When these drydock costs are covered, AMSC's portion of the remaining profit share will first be applied to the
outstanding OSG Credit (if any). Once the OSG Credit is reduced to zero, the remaining portion of AMSC’s profit
share will be paid to the Issuer in cash. As of the date of this Prospectus, the profits from OSG's operations of
AMSC’s ten tankers that are attributable to AMSC under the Profit Sharing Agreement are used to reduce the
OSG Credit. For more information about the Profit Sharing Agreement, see Section 8.6 above (Operational
Contracts) under the description of the OSG Profit Sharing Agreement.
Under the CIT Facility, a profit share account has been established by the Issuer for the vessel securing the CIT
loan (the Overseas Tampa). The terms of the CIT Facility require that 10% of any profit share cash payment
received from OSG shall be deposited into a profit share account (i.e., a total of 10% of any profit share cash
payment). The profit share account is pledged in favour of CIT Bank, N.A to secure the CIT loans. The Issuer
may, from time to time, withdraw funds from the profit share accounts provided there is no event of default
under the CIT Facility agreement. If the Issuer wishes to withdraw funds, it must submit a request to withdraw
funds from the profit sharing account. Upon receipt of the request, and provided there is no amount then due
and owing with respect to the CIT loan and there is no continuing default, CIT will transfer the requested funds
from the profit sharing account to the Issuer.
8.8

OSG Deferred Principal Obligation

As of 30 September 2020, OSG America L.P. (“OSP”), owed ASC Leasing I, Inc. through V (the relevant vessel
owning companies) USD 23.8 million of long-term receivables relating to certain agreements originally entered
into between ATI and OSG in June 2005 (as amended in December 2009 when they were assigned by OSG to
OSP, and by ATI to the relevant vessel owning company (i.e., ASC Leasing I, Inc. II, III, IV or V)). AMSC refers to
these long-term receivables as the "deferred principal obligation" (or the "DPO"). The agreements were
structured to reduce OSG's cash cost during the start-up period for the Overseas Houston, the Overseas Long
Beach, the Overseas Los Angeles, the Overseas New York and the Overseas Texas City, with the difference
between the contracted bareboat charter rate and the cash rate set up as a loan from AMSC to OSG. As part of
the DPO arrangement, OSG paid a reduced cash rate being on the first five vessels during the initial seven year
fixed bareboat charter period, accruing a deferred principal obligation of up to USD 7 million per vessel. After
the initial seven years, the DPO is repayable over 18 years including interest at 6.04%. If the bareboat charter
for one or more of the mentioned vessels is terminated earlier, the DPO relating to the respective vessel(s)
would become due immediately.
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9.

ADDITIONAL INFORMATION

9.1

Independent Auditors

The Group’s independent auditor is KPMG AS, which has its registered address at Sørkedalsveien 6, 0369 Oslo,
Norway. KPMG’s partners are members of The Norwegian Institute of Public Accountants (Den norske
Revisorforening). The Parent’s annual accounts and the consolidated financial statements of the Group as of
and for the years ended 31 December 2019 and 2018 and the Issuer’s consolidated financial statements as of
and for the years ended 31 December 2019 and 2018 included in this Prospectus, have been audited by KPMG
AS, independent auditors, as stated in their reports incorporated by reference herein. The audit report on the
Issuer’s consolidated financial statements includes an emphasis of matter paragraph that refers to the basis of
presentation and states that the financial statements were prepared for the purpose of listing a bond loan on
the Oslo Stock Exchange and that the report is not modified in respect of this matter.
9.2

Legal Advisors

Advokatfirmaet BAHR AS is acting as legal adviser to the Issuer in connection with the Listing.
9.3

Sources of Industry and Market Data

To the extent not otherwise indicated, the information contained in this Registration Document on the market
environment, market developments, growth rates, market trends, market positions, industry trends,
competition in the industry in which AMSC operates and similar information are estimates based on data
compiled by professional organisations, consultants and analysts; in addition to market data from other external
and publicly available sources.
While AMSC has compiled, extracted and reproduced such market and other industry data from external
sources, AMSC has not independently verified the correctness of such data. Thus, AMSC takes no responsibility
for the correctness of such data. AMSC cautions prospective investors not to place undue reliance on such data.
AMSC confirms that where information has been sourced from a third party, such information has been
accurately reproduced and that as far as the Company is aware and is able to ascertain from information
published by that third party, no facts have been omitted that would render the reproduced information
inaccurate or misleading. Where information sourced from third parties has been presented, the source of such
information has been identified.
In addition, although AMSC believes its internal estimates to be reasonable, such estimates have not been
verified by any independent sources and the Company cannot assure prospective investors as to their accuracy
or that a third party using different methods to assemble, analyse or compute market data would obtain the
same results. AMSC does not intend to or assume any obligations to update industry or market data set forth in
this Registration Document. Finally, behaviour, preferences and trends in the marketplace tend to change. As
a result, prospective investors should be aware that data in this Registration Document and estimates based on
those data may not be reliable indicators of future results.
9.4

Other information

In this Registration Document, all references to “U.S. dollar”, “US$”, “USD”, or “$” are to the lawful currency
of the United States of America. Certain figures included in this Registration Document have been subject to
rounding adjustments. As a result of the rounding, the totals of data presented in this Prospectus may vary
slightly from the actual arithmetic totals of such data. Percentages in tables have been rounded and accordingly
may not add up to 100 per cent.
In this Registration Document all references to “EU” are to the European Union and its Member States as of the
date of this Prospectus; all references to “EEA” are to the European Economic Area and its member states as
of the date of this Prospectus; and all references to “US”, “U.S.” or “United States” are to the United States
of America.
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9.5

Cautionary Note Regarding Forward-Looking Statements

This Registration Document may include forward-looking statements that reflect the Group’s current views
with respect to future events and financial and operational performance; including, but not limited to,
statements relating to the risks specific to the Group’s business, future earnings, the ability to distribute
dividends, the solution to contractual disagreements with counterparties, the implementation of strategic
initiatives as well as other statements relating to the Group’s future business development and economic
performance. These Forward-looking Statements can be identified by the use of forward-looking terminology;
including the terms “assumes”, “projects”, “forecasts”, “estimates”, “expects”, “anticipates”, “believes”,
“plans”, “intends”, “may”, “might”, “will”, “would”, “can”, “could”, “should” or, in each case, their negative
or other variations or comparable terminology. These Forward-looking Statements are not historical facts, and
the Group cannot guarantee that the intentions, beliefs or current expectations that these forward-looking
statements are based will occur.
By their nature, forward-looking statements involve and are subject to known and unknown risks, uncertainties
and assumptions as they relate to events and depend on circumstances that may or may not occur in the future.
Because of these known and unknown risks, uncertainties and assumptions, the outcome may differ materially
from those set out in the forward-looking statements. Should one or more of these risks and uncertainties
materialize, or should any underlying assumption prove to be incorrect, the Group’s business, actual financial
condition, cash flows or results of operations could differ materially from that described herein as anticipated,
believed, estimated or expected.
The forward-looking statements speak only as at the date of this Registration Document. Except as required
according to the Norwegian Securities Trading Act, the Group undertakes no obligation to publicly update or
publicly revise any forward-looking statement, whether as a result of new information, future events or
otherwise. All subsequent written and oral forward-looking statements attributable to the Group or to persons
acting on the behalf of the Group are expressly qualified in their entirety by the cautionary statements referred
to above and contained elsewhere in this Registration Document.
9.6

The approval of this Prospectus by the Norwegian Financial Supervisory Authority

This Registration Document has been approved by the Norwegian FSA, as the competent authority under
Regulation (EU) 2017/1129. The Norwegian FSA only approves this Registration Document as meeting the
standards of completeness, comprehensibility and consistency imposed by Regulation (EU) 2017/1129, and such
approval should not be considered as an endorsement of the issuer or the quality of the securities that are the
subject of this Registration Document. Investors should make their own assessment as to the suitability of
investing in the securities.
The Norwegian FSA as competent authority under the EU Prospectus Regulation has reviewed the Registration
Document. The Norwegian FSA approved the Registration Document on 15 January 2021, but has not verified
or approved the accuracy or completeness of the information included in the Prospectus. The approval given
by the Norwegian FSA only relates to the information included in the Prospectus in accordance with pre-defined
disclosure requirements imposed by the EU Prospectus Regulation. The Norwegian FSA has not made any form
of verification or approval relating to corporate matters described in or referred to in the Registration
Document. On no account must the publication or the disclosure of this Registration Document give the
impression that the information herein is complete or correct on a given date after the date of this Registration
Document, or that the business activities of the Issuer or its subsidiaries may not have been changed.
9.7

Documents on Display

For twelve months from the date of this Registration Document, copies of the following documents will be
available for inspection at the Group’s website (https://www.americanshippingco.com/):
•
•

The Articles of Association and Memorandum of Incorporation of the Issuer and the Guarantors.
All reports, letters, and other documents, historical financial information, valuations and statements
prepared by any expert at AMSC’s request any part of which is included or referred to in the Registration
Document.
44

•

•

Historical financial information of the Group, as of and for each of the years ended 31 December 2019
and 31 December 2018, as well as the interim report for the three and nine months ended 30 September
2020.
This Prospectus.
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10.

DEFINITIONS

Capitalised terms used throughout this Registration Document shall have the meaning ascribed to such terms
as set out below, unless the context require otherwise.
AMSC
Bonds ......................................
Bond Agreement .........................

Bond Issue .................................
Bondholder ................................
Company ..................................
EU Prospectus Regulation ..............

Financial Statements ....................
Group ......................................
Group’s Financial Statements .........
Guarantors
IFRS.........................................
Issue ........................................
Issuer .......................................
Listing ......................................
Managers ..................................
Norwegian Code of Practice ...........
Norwegian FSA ...........................
Norwegian Securities Trading Act ....
NUES .......................................
Oslo Stock Exchange ....................
Parent
Prospectus ................................
Registration Document .................
Securities Note ...........................
Summary ..................................
VPS ........................................

The Parent together with its consolidated subsidiaries
The debt instruments issued by the Issuer pursuant to the Bond
Agreement.
The agreement entered into on 30 June 2020 between American
Tanker, Inc. as Issuer, American Shipping Company ASA and
American Tanker Holding Company, Inc. as Guarantors and Nordic
Trustee AS as bond trustee on behalf of the Bondholders regarding
the Bond Issue.
The bond issue constituted by the Bonds.
A person who is registered in the CSD as directly registered owner
or nominee holder of a Bond, from time to time.
The Issuer.
Regulation (EU) 2017/1129 of the European Parliament and of the
Council of 14 June 2017 on the prospectus to be published when
securities are offered to the public or admitted to trading on a
regulated market, and repealing Directive 2014/71/EC, as amended
and as implemented in Norway in accordance with Section 7-1 of
the Norwegian Securities Trading Act.
The Issuer’s Financial Statements.
The Parent together with its consolidated subsidiaries.
The Group’s audited consolidated financial statements as of and for
the years ended 31 December 2019 and 31 December 2018.
American Shipping Company ASA and American Tanker Holding
Company, Inc.
International Financial Reporting Standards as adopted by the EU.
The Bond Issue.
American Tanker, Inc. (with registration number 3899715)
The listing of the Bonds on Oslo Stock Exchange.
Arctic Securities AS, Clarksons Platou Securities AS, Pareto
Securities AS and Skandinaviska Enskilda Banken AB (publ), Oslo.
The Norwegian Corporate Governance Code of 17 October 2018.
The Norwegian Financial Supervisory Authority (Nw. Finanstilsynet).
The Norwegian Securities Trading Act of 29 2007 no. 75, as
amended.
The Norwegian Corporate Governance Board (Nw. Norsk Utvalg for
Eierstyring og Selskapsledelse).
Oslo Børs (a stock exchange operated by Oslo Børs ASA).
American Shipping Company ASA (with registration number
988 228 397).
This Registration Document together with the Securities Note and
the Summary.
This Registration Document dated 15 January 2021.
Document describing the terms of the Bond Issue dated 15 January
2021.
Document setting out the key contents of the Registration
Document and the Securities Note.
The Norwegian Central Securities Depository (Nw.
Verdipapirsentralen).
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APPENDIX A – FINANCIAL STATEMENTS
Index to Financial Information
The Group’s unaudited financial statements as of and for the three and nine months
ended 30 September 2020 and 2019, including the Issuer’s unaudited financial
statements as of and for the nine months ended 30 September 2020 and 2019
............................................................................................................
The Issuer’s audited consolidated financial statements as of and for the year ended 31
December 2019
............................................................................................................
The independent auditors report relating to the Issuer’s audited consolidated financial
statements as of and for each of the years ended 31 December 2019 and 31 December
2018
............................................................................................................
The Group’s audited consolidated financial statements as of and for the year ended 31
December 2019, including the independent auditor’s report relating to the Group’s
audited consolidated financial statements as of and for the year ended 31 December
2019
............................................................................................................
The Group’s unaudited financial statements as of and for the three and nine months
ended 30 September 2019 and 2018, including the Issuer’s unaudited financial
statements as of and for the nine months ended 30 September 2019 and 2018
............................................................................................................
The Issuer’s audited consolidated financial statements as of and for the year ended 31
December 2018
............................................................................................................
The Group’s audited consolidated financial statements as of and for the year ended 31
December 2018, including the independent auditor’s report relating to the Group’s
audited consolidated financial statements as of and for the year ended 31 December
2018
............................................................................................................
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AMERICAN SHIPPING COMPANY ASA
Third Quarter 2020 Report

Third Quarter 2020 Report
Lysaker, 20 November 2020, American Shipping Company ASA (“AMSC” or the “Company”) announces results for
third quarter ending 30 September 2020.

HIGHLIGHTS





Completed refinancing of the Company’s USD 220 million unsecured bond, with a new USD 200 million
bond, at a 7.75% coupon, 150 basis points lower coupon than the prior bond
Stable Q3 financial performance with bareboat revenue of USD 22.2 million, normalized EBITDA of USD
22.4 million and adjusted net profit of USD 4.6 million
Backlog of secured bareboat revenue of USD 256 million with average weighted tenor of 2.9 years
Declared Q3 dividend of USD 0.10 per share, backed by the Company’s increased free cash flow

AMSC CEO, Pål Lothe Magnussen comments, “Completing the company wide refinancing with the USD 200
million senior unsecured bond at a much reduced interest rate was a key milestone for American Shipping
Company. The strong interest in our refinancing from banks and bondholders is a reflection of our stable business
model, despite COVID-19 related financial market volatility.”

MAIN EVENTS DURING AND SUBSEQUENT TO THE THIRD QUARTER


Operating income: Operating income was stable at USD 12.9 million in Q3 2020 and USD 13.0 million in
Q3 2019.



Normalized EBITDA: Normalized EBITDA of USD 22.4 million for Q3 2020 consists of base bareboat
revenue of USD 22.2 million, plus Deferred Principal Obligation (“DPO”) of USD 0.9 million, less SG&A of
USD 0.7 million. The comparative figure for Q3 2019 for normalized EBITDA was USD 22.4 million
(consisting of base bareboat revenue of USD 22.1 million, plus DPO of USD 0.9 million, less SG&A of USD
0.6 million). See Note 14 for more detailed information.



Adjusted net profit: Adjusted net profit of USD 4.6 million for Q3 2020 consists of net profit after tax,
adjusted for non-recurring items, currency fluctuations, mark-to-market of derivatives and changes to noncash deferred tax expenses. The comparative figure for Q3 2019 was USD 3.0 million. See Note 14 for
further details.



COVID-19 Impact: Demand for transportation of petroleum products in the U.S. market was sharply reduced
in March and April and remains lower than normal to date in November. Consumer demand for clean
products has already recovered substantially from the April low, but is expected to remain below historical
averages for the remainder of the year and into next year. EIA expects demand for clean products to recover
to normal during 2021. AMSC is insulated in the short to medium term from the COVID-19 pandemic with
long term “come hell and high water” bareboat contracts with OSG.



Bond refinancing: During July, the Company refinanced its USD 220 million unsecured bond with a new
USD 200 million bond. The new bond has a coupon of 7.75% and a 5 year tenor. The bond will be listed
on the Oslo Stock Exchange.



Dividends: On 20 August 2020, the Board authorized a quarterly dividend payment of USD 0.10 per share,
the equivalent of NOK 0.8958 per share, to the shareholders on record as of 28 August 2020, which was
paid on 7 September 2020. The dividend was classified as a return of paid in capital.
On 19 November 2020, the Board authorized a dividend payment of USD 0.10 per share to the shareholders
on record as of 27 November 2020. The shares in AMSC will be traded ex. dividend from and including 26
November 2020, and the dividend will be paid on or about 7 December 2020. The dividend is classified as
a return of paid in capital.
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Dividend guidance: The Company’s policy with respect to dividends is driven by the Board’s commitment
to return value to its shareholders while also prudently managing its balance sheet and maintaining financial
flexibility to pursue growth and diversification opportunities. Dividend payments depend on, among other
things, performance of existing contracts including outlook for profit share, and will be considered in
conjunction with the Company’s financial position, debt covenants, capital requirements, and market
conditions going forward. The Covid-19 pandemic is increasing uncertainty on market fundamentals
impacting the Jones Act tanker market and could affect the Company’s ability to continue paying dividends.
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THIRD QUARTER FINANCIAL REVIEW
Condensed Income Statement

Amounts in USD million (except share and per share information)

Q3
2020

unaudited
Q3
2019

Operating revenues
Operating profit before depreciation - EBITDA

22.2
21.5

22.1
21.5

66.0
63.8

65.7
63.4

Normalized EBITDA
Operating profit - EBIT

22.4
12.9

22.4
13.0

66.4
38.3

66.1
38.1

Gain / (loss) on investments
Net financial expense
Unrealized gain/(loss) on interest swaps

(19.0)
(0.5)

-

Year to date
2020
2019

-

(10.0)
0.1

(41.4)
(0.8)

(0.1)
(30.4)
(3.3)

Profit/(loss) before income tax

(6.6)

3.1

(3.9)

4.3

Income tax expense
Non-cash income tax (expense) / benefit

(0.2)
2.3

(0.2)

(0.3)
2.4

(0.1)
0.3

Net profit/(loss) for the period *
Adjusted net profit
Average number of common shares
Earnings/(loss) per share (USD)

(4.5)
4.6
60,616,505
(0.07)

2.9
3.0
60,616,505
0.05

(1.8)
11.0
60,616,505
(0.03)

4.5
7.5
60,616,505
0.07

* Applicable to common stockholders of the parent company

Third quarter results
AMSC’s operating revenues for Q3 2020 was USD 22.2 million, versus USD 22.1 million in Q3 2019.
EBITDA was USD 21.5 million in Q2 2020 and Q2 2019. EBIT was USD 12.9 million in Q3 2020 and USD
13.0 million in Q3 2019.
Net financial expense for Q3 2020 was USD 19.0 million (USD 10.0 million in Q3 2019). The Q3 2020
financial expense includes USD 9.2 million paid in call premium to refinance the bonds and write-off of
unamortized loan fees of USD 1.7 million.
In Q3 2020, AMSC had an unrealized loss of USD 0.5 million on the mark-to-market valuation of its interest
rate swap contracts related to its vessel financing (USD 0.1 million gain in Q3 2019).
AMSC had a net loss before tax for Q3 2020 of USD 6.6 million (USD 3.1 million profit in Q3 2019). Income
tax expense for Q3 2020 was USD 0.2 million (0 in Q3 2019). Non-cash deferred income tax benefit was
2.3 million in Q3 2020 (expense of USD 0.2 million in Q3 2019).
The non-cash deferred income tax expense/benefit was the result of accelerated tax depreciation, which
has created differences between accumulated depreciation for book and tax purposes and corresponding
tax losses, the net of which is recognized as a deferred tax liability on the balance sheet.
As of 30 September 2020, AMSC has approximately USD 543 million of federal net operating losses in
carryforward in its U.S. subsidiaries. See Note 6 for more detailed information.
Net loss for Q3 2020 was USD 4.5 million compared to net profit of USD 2.9 million in Q3 2019.
Year to date results
AMSC’s operating revenues for each of the first nine months of 2020 and 2019 were USD 66.0 million and
USD 65.7 million, respectively. EBITDA was USD 63.8 million in the first nine months of 2020 (USD 63.4
million for same period of 2019). EBIT was USD 38.3 million for the nine months ending 30 September
2020 and USD 38.1 million for the same period in 2019.
Net financial expense for the first nine months of 2020 was USD 41.4 million (USD 30.4 million for the
same period in 2019). The increase in 2020 was due to one-time payments of USD 9.2 million for the call
premium on the refinanced bonds, USD 1.9 million paid to terminate the interest rate swaps in connection
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with the bank debt refinancing which was closed during April 2020, and a non-cash write-off of unamortized
loan fees of USD 3.3 million.
In the first nine months of 2020, AMSC had an unrealized loss of USD 0.8 million on the mark-to-market
valuation of its interest rate swap contracts related to its vessel financing (USD 3.3 in the first nine months
of 2019).
AMSC had a net loss before tax for the nine months ending 30 September 2020 of USD 3.9 million (USD
4.3 million net profit before tax in the same period of 2019). Non-cash deferred income tax benefit was
USD 2.4 million in the first nine months of 2020 (benefit of USD 0.3 million in the same period of 2019).
AMSC recognized an income tax expense of USD 0.3 million in the first nine months of 2020 (USD 0.1
million in the same period 2019), relating to state taxes. Net loss for year-to-date 2020 was USD 1.8 million
compared to net profit of USD 4.5 million in the same period of 2019.
Condensed Statement of Financial Position

Amounts in USD million
Vessels
Interest-bearing long term receivables (DPO)
Trade and other receivables
Cash held for specified uses
Cash and cash equivalents
Total assets
Total equity
Deferred tax liabilities
Interest-bearing long term debt
Derivative financial liabilities
Interest-bearing short term debt
Deferred revenues and other payables
Total equity and liabilities

unaudited
30-Sep
2020
658.1
23.8
0.1
0.5
29.9
712.4
147.5
8.9
523.1
1.6
26.8
4.6
712.4

30-Sep
2019
686.5
25.3
0.1
2.4
50.5
764.8

31-Dec
2019 *
678.9
25.3
0.4
1.6
46.3
752.4

166.0
12.7
533.2
0.9
41.6
10.4
764.8

165.0
11.4
522.7
0.8
44.3
8.2
752.4

* Derived from audited financial statements

The decrease in Vessels from 31 December 2019 reflects depreciation of the Company’s 10 vessels for
the first nine months of 2020 of USD 25.5 million, partly offset by USD 4.7 million paid for investments in
ballast water treatment systems for two vessels.
During 2020, Overseas Shipholding Group, Inc. (“OSG”) made repayments on the DPO of USD 2.6 million,
of which USD 1.5 million is principal repayment. See note 12 to the condensed consolidated financial
statements for additional information on the DPO.
Interest bearing debt as of 30 September 2020 was USD 549.9 million, net of USD 9.2 million in capitalized
fees versus USD 567.0 million as of 31 December 2019. This debt relates to the bank financing for the
Company’s 10 vessels of USD 359.1 million and the unsecured bond of USD 200.0 million. AMSC was in
compliance with all of its debt covenants as of 30 September 2020.

Outlook
AMSC continues to enjoy downside protection with “come hell or high water” bareboat contracts, with five
product tankers secured until December 2022, four product tankers secured until December 2023 and one
shuttle tanker secured until June 2025.
The long term fundamentals in the Jones Act tanker market remain stable, although the current impact of
the COVID-19 pandemic has significantly reduced demand for crude oil and clean products in the U.S.
market in the near term.
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During the third quarter, demand for clean products, mainly being gasoline, diesel and jet fuel, was
negatively impacted by reduced economic activity across the USA. Although economic activity has
recovered substantially from the low point in the second quarter, consumption of clean products is still
lagging by about 11% compared to the last five years average. EIA is forecasting a gradual recovery during
2021.
Crude cargoes from the U.S. Gulf to the U.S. Northeast held up well during Q3, but with lower crude
throughput at refineries and reduced outlook for U.S. shale oil production, we continue to monitor
developments in this segment, and expect increased volatility in the coming months. The U.S. Northeast
crude trade currently only constitutes around 10% of demand for Jones Act tankers.
With U.S refinery utilization reduced in combination with the drop in demand for clean products, multiple
Jones Act tankers have been offered for relets over the past several months. As most MR Jones Act
tankers have time charter contracts for 2020 and beyond, the drop in utilization has so far mainly affected
oil majors and refiners as opposed to ship owners and operators. Going forward, the weak market is likely
going to have negative impact on both spot and TC rates in the near term, and as existing TC contracts
expire, the number of idle vessels is expected to increase.
The weak market is driven by COVID related reduced demand. The vessel supply side remains stable with
no newbuilds likely to materialize for many years, due to limited newbuild capacity. The Jones Act tanker
fleet will continue to shrink as older tonnage is facing expensive drydocks and special surveys and will
likely be phased out.

Risks
The risks facing AMSC principally relate to the operational and financial performance of OSG, re-chartering
risk as well as overall market risk.
AMSC’s activities also expose the Company to a variety of other financial risks, including but not limited to,
currency, interest rate, refinancing, and liquidity risk.
The COVID-19 pandemic is causing increased uncertainty around fundamentals relating to the Jones Act
tanker market. Demand for gasoline and jet fuel in the U.S. as well as domestic oil production may remain
volatile in the medium term.
For further details of AMSC’s risks, refer to the 2019 Annual Report.

Definitions
Jones Act - The U.S. cabotage law, referred to as Jones Act, requires all commercial vessels operating
between U.S. ports to be built, owned, operated and manned by U.S. citizens and to be registered under
the U.S. flag. In 1996 certain amendments were enacted to the U.S. vessel documentations laws, allowing
increased non-U.S. participation in the ownership of vessels operating in the Jones Act trade under certain
conditions, known as the finance lease exemption.
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Lysaker, 19 November 2020
The Board of Directors and President / CEO
American Shipping Company ASA

Annette Malm Justad
Chairperson

Peter D. Knudsen
Director

Kristian Røkke
Director

Pål Magnussen
President / CEO
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AMERICAN SHIPPING COMPANY ASA GROUP CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND YEAR TO DATE 2020
CONDENSED INCOME STATEMENT
Amounts in USD million (except share and per share information)
Operating revenues
Operating expenses
Operating profit before depreciation - EBITDA
Depreciation
Operating profit - EBIT
Gain / (loss) on investments
Net financial expense
Unrealized gain/(loss) on interest swaps
Profit/(loss) before income tax
Income tax expense
Non-cash income tax (expense) / benefit
Net profit/(loss) for the period *
Average number of common shares
Earnings/(loss) per share (USD)

unaudited
Q3
2019

Q3
2020
22.2
(0.7)
21.5
(8.6)
12.9
(19.0)
(0.5)
(6.6)
(0.2)
2.3
(4.5)
60,616,505
(0.07)

22.1
(0.6)
21.5
(8.5)
13.0
(10.0)
0.1
3.1
(0.2)
2.9
60,616,505
0.05

Year to date
2020

66.0
(2.1)
63.8
(25.5)
38.3
(41.4)
(0.8)
(3.9)
(0.3)
2.4
(1.8)
60,616,505
(0.03)

2019

65.7
(2.3)
63.4
(25.3)
38.1
(0.1)
(30.4)
(3.3)
4.3
(0.1)
0.3
4.5
60,616,505
0.07

CONDENSED STATEMENT OF CHANGES IN COMPREHENSIVE INCOME

Amounts in USD million

Q3
2020

Net income/(loss) for the period
Other comprehensive income for the period, net of tax
Total comprehensive income/(loss) for the period *

(4.5)
(4.5)

unaudited
Q3
2019
2.9
2.9

Year to date
2020
(1.8)
(1.8)

2019
4.5
4.5

* Applicable to common stockholders of the parent company.

CONDENSED STATEMENT OF FINANCIAL POSITION
unaudited
30-Sep
2020

30-Sep
2019

31-Dec
2019 *

658.1
23.8
681.9

686.5
25.3
711.8

678.9
25.3
704.1

0.1
0.5
29.9
30.5

0.1
2.4
50.5
53.0

0.4
1.6
46.3
48.3

Total assets

712.4

764.8

752.4

Equity and liabilities
Total equity

147.5

166.0

165.0

Non-current liabilities
Bond payable
Other interest-bearing loans
Derivative financial liabilities
Capitalized fees
Deferred tax liability
Total non-current liabilities

200.0
332.3
1.6
(9.2)
8.9
533.5

220.0
318.5
0.9
(5.3)
12.7
546.8

220.0
307.3
0.8
(4.6)
11.4
534.9

26.8
4.6
31.4

41.6
10.4
52.0

44.3
8.2
52.5

Total liabilities

564.9

598.8

587.4

Total equity and liabilities

712.4

764.8

752.4

Amounts in USD million
Assets
Non-current assets
Vessels
Interest-bearing long term receivables (DPO)
Total non-current assets
Current assets
Trade and other receivables
Cash held for specified uses
Cash and cash equivalents
Total current assets

Current liabilities
Interest-bearing short-term debt
Deferred revenues and other payables
Total current liabilities

* Derived from audited financial statements
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CONDENSED STATEMENT OF CHANGES IN TOTAL EQUITY

Amounts in USD million

unaudited
Year to date
2020

Equity as of beginning of period
Total comprehensive income for the period
Repurchase of treasury shares
Proceeds from sale of treasury shares
Dividends/return of capital
Total equity as of end of period

165.0
(1.8)
(0.1)
0.1
(15.8)
147.5

2019
176.1
4.5
(14.5)
166.0

CONDENSED CASH FLOW STATEMENT

Amounts in USD million

unaudited
Year to date
2020

Net cash flow from operating activities
Net cash flow from investing activities
Net cash flow used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, including cash held for specified uses at the beginning of period
Cash and cash equivalents, including cash held for specified uses at end of period

25.4
(4.7)
(38.1)
(17.5)
47.9
30.4

2019
26.7
16.3
(43.9)
(0.9)
53.8
52.9

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS FOR THE THREE AND NINE MONTHS ENDED 30 SEPTEMBER
2020
1. Introduction - American Shipping Company
American Shipping Company ASA (“AMSC”) is a company domiciled in Norway. The condensed interim
financial statements for the three and nine months ended 30 September 2020 comprise AMSC and its
wholly owned subsidiaries. These financial statements have not been audited or reviewed by the
Company’s auditors. American Shipping Company has one operating segment.
The consolidated 2019 annual financial statements of AMSC are available at
www.americanshippingco.com.
2. Basis of Preparation
These consolidated interim financial statements reflect all adjustments, in the opinion of AMSC’s
management, that are necessary for a fair presentation of the results of operations for the periods
presented. Operating results for the three and nine month periods are not necessarily indicative of the
results that may be expected for any subsequent interim period or year.
3. Statement of compliance
These consolidated interim financial statements have been prepared in accordance with International
Financial Reporting Standards as adopted by the EU (IFRS) applicable for interim reporting, IAS 34 Interim
Financial Reporting. They do not include all of the information required for full annual financial statements
and should be read in conjunction with the consolidated financial statements of the Group as of and for the
year ended 31 December 2019.
4. Significant accounting principles
The accounting policies applied by the Group in these condensed consolidated interim financial statements
are the same as those applied by the Group in its consolidated financial statements as of and for the year
ended 31 December 2019.
There have not been any new IFRS standards or interpretations issued or effective after the completion of
the annual consolidated financial statements for the year 2019 that have a significant impact on AMSC’s
financial reporting for the three or nine months ended 30 September 2020.
5. Use of estimates
The preparation of financial statements in conformity with IFRS requires the use of estimates and
assumptions that affect the reported amounts in the financial statements. Although these estimates are
based on management’s best knowledge of current events and actions, actual results may ultimately differ
from these estimates.
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The most significant judgments made by management in preparing these condensed consolidated interim
financial statements in applying the Group’s accounting policies, and the key sources of estimation
uncertainty, are the same as those that applied to the consolidated financial statements as of and for the
year ended 31 December 2019.
Certain prior period reclassifications were made to conform to current year presentation.
6. Tax
Income tax expense is recognized in each interim period based on the best estimate of the expected annual
income tax rates.
Without the benefit of accelerated depreciation on vessels for U.S. income tax purposes, the Company
would have U.S. taxable income. Accordingly, substantially all of the deferred tax expense results from
accelerated tax depreciation, which has created differences between accumulated depreciation for book
and tax purposes and corresponding tax losses, the net of which is recognized as a deferred tax liability.
The Company expects that the deferred tax liability will continue to grow until the U.S. subsidiaries are in
a tax payable position for U.S. Federal income tax purposes, which is not expected until the vessels are
fully depreciated for tax purposes and currently available tax operating losses are fully utilized. Deferred
tax expense is a non-cash item.
Deferred tax assets include the Company’s net operating losses in carryforward, the losses on derivative
financial liabilities, unused interest expense deductions and capitalized loan fees. Deferred tax liabilities
include the value of the vessels. AMSC's effective tax rate is significantly impacted by losses in Norway
for which no tax benefit is recorded.
The Company has approximately USD 543 million of federal net operating losses in carryforward in the
U.S. subsidiaries as of 30 September 2020, of which approximately USD 177 million are subject to certain
limitations under Internal Revenue Service Code Section 382 (see note 5 of the 2019 consolidated financial
statements for more details). The Company also has USD 85.6 million of net operating losses in
carryforward in Norway as of 31 December 2019.
7. Share capital and equity
As of 30 September 2020, AMSC had 60,616,505 ordinary shares at a par value of NOK 10 per share.
Dividends paid (classified as
repayment of previously paid in
share premium)

2020
16-Mar-20

NOK per share
USD per share
Aggregate NOK (millions)
Aggregate USD (millions)

0.7478
0.080
45.3
4.8

4-Jun-20
0.8019
0.080
48.6
4.8

2019
7-Sep-20

15-Mar-19

0.8958
0.100
54.3
6.1

0.6936
0.080
42.0
4.8

5-Jun-19

10-Sep-19

0.6975
0.080
42.3
4.8

0.7249
0.080
43.9
4.8

8. Interest-bearing debt
The following table shows material changes in interest-bearing debt:

Amounts in USD million
Balance at beginning of period
Repayment of debt / loan fees
Issuance of debt
Amortization of loan fees
Balance at end of period

9 months to
30-Sep-20
30-Sep-19
567.0

601.9

(527.3)
505.0
5.2

(29.3)
2.2

549.8

574.8

The Company was in compliance with all of its debt covenants as of 30 September 2020.
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On 2 July, AMSC closed on the refinancing of the outstanding USD 220 million bond, with a new USD 200
million bond plus USD 25 million from the Company’s revolving credit facility. The new bond has a 7.75%
semiannual coupon and matures 2 July 2025.
9. Related party transactions
AMSC believes that related party transactions are made on terms equivalent to those that prevail in arm’s
length transactions.
10. Net financial expenses
3 months to
30-Sep-20
30-Sep-19

Amounts in USD million
Interest expense
Refinancing costs
Write-off unamortized loan fees
Interest income
Net financial expense

9 months to
30-Sep-20
30-Sep-19

(8.4)
(9.2)
(1.7)
0.3

(10.7)
0.7

(30.2)
(9.2)
(3.3)
1.4

(32.3)
2.0

(19.0)

(10.0)

(41.4)

(30.4)

11. Profit sharing agreement with OSG
AMSC and OSG have an agreement to share profits from OSG’s operations of AMSC’s 10 vessels. The
calculation of profit to share is complex and made on an aggregated fleet level. The calculation thus starts
with total vessel revenue, subtracted by defined cost elements including provisions for drydock costs. The
profit share is reported quarterly, but is calculated on an aggregated fleet level over a full calendar year.
Accordingly, one may have individual quarters with positive profit share offset by quarters with negative
profit share. Nonetheless, AMSC's portion of the profit can never be negative on an annual basis.
However, in years of weak markets there may be shortfalls in net time charter revenues applied to cover
provisions for future drydocks. Such shortfalls need to be recovered by net time charter revenues in
subsequent years with stronger markets. Similarly, if drydock provisions deducted in the profit share
calculation are too high, these are adjusted through a true-up mechanism once special surveys for
individual vessels are completed. The concept of true-ups ensure that any shortfall or excess in drydock
provisions are adjusted to reflect the actual cost of drydocks over the five-year special survey cycles.
Profit Sharing Calculation for Q3 2020
44.6

(22.1)

(26.7)

0.0

Net TC
revenue Q3‐20

BBC

Other (opex,
agreed OSG
profit layer, misc)

Drydock provisions Profit to share Q3‐20
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AMSC’s 50% share of the full year profit is used to reduce the OSG credit. In the agreement negotiated
with OSG, the “OSG credit” is the amount of AMSC’s profit sharing that OSG retains prior to having an
obligation to remit profit sharing payments to AMSC. After the OSG credit has been fully reduced to zero,
AMSC will receive its 50% share of the subsequent profit share in cash. The OSG credit balance was as
of 31 December 2019 USD 6.5 million.
12. Deferred Principal Obligation (DPO)
Pursuant to the current charter agreements, OSG had the right to defer payment of a portion of the
bareboat charter hire for the first five vessels during the initial seven year fixed bareboat charter periods.
OSG paid a reduced bareboat charter rate and assumed the DPO. The DPO accrued on a daily basis to
a maximum liability from OSG of USD 7.0 million per vessel. The DPO during the initial seven year period
was discounted using the estimated market discount rate at lease inception. After the initial seven years,
the DPO is repaid to AMSC over 18 years including interest unless the bareboat charter is terminated
earlier at which time the DPO becomes due immediately. OSG has made repayments on all five vessels
delivered under the arrangement, and those vessels' cash bareboat charter hire resumed to its full
contractual amount.
The first quarter DPO payment was received subsequent to the quarter and is therefore not reflected in
the accounts; the payment is included in Normalized EBITDA as described in note 14.
9 months to
30-Sep-20
30-Sep-19

Amounts in USD million
Balance at beginning of period

25.3

26.7

Repayments of principal

(1.5)

(1.4)

Balance at end of period

23.8

25.3

13. Financial Instruments
The only financial instruments that the Company accounts for at fair value on an ongoing basis are the
interest rate swaps, which are classified in the Level 2 category as is described in the 2019 consolidated
financial statements. The Company’s policy is to recognize transfers into and transfers out of fair value
hierarchy levels as of the date of the event or change in circumstances that caused the transfer. During
the quarter ended 30 September 2020, there were no transfers between categories.
The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts
shown in the balance sheet are as follows:

Amounts in USD millions

Carrying
amount
30-Sep-20

Fair
value
30-Sep-20

23.8
(1.6)
(200.0)
(359.1)

19.9
(1.6)
(202.0)
(371.9)

Interest-bearing receivables (DPO)
Interest swap used for economic hedging
Unsecured bond issue (gross)
Secured loans (gross)

Fair
value
hierarchy *
3
2
2
2

The fair value of cash, accounts receivable and accounts payable approximate the carrying values due to
their short-term nature.
* Described in the 2019 consolidated financial statements
14. Alternative Performance Measures
Alternative performance measures are financial measures other than the financial measures defined under
IFRS. In accordance with guidelines, AMSC publishes the explanation of the use of alternative
performance measures used by the Company, definitions of the performance measures used and
reconciliation with the IFRS financial statement.
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AMSC discloses Normalized EBITDA and Adjusted Net Profit in order to provide meaningful supplemental
information to management and investors as the Company believes these measures enhance an
understanding of the Company’s operating earnings. The Company also discloses its revenue backlog
which includes its bareboat charter revenue from fixed bareboat contracts, not including options.
Normalized EBITDA is calculated as operating revenues (base bareboat revenue) less operating expenses
plus profit sharing plus DPO. Adjusted Net Profit includes net profit/(loss) after tax, adjusting for nonrecurring items, currency fluctuations, mark-to-market of derivatives and changes to deferred tax. The
tables below illustrate the comparative information for normalized EBITDA and reconciliation to the
reported EBITDA and Adjusted net profit and a reconciliation to net profit/(loss) after tax.

Normalized EBITDA (amounts in USD millions)
Base bareboat revenue
Less operating expenses
Reported EBITDA
Plus profit share
Plus DPO
Normalized EBITDA

Adjusted net profit (amounts in USD millions)
Net profit/loss after tax
Add back:
Unrealized (gain)/loss on interest swaps
Non-cash income tax expense
Loan refinancing:
Interest swap termination payments
Bond call price
Write-off unamortized lending fees
Adjusted net profit

Q3
2020
22.2
(0.7)
21.5
0.9
22.4

unaudited
Q3
2019
22.1
(0.6)
21.5
0.9
22.4

Year to date
2020
66.0
(2.1)
63.8
2.6
66.4

Q3
2020
(4.5)

unaudited
Q3
2019
2.9

Year to date
2020
2019
(1.8)
4.5

0.5
(2.3)

(0.1)
0.2

0.8
(2.4)

3.3
(0.3)

9.2
1.7
4.6

3.0

1.9
9.2
3.3
11.0

7.5

2019
65.7
(2.3)
63.4
2.7
66.1

15. American Tanker, Inc. consolidated financial statements
In accordance with the bond loan agreement, below are the consolidated unaudited financial statements
for American Tanker, Inc. and its subsidiaries for the first nine months of 2020.
CONDENSED INCOME STATEMENT
Amounts in USD million (except share and per share information)
Operating revenues
Operating expenses
Operating profit before depreciation - EBITDA
Depreciation
Operating profit - EBIT
Net interest expense
Unrealized gain/(loss) on interest swaps
Other financial expenses
Profit/(loss) before income tax
Income tax expense
Non-cash income tax benefit/(expense)
Net profit/(loss) for the period *
Average number of common shares
Earnings/(loss) per share (USD thousands)

unaudited
YTD
2020
66.0
(0.8)
65.1
(25.5)
39.6
(47.9)
(0.8)
(1.7)
(10.7)
(0.3)
2.4
(8.6)
1,000
(8.63)

* Applicable to common stockholders of the parent company.

Third Quarter 2020 report
13

CONDENSED STATEMENT OF FINANCIAL POSITION
unaudited

Amounts in USD million
Assets
Non-current assets
Vessels
Interest-bearing long term receivables (DPO)
Derivative financial assets
Total non-current assets
Current assets
Other current assets
Cash held for specified uses
Cash and cash equivalents
Total current assets
Total assets
Equity and liabilities
Total equity
Non-current liabilities
Bond payable
Other interest-bearing loans
Derivative financial liabilities
Capitalized fees
Deferred tax liability
Total non-current liabilities
Current liabilities
Interest-bearing short-term debt
Deferred revenues and other payables
Total current liabilities

30-Sep
2020

657.1
23.8
680.9

0.3
0.5
22.3
23.0
703.9

50.3

200.0
422.6
1.6
(9.2)
9.6
624.6

26.8
2.2
29.0

Total liabilities

653.6

Total equity and liabilities

703.9

CONDENSED CASH FLOW STATEMENT

Amounts in USD million
Net cash flow from operating activities
Net cash flow from investing activities
Net cash flow used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, including cash held for specified uses at the beginning of period
Cash and cash equivalents, including cash held for specified uses at end of period

unaudited
YTD
2020
19.1
(4.7)
(18.9)
(4.6)
27.4
22.8

16. Subsequent events
On 19 November 2020, the Board authorized a quarterly dividend payment of USD 0.10 per share to
the shareholders on record as of 27 November 2020. The shares in AMSC will be traded ex. dividend
from and including 26 November 2020, and the dividend will be paid on or about 7 December 2020.
The dividend is classified as a return of paid in capital.
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Disclaimer
This release includes and is based, inter alia, on forward-looking information and statements that are subject to risks and uncertainties
that could cause actual results to differ. Such forward-looking information and statements are based on current expectations,
estimates and projections about global economic conditions, the economic conditions of the regions and industries that are major
markets for American Shipping Company ASA and its subsidiaries and affiliates (the "American Shipping Company Group") lines of
business. These expectations, estimates, and projections are generally identifiable by statements containing words such as "expects,”
"believes,” "estimates" or similar expressions. Important factors that could cause actual results to differ materially from those
expectations include, among others, economic and market conditions in the geographic areas and industries that are or will be major
markets for the American Shipping Company Group’s businesses, oil prices, market acceptance of new products and services,
changes in governmental regulations, interest rates, fluctuations in currency exchange rates and such other factors as may be
discussed from time to time. Although American Shipping Company ASA believes that its expectations and the information in this
release were based upon reasonable assumptions at the time when they were made, it can give no assurance that those expectations
will be achieved or that the actual results will be as set out in this release. Neither American Shipping Company ASA nor any other
company within the American Shipping Company Group is making any representation or warranty, expressed or implied, as to the
accuracy, reliability or completeness of the information in the release, and neither American Shipping Company ASA, any other
company within the American Shipping Company Group nor any of their directors, officers or employees will have any liability to you
or any other persons resulting from your use of the information in the release.
American Shipping Company ASA undertakes no obligation to publicly update or revise any forward-looking information or statements
in the release, other than what is required by law.
The American Shipping Company Group consists of many legally independent entities, constituting their own separate identities.
American Shipping Company is used as the common brand or trade mark for most of these entities. In this release we may sometimes
use "American Shipping Company”," "Group, "we," or "us," when we refer to American Shipping Company Group companies in
general or where no useful purpose is served by identifying any particular company of American Shipping Company.
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American Tanker, Inc. & Subsidiaries
Statement of Financial Position as of 31 December

Note

2019

2018

25,278
‐
677,816

26,736
2,395
710,725

703,094

739,856

25,692
1,668
293

20,524
9,724
134

27,654

30,383

730,748

770,239

58,601
262

58,592
2,151

58,864

60,743

609,581
12,100
840

651,089
13,947
‐

622,522

665,036

44,333
4,883
147

29,666
14,231
563

Total Current Liabilities

49,363

44,460

Total Liabilities & Equity

730,748

770,239

Amounts in USD thousands
Assets
Fixed Assets and other non‐current assets
Interest‐bearing Long‐term Receivable
Derivative Financial Assets
Property, plant and equipment

9
13
14

Total Fixed Assets & other non‐current assets
Current Assets
Cash & Cash Equivalents
Cash held for specified uses
Receivables and other current assets

6

Total Current Assets
Total Assets

Liabilities & Equity
Equity
Share capital and share premium
Retained Earnings

8

Total Equity
Long‐Term Liabilities
Interest bearing loans
Deferred Tax Liability
Derivative financial liabilities

10
5
13

Total Long‐Term Liabilities
Current Liabilities
Current portion of LT Debt
Deferred revenue and other payables
Tax Payable

21 October 2020

Leigh Jaros, CEO

10
12
5

American Tanker, Inc. & Subsidiaries
Income Statement for the years ended

2019
87,804

2018
87,801

$87,804

$87,801

(2,306)

(3,046)

Total Operating Expenses

(2,306)

(3,046)

Op Profit/(Loss) before Depr ‐ EBITDA

85,498

84,755

(33,839)

(33,835)

51,659

50,920

1,738
(57,063)
(55,325)

2,685
(53,977)
(51,292)

(3,666)

(372)

1,778

(1,320)

(1,889)

(1,692)

2019
(1,889)
‐
(1,889)

2018
(1,692)
‐
(1,692)

(1.89)

(1.69)

Amounts in USD thousands
Bareboat Charter Revenue

Note
11

Total Revenues
Operating Expenses
Operating expenses

Depreciation

2,3

14

Operating Profit/(Loss) ‐ EBIT
Other Income/(Expense)
Financial income
Financial expenses
Net Financial Items

4
4

Profit/(Loss) before tax
Income tax benefit/(expense)

5

Net Profit/(Loss) for the period (1)

American Tanker, Inc. & Subsidiaries
Statement of profit or loss and other comprehensive income
for the years ended
Amounts in USD thousands
Net income/(loss) for the year
Other comprehensive income for the period, net of tax
Total comprehensive income/(loss) for the year (1)
Basic and diluted earnings per share
(1)

Applicable to common shareholders of ATI

Note

7

American Tanker, Inc. & Subsidiaries
Statement of changes in equity

Amounts in USD thousands

Note

Balance at 31 December 2017

Share
capital

Share
premium

0.01

58,586

Total comprehensive income for the year
Capital from parent

8

Balance at 31 December 2018

Balance at 31 December 2019

3,843

62,429

(1,692)

(1,692)

6
0.01

58,592

Total comprehensive income for the year
Capital from parent

Accumulated
deficit Total equity

8

6
2,151

60,743

(1,889)

(1,889)

9
0.01

58,601

9
262

58,864

American Tanker, Inc. & Subsidiaries
Cash flow for the years ended
Amounts in USD thousands
Net profit/(loss) before tax
Add back:
Depreciation expense
Unrealized (gain)/loss on interest swaps
Non‐cash interest expense/(income)
Other non‐cash items (amortization of prepaids & loan fees)
(Increase)/Decrease in:
Short term receivables
Other current assets
Long term receivables
Increase/(Decrease) in:
Accounts payable
Accrued liabilities

Note

(372)

14
13
4

33,839
3,235
1,275
2,971

33,835
(747)
(0)
2,768

6
6
9

‐
(159)
1,458

(0)
1,944

12
12

‐
(9,833)

‐
1,082

29,120

38,509

14

Net cash from/(used in) investing activities

Repayment of long term interest‐bearing debt and debt fees
Loan fees paid
Contributions from parent / (return of capital)

2018

(3,666)

Net cash from/(used in) operating activities

Investments in vessels

2019

(930)

‐

(930)

‐

(29,774)
(1,313)
9

(28,452)
(725)
6

(31,077)

(29,171)

Net increase/(decrease) in cash

(2,888)

9,338

Cash at beginning of period
Cash at end of period

30,248
27,360

20,910
30,248

(0)

(0)

Net cash from/(used in) financing activities

10
10
8

‐

CORPORATE INFORMATION
American Tanker, Inc. (the Company, the Group or ATI) is incorporated Delaware. The address of the main office is 415
McFarlan Road, Suite 205, Kennett Square, PA 19348. ATI is wholly owned by American Tanker Holding Company, Inc.
(ATHC), which is wholly owned by American Shipping Company ASA (AMSC) an Oslo Stock Exchange listed company based in
Norway.
The principle activity of the business is to purchase and bareboat charter out product tankers, shuttle tankers and other
vessels to operators and end users in the U.S. Jones Act market through its wholly owned subsidiaries.
The purpose of the preparation of these financial statements of the ATI Group is for the listing of the bond issued in July 2020
on the Oslo Stock Exchange.
STATEMENT OF COMPLIANCE
The consolidated financial statements of American Tanker, Inc. (ATI) and all its subsidiaries have been prepared in
accordance with International Financial Reporting Standards as adopted by the European Union (IFRS).

BASIS FOR PREPARATION
These consolidated financial statements have been prepared on a historical cost basis, except for derivative financial
instruments that have been measured at fair value. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
The consolidated financial statements are presented in USD (thousands), except when indicated otherwise.

USE OF ESTIMATES
The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the
reported amounts in the financial statements. Although these estimates are based on management’s best knowledge of
current events and actions, actual results may ultimately differ from those estimates. Estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimates are
revised if the revision affects that period or in the period of revision and future periods if the revision affects both current
and future periods.
GROUP ACCOUNTING AND CONSOLIDATION PRINCIPLES
The consolidated financial statements of ATI Group include the financial statements of the parent company American Tanker,
Inc. and its subsidiaries. Subsidiaries are those entities over which American Tanker has control. The group controls an entity
when it is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability affect those
returns through its power over the entity. Intra‐group balances and transactions, and any unrealized income and expenses
arising from intra‐group transactions, are eliminated.
FUNCTIONAL CURRENCY
The financial statements are presented in United States dollars (USD), which is the functional and reporting currency of the
company.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment acquired by Group companies are stated at historical cost. Vessels are depreciated to their
salvage value on a straight‐line basis and adjusted for impairment charges, if any. Each vessel’s salvage value is equal to the
product of its lightweight tonnage and an estimated scrap rate less estimated costs of disposal. The carrying value of the
property, plant and equipment in the statement of financial position represents the cost less accumulated depreciation and
any impairment charges. Cost includes expenditures that are directly attributable to the acquisition of the asset. Interest
costs on borrowings to finance the construction of property, plant and equipment are capitalized during the period of time
that is required to complete and prepare the asset for its intended use. Other borrowing costs are expensed.
Expected useful lives and salvage value estimates of long‐lived assets are reviewed annually and, where they differ
significantly from previous estimates, depreciation is changed prospectively. Ordinary repairs and maintenance costs, to the
extent they are ATI's responsibility, are charged to the income statement during the financial period in which they are
incurred. The cost of improvements is included in the asset’s carrying amount when it is probable that the Group will derive
future economic benefits in excess of the originally assessed standard of performance of the existing asset. Improvements
are depreciated over the useful lives of the related assets.

IMPAIRMENT OF LONG‐LIVED ASSETS
Property, plant and equipment and other non‐current assets are reviewed for potential impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable,
mainly independent, cash flows. The Company considers the vessels’ cash generating unit (“CGU”) as the group of ten
product tankers. Although each of the tankers produces its own cash inflows through the bareboat charter contracts, the
profit sharing agreement with Overseas Shipholding Group (“OSG”) is based on the aggregate results of the group of ten
vessels. In addition, management makes decisions regarding the operations and financing of the vessels in the aggregate. An
impairment loss is the amount by which the carrying amount of the assets exceeds the recoverable amount. The recoverable
amount is the higher of the asset’s net selling price and its value in use. The value in use is determined by reference to
discounted cash flows. Most critical in determining the value in use of vessels is determining the estimated profit share on
existing contracts and estimating future revenues from leases. These estimates are primarily influenced by expectations of
future demand in the Jones Act market.
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to determine the
recoverable amount, however not to an extent higher than the carrying amount that would have been determined had no
impairment loss been recognized in prior years.

LEASES
Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance with IFRS
16, and classified as Operating Revenues in the Income Statement.
OTHER NON‐CURRENT ASSETS
Other non‐current assets represent a long‐term receivable balance due from a customer which is accounted for using the
amortized cost method.

TRADE RECEIVABLES
Trade receivables are carried at their anticipated realizable value, which is the original invoice amount less an estimated
valuation allowance for impairment of these receivables. A valuation allowance for impairment of trade receivables is made
when there is objective evidence that the Group will not be able to collect all amounts due according to the original terms of
the receivables.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short‐term highly liquid
investments with original maturities of three months or less.
Cash held for specified uses is restricted to debt service payments.
INTEREST‐BEARING LIABILITIES
All loans and borrowings are initially recognized at cost, being the fair value of the consideration received net of issue costs
associated with the borrowing.
After initial recognition, interest‐bearing loans and borrowings are subsequently measured at amortized cost using the
effective interest method; any difference between proceeds (net of transaction costs) and the redemption value is
recognized in the income statement over the period of the interest‐bearing liabilities. Amortized cost is calculated by taking
into account any issue costs, and any discount or premium.
Gains and losses are recognized in net profit or loss when the liabilities are derecognized, for instance due to significant
modifications to or settlements of existing financing agreements.
INCOME TAXES
Current income taxes
Income tax receivable and payable for the current period are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax law as used to compute the amount are those that are enacted or
substantively enacted at the balance sheet date.
Deferred income taxes
Deferred income tax is provided, using the liability method, on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax assets are recognized for all deductible temporary differences, carry‐forward of unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry‐forward of unused tax assets and unused tax losses can be utilized. The carrying
amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.
Expected utilization of tax losses are not discounted when calculating the deferred tax asset.
Deferred income tax assets are recognized when it is probable that they will be realized. Determining probability requires the
Company to estimate the sources of future taxable income from operations and reversing taxable temporary differences.
Determining these amounts is subject to uncertainty and is based primarily on expected earnings from existing contracts and
expected profit sharing participation.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset
is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
balance sheet date.

ACCOUNTING FOR DERIVATIVE FINANCING INSTRUMENTS AND HEDGING ACTIVITIES
Derivative financial instruments are recognized initially and on a recurring basis at fair value. ATI does not apply hedge
accounting to derivative contracts held.
Changes in the fair value of any derivative instruments are recognized immediately in the income statement.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes.
Estimates of the fair value of interest rate swaps are based on broker quotes, with an adjustment for the Company’s credit
risk as described in note 13. The fair value of derivative short‐term and long‐term financial liabilities is disclosed in note 16
regarding financial instruments.

RELATED PARTY TRANSACTIONS
All transactions, agreements and business activities with related parties are, in the Company's opinion, conducted on an
arm’s length basis according to ordinary business terms and conditions.
REVENUE RECOGNITION
Revenue is recognized only if it is probable that future economic benefits will flow to the group, and these benefits can be
measured reliably. Lease revenues related to fixed term vessel bareboat charter agreements are recognized straight line over
the charter period. Revenue related to profit sharing agreements (see note 18) is recognized when the amount becomes
fixed and determinable.
BASIC AND DILUTED EARNINGS PER SHARE
The calculation of basic earnings per share is based on the profit attributable to ordinary shareholders adjusted for preferred
share dividends using the weighted average number of shares outstanding during the year after deduction of the average
number of treasury shares held over the period. The calculation of diluted earnings per share is consistent with the
calculation of basic earnings per share while giving effect to all dilutive potential ordinary shares that were outstanding
during the period. The Group currently has no potentially dilutive shares outstanding.

EVENTS AFTER THE BALANCE SHEET DATE
A distinction is made between events both favorable and unfavorable that provide evidence of conditions that existed at the
balance sheet date (adjusting events) and those that are indicative of conditions that arose after the balance sheet date (non‐
adjusting events). Financial statements will only be adjusted to reflect adjusting events (although there are disclosure
requirements for non‐adjusting events).

FINANCIAL RISK MANAGEMENT
The Company is part of the American Shipping Company Group, which activities exposes the Group to a variety of financial
risks: market risk (including currency risk, fair value interest risk and price risk), credit risk, cash‐flow interest‐rate risk and
foreign exchange risk. The Group’s overall risk management program, which also includes risk handling in ATI, focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on the Group’s financial performance.
The Group uses derivative financial instruments to hedge certain risk exposures. Risk‐management is carried out under
policies approved by the Board of Directors. The Board of Directors provides principles for overall financial risk management
as well as policies covering specific areas such as foreign exchange risk, interest‐rate risk, credit risk, and use of derivative
financial instruments and non‐derivative financial instruments. Exposure to credit, interest rate and currency risk arises in the
normal course of the Group’s business. Derivative financial instruments are used from time to time to hedge exposure to
fluctuations in foreign exchange rates and interest rates for business purposes.
NEW STANDARDS AND INTERPRETATIONS ADOPTED
IFRS 15 Revenue from contracts with Customers (effective from 1 January 2018)
Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance with IFRS 16, and
classified as Operating Revenues in the Income Statement. As a result, the introduction of IFRS 15 Revenue from contracts
with customers from 1 January 2018 did not have a material impact to the group.
IFRS 9 Financial Instruments (effective from 1 January 2018)
The standard replaced IAS 39 Financial Instruments Recognition and Measurement. The standard includes revised guidance
on classification and measurement of financial instruments, including a new expected credit loss model for calculating
impairment on financial assets. The standard also introduces new general hedge accounting requirements, however
American Shipping Company does not apply hedge accounting to derivatives held.
Classification – Financial assets
IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model in which
assets are managed and their cash flow characteristics. The standard contains three principal classification categories:
measured at amortized costs, Fair Value to Other Comprehensive Income (FVOCI) and Fair Value to Profit and Loss (FVTPL).
Based on its assessment and the nature of financial assets held by American Shipping Company, the current classifications of
the financial instruments held as at 31 December 2018 were not materially impacted.
Impairment – Financial assets and contract assets
IFRS 9 replaces the “incurred loss” model in IAS 39 with a forward‐looking “expected credit loss” (ECL) model. The new
impairment model applies to financial assets measured at amortized cost or FVOCI and contract assets, except for equity
instruments. Under IFRS 9, loss allowance is measured based on either “12‐month ECLs” or “lifetime ECLs”. The Company
applied the simplified approach using “lifetime ECLs” for all trade receivables and contract assets.
Based on the Company’s assessment, no significant changes in loss allowance were deemed necessary in order to satisfy the
impairment requirement under IFRS 9.The transition to IFRS 9 was applied retrospectively and there was no impact the
opening balance of equity as of 1 January 2018. Further, the Company adopted the exemption allowing it not to restate
comparative information for prior years with respect to classification and measurement changes, including impairment
measurement.
IFRS 16:
IFRS 16 Leases is effective for annual periods beginning on or after 1 January 2019, with early adoption permitted. IFRS 16
replaces the existing guidance in IAS 17 Leases. IFRS 16 eliminates the current dual accounting model for lessees and will
establish a single on‐balance sheet‐accounting model that is similar to the current finance lease accounting under IAS 17.
Due to the fact that American Shipping Company is primarily a lessor and lessor accounting under IFRS 16 to a large extent
remains similar to current practice, the adoption of the new standard does not have a significant impact on the financial
statements of American Tanker.

NOTE 2: WAGES AND OTHER PERSONNEL EXPENSES
Wages and other personnel expenses consist of:

Amounts in USD thousands
Wages and bonuses
Social security contributions
Pension costs
Other expenses
Total expense
Average number of employees
Number of employees at year‐end

2019
210
13
5
32
260
1
1

2018
255
12
6
31
303
1
1

The Company has a defined contribution plan for its employees which provides for a contribution based upon
a fixed matching amount plus discretionary percentage of salaries. This expense is included in pension costs
above.

NOTE 3: OTHER OPERATING EXPENSES
Other operating expenses consist of:

Amounts in USD thousands
Rent and leasing expenses
Other operating expenses
Total other operating expenses

2019
45
2,001
2,046

2018
52
2,691
2,743

Other operating expenses primarily relate to selling, general and administrative expenses including legal and
outside consulting costs and fees to auditors for the Company and a management fee from AMSC.

NOTE 4: FINANCIAL ITEMS

Amounts in USD thousands

2019

2018

Financial income
Interest income
Change in mark to market value of interest rate swaps
Financial income

1,738
‐
1,738

1,938
747
2,685

Financial expenses
Interest expense ‐ vessel debt / bond
Interest expense ‐ intercompany
Change in mark to market value of interest rate swaps
Other financial expenses
Financial expenses

(39,830)
(8,523)
(3,235)
(5,476)
(57,063)

(40,401)
(8,455)
‐
(5,120)
(53,977)

NET FINANCIAL ITEMS

(55,325)

(51,292)

Interest income in 2019 includes interest received from Overseas Shipholding Group (OSG) of
USD 1.2 million on the DPO receivable (see note 9) and interest earned on bank deposits of 0.5
million. The corresponding figures from 2018 were USD 1.7 million in interest from OSG and USD
0.2 million in interest on bank deposits.

The Company has interest rate swaps, related to a portion of its vessel debt refinancing.
Estimates of the fair value of the interest rate swaps are obtained from a third party, with an
adjustement for the Company's credit risk as described in note 13.
Other financial expenses in 2019 and 2018 include amortization of loan fees and parent company
guaratee fees.

NOTE 5: TAX
INCOME TAX EXPENSE
Recognized in the income statement

Amounts in USD thousands
Current tax expense/(benefit):
Current year
Total current tax expense/(benefit)
Deferred tax expense/(benefit):
Origination and reversal of temporary differences
Total deferred tax expense/(benefit)
Total income tax expense/(benefit) in income statement

2019

2018

132
132

(89)
(89)

(1,910)
(1,910)
(1,778)

1,409
1,409
1,320

2019
(3,666)
22.3%
(817)

2018
(372)
22.8%
(85)

Reconciliation of effective tax rate:

Amounts in USD thousands
Profit/(loss) before tax
Expected tax expense/(benefit) using nominal US tax rate
Franchise taxes
Tax losses for which no deferred income tax asset was recognised,
net of benefit recognized
U.S. federal and state tax benefit of change in effective rates
Other differences
Total income tax expense/(benefit) in income statement

132

(89)

(66)
(859)
(168)
(1,778)

2,007
‐
(513)
1,320

DEFERRED TAX ASSETS AND LIABILITIES

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority, which through 31
December 2019 for the Company was primarily the U.S. and the Commonwealth of Pennsylvania.
Deferred tax assets and (liabilities) were as follows at 31 December:
United States
Amounts in USD thousands
Net operating losses
Financial derivatives
Vessels
Other
Net deferred tax assets/(liabilities)
Net deferred tax assets not recorded
Net deferred tax assets/(liabilities)

2019
121,225
196
(152,240)
18,719
(12,100)
‐
(12,100)

2018
125,162
(561)
(152,073)
13,525
(13,947)
‐
(13,947)

The Company has federal tax losses carryforward as of 31 December 2019 of USD 543.6 million in the U.S., the last of
which expires in 2038.
On 3 January 2014, American Tanker Holding Company, Inc. (ATHC) and subsidiaries experienced a change of ownership
in the U.S. as defined by Internal Revenue Code Section 382 due to a greater than 50% shift in owners of AMSC stock.
The utilization of the tax losses carryforward as of that date are subject to annual limitations. The NOLs subject to
limitations totaled USD 379.7 million. Any net tax losses recovered but not used in a year will carry over to the following
year. Based on the IRC 382 limits, the Company expects to be able to utilize USD 12.6 million per year from 2019‐2033
of its U.S. tax losses to reduce U.S. taxable income.
The Group's U.S. Federal tax losses in carryforward are comprised of the remaining IRC 382 losses of USD 176.9 million
and the losses through 31 December 2019 of USD 366.7 million. There are no restrictions on the use of the USD 366.7
million net operating loss, the last of which expires in 2038.

NOTE 6: RECEIVABLES AND OTHER CURRENT ASSETS
Trade and other receivables consist of the following items:

Amounts in USD thousands
Trade receivables
Prepaid fees
Total

2019
106
187
293

2018
56
78
134

NOTE 7: EARNINGS PER SHARE
Basic and diluted earnings/(loss) per share are calculated by dividing the profit/(loss) attributable to equity holders of the Company by
the weighted average number of ordinary shares.

Amounts in USD thousands (except number of shares)

2019

2018

(1,889)

(1,692)

Weighted average number of ordinary shares in issue

1,000

1,000

Basic and diluted earnings per share

(1.89)

(1.69)

Profit/(loss) attributable to equity holders of the Company for the period for determination of earnings per share

NOTE 8: PAID IN CAPITAL

The current authorized share capital of ATI is 2,000 ordinary shares. The issued share capital of AMSC as of 31 December 2019 is
1,000 ordinary shares, each with a par value of USD 0.01. No common shares were issued in 2019.
The changes in equity are:

Amounts in USD thousands

31 December 2017
Capital investment from parent
31 December 2018
Capital investment from parent
31 December 2019

Common shares of equity holders of the
parent
Share
Share
Capital
premium

Total
paid in equity

0.01

58,586

58,586

‐

6

6

0.01

58,592

58,592

‐

9

9

0.01

58,601

58,601

NOTE 9: INTEREST‐BEARING LONG‐TERM RECEIVABLE
Interest‐bearing long‐term receivable consists of the following items:

Amounts in USD thousands

2019

2018

Balance at beginning of period

26,736

28,681

Repayments of principal

(1,458)

(1,944)

Balance at end of period

25,278

26,736

Interest‐bearing long‐term receivables relate to a deferred principal obligation (DPO). Pursuant
to the current charter and financing agreements, OSG had the right to defer payment of a
portion of the bareboat charter hire for the first five vessels during the initial seven year fixed
bareboat charter periods. OSG paid a reduced bareboat charter rate and assumed the DPO.
The DPO accrued on a daily basis to a maximum liability of USD 7.0 million per vessel. The DPO
during the initial seven year period was discounted using the estimated market discount rate at
lease inception. After the initial seven years, the DPO is repaid over 18 years at an interest of
6.04%, unless the bareboat charter is terminated earlier at which time the DPO becomes due
immediately. During 2019 and 2018, OSG made repayments on the five vessels delivered
under the arrangement, and those vessels' cash bareboat charter hire continued its full
contractual amount.

NOTE 10: INTEREST‐BEARING LOANS AND LIABILITIES
SECURED LOANS

Amounts in USD thousands

2019

2018

Non‐current secured loans
BNP Paribas borrowings
CIT Bank borrowings

201,000
106,250

237,000
114,584

44,333

29,666

351,583

381,250

Current portion of secured loans
Total secured loans

The secured loans are structured in two separate facilities; one being an initial USD 300 million initial facility secured by eight
vessels with a syndicate of banks with BNP Paribas as agent, and the other an initial USD 150 million facility secured by two
vessels with CIT Maritime Finance as Sole Arranger and CIT Bank, N.A., Prudential Capital Group and AloStar Bank of
Commerce as lenders.
The Company entered into mandatory five year interest rate swaps in December 2015 at an average rate of 164 bps for USD
210 million of the debt. During 2016, the Company entered into four year interest rate swaps at an average rate of 93 bps for
USD 90 million of the debt. The average margin on the secured vessel debt is 325 bps.
UNSECURED BOND PAYABLE

Amounts in USD thousands

2019

2018

Gross bond balance

220,000

220,000

Total unsecured bond issue

220,000

220,000

On 9 February 2017, American Tanker, Inc. ( ATI ), a fully owned subsidiary of AMSC, completed the successful placement of a
five year USD 220 million senior unsecured bond. The bond was widely placed to investors in the U.S., U.K., and Nordic
region. Settlement was on 22 February 2017, with final maturity date on 22 February 2022. The bond has a fixed coupon of
9.25%. On 14 June 2017, ATI listed the USD 220 million unsecured bonds on the Oslo Stock Exchange under the ticker
AMTI01.
The net proceeds from the bond were used to refinance the previous bond which had a maturity in February 2018, and was
held at AMSC. ATI distributed cash to AMSC as a return of capital.
INTERCOMPANY LOANS
The ATI Group and its ultimate parent, AMSC, use intercompany loans from time to time. Below are the outstanding
amounts, including accrued interest for the years then ending.

Amounts in USD thousands
Non‐current liabilities
(Due to) AMSC
Intercompany loan ‐ net (liability)

2019

2018

(86,938)
(86,938)

(85,663)
(85,663)

As of 31 December 2019, AMSC holds a USD 27.7 million loan to ATI. The loan from AMSC is unsecured and bears interest at
the higher of 9.5% or LIBOR plus 7% (9.5% at 31 December 2019) and is paid in kind semi‐annually. The ATI note is payable on
demand by AMSC.

During 2015, in connection with vessel debt refinancing, AMSC made a second loan of USD 52.2 million loan to ATI. The loan
from AMSC is unsecured and bears interest at 10%, which is paid in kind each quarter. The balance as of 31 December 2019 is
USD 59.1 million. The ATI note is payable on demand by AMSC, provided that demand may not be made prior to the maturity
date of the secured vessel debt.

CAPITALIZED FEES
The ATI Group and its ultimate parent, AMSC, use intercompany loans from time to time. Below are the outstanding
amounts, including accrued interest for the years then ending.

Amounts in USD thousands

2019

2018

Unamortized bond loan fees
Unamortized CIT loan fees
Unamortized BNP loan fees

(2,279)
(944)
(1,385)

(2,458)
(1,034)
(2,667)

Total capitalized fees

(4,607)

(6,159)

NOTE 11: OPERATING LEASES

Non‐cancellable operating lease rentals for bareboat charter hire are receivable as follows:
Amounts in USD thousands
Less than one year
Between one and two years
Between two and three years
Between three and four years
Between four and five years
More than five years
Total

2019

2018

88,041
87,801
87,801
44,913
9,168
4,534
322,258

87,801
88,041
52,031
52,031
9,143
13,702
302,749

In December 2019, OSG exercised one of its perpetual 3 year extension options for the bareboat charter agreements for
four of ATI's vessels, moving these charter expiries to December 2023. OSG previously exercised its options to extend
charter agreements for the six other vessels that it charters from ATI As a result, all ten bareboat charter agreements
have now been extended for additional periods. For all vessels excluding the Overseas Tampa, OSG has options to extend
the charter terms for one, three or five years for the remaining useful lives of the vessels. The one‐year extension options
may only be used once for each vessel and OSG has exhausted the opportunity to declare a one year extension for the
four vessels extended in December 2019. OSG holds two five year extension options on the Overseas Tampa, followed by
five one year extensions that may be declared after the two five year extensions are exhausted. All extension options
must be declared 12 months prior to the expiry of the individual bareboat charter.

Non‐cancellable operating lease rentals for office space are payable as follows:
Amounts in USD thousands

2019

2018

Less than one year
Between one and five years
Total

46
63
109

46
15
61

In 2019, ATI extended the lease for the Kennett Square office by two years to April 2022. IFRS 16 became effective as of 1
January 2019 and does not have a material impact on ATI.

NOTE 12: DEFERRED REVENUE AND OTHER PAYABLES
Trade and other payables comprise the following items:
Amounts in USD thousands
Intercompany accounts payable
Accrual of financial costs
Deferred revenue
Other short‐term interest free liabilities
Total

2019

2018

(2,795)
7,401
‐
277
4,883

(2,795)
7,431
7,457
2,139
14,231

Intercompany accounts payable relate to the borrowing of Federal NOLs within the group companies.
Financial costs include interest accrued but unpaid on the unsecured bond issue and secured loans.
Deferred revenue includes one month of OSG's bareboat charter hire, because OSG makes monthly lease payments in
advance. OSG's January 2020 lease payment was received on 3 January 2020 and is therefore not included in the 2019
accounts.
Other short‐term interest free liabilities at 31 December 2019 and 2018 include accruals for overhead costs such as legal
fees, audit fees and payroll liabilities.

NOTE 13: DERIVATIVE FINANCIAL ASSETS AND LIABILITIES
Derivative financial assets and liabilities comprise the following items:
Amounts in USD thousands

2019

Fair value of interest rate swaps
Derivative financial assets

‐
‐

Fair value of interest rate swaps
Derivative financial liabilities

840
840

2018
2,395
2,395
‐
‐

Under the BNP loan facility, the Company entered into interest rate swaps for USD 300 million of the principal amount of
the loan. As of 31 December 2019 and 2018 the market value of derivative financial instruments was negative USD 0.8
million and positive USD 2.4 million, respectively. The fair value of the interest swaps is based on broker quotes. Similar
contracts are traded in an active market and the quotes reflect the actual transactions in similar instruments. In
accordance with IFRS 9, the Company considered the impact its own credit risk would have on the valuation in the market.
It therefore adjusted the risk‐free discount rate to include a credit spread of 200 basis points. The result of the credit
spread differential had a positive impact of USD 52 thousand and negative USD 39 thousand on the fair value of interest
rate swaps at 31 December 2019 and 2018, respectively.

NOTE 14: PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment for 2019 are shown below:
Amounts in USD thousands

Ships

Cost balance at 1 January 2019
Purchases
Cost balance at 31 December 2019

1,076,093
930
1,077,023

Depreciation at 1 January 2019
Depreciation charge for the year
Depreciation at 31 December 2019

365,368
33,839
399,207

Book value at 31 December 2019

677,816

Movements in property, plant and equipment for 2018 are shown below:
Amounts in USD thousands

Ships

Cost balance at 1 January 2018
Cost balance at 31 December 2018

1,076,093
1,076,093

Depreciation at 1 January 2018
Depreciation charge for the year
Depreciation at 31 December 2018

331,533
33,835
365,368

Book value at 31 December 2018

710,725

Depreciation period
Depreciation method

30 years
straight‐line

Each vessel's salvage value is equal to the product of its lightweight tonnage and an estimated scrap rate of USD 400 per ton less estimated
costs of disposal.
Secured property, plant and equipment
At 31 December 2019 vessels with a carrying amount of USD 677.8 million are subject to a registered debenture to secure bank loans (see note
10).
The BNP and CIT credit facilities are secured by, among other things, a first preferred mortgage on eight of the ten product tankers in the case
of the BNP facility, and two of the ten product tankers in the case of the CIT facility. In addition, the credit facilities are secured by collateral
assignments of the insurances, earnings and bareboat charters for those vessels (and certain related guarantees of those bareboat charters and
related supplemental indemnifications by OSG).
Determination of recoverable amounts/Fair value
The Company evaluated any potential impairment of its vessels. Based on its analysis, which included third party appraisals and a discounted
cash flows ("DCF") approach, the Company concluded that no impairment of vessels occurred in 2019 or 2018.
Elements of the DCF, which is used to determine the recoverable amount, include assumptions for bareboat charter hire, profit sharing, asset
lives, salvage value and the Company's weighted average cost of capital ("WACC"). The DCF assumes that OSG renews the lease terms under
their extension options for the remaining useful lives of the vessels under similar conditions as the fixed lease term. To date, OSG has extended
all ten vessels for at least one extension period.

NOTE 15: TRANSACTIONS AND AGREEMENTS WITH RELATED PARTIES
ATI's only shareholder is a ATHC, which is wholly owned by AMSC. AMSC's largest shareholder is a subsidiary of Aker ASA
which holds 19.1 percent of AMSC's shares.
The Group has intercompany loans amongst the group companies. See note 10 for further details.
The Group has agreements with AMSC to share certain group costs such as shared employee costs, audit costs, legal fees, etc.
as well as an agreement for guarantee fees payble to AMSC.
The Group has a service agreement with Aker US Services, LLC which provides tax services. The cost of these services was not
significant, however they are important to the Company's operations.
The Group believes that related party transactions are made on terms equivalent to those that prevail in arm's length
transactions.

NOTE 16: SUBSIDIARIES AND ASSOCIATES
The subsidiaries included in the American Tanker Inc.'s Group account were as follows. Companies owned directly by ATI are highlighted.

2019
American Shipping Corporation (ASC)
ASC Leasing I ‐ X, Inc. (10 legal entities)

ATI's
common
holding %
100%
100%

ATI's
voting share %
100%
100%

Principal
place of business
Kennett Square, PA
Kennett Square, PA

Country
USA
USA

Each of the Company's ten vessels are owned by an individual leasing company, ASC Leasing I ‐ X, Inc. Each of the individual leasing companies have contracts
directly with OSG and vessel debt directly with BNP Paribas or CIT Bank which are covered by overall agreements that tie the arrangements together through
either a framework agreement and/or guarantees.

NOTE 17: FINANCIAL INSTRUMENTS

FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: market risk (including fair value, interest risk and price risk), credit risk, cash‐flow interest‐rate risk and
foreign exchange risk. The Group’s overall risk management program focuses on the unpredictability of financial markets and seeks to minimize potential adverse
effects on the Group’s financial performance. The Group uses derivative financial instruments to hedge certain risk exposures.
Risk‐management is carried out under policies approved by the ultimate parent company, AMSC's Board of Directors. The Board of Directors provides principles for
overall financial risk management as well as policies covering specific areas such as foreign exchange risk, interest‐rate risk, credit risk, and use of derivative financial
instruments and non‐derivative financial instruments.
Exposure to credit, interest rate and currency risk arises in the normal course of the Group's business. Derivative financial instruments are used from time to time to
hedge exposure to fluctuations in foreign exchange rates and interest rates for business purposes. The Company entered into interest rate swaps for a portion of the
secured bank debt.

Credit risk
The carrying amount of financial assets represents the maximum credit exposure.
At 31 December the maximum exposure to credit risk is as follows:
Amounts in USD thousands
Loans and receivables
Cash and cash equivalents
Cash held for specified uses
Total

2019

2018

25,571
25,692
1,668
52,931

26,870
20,524
9,724
57,118

The Group regularly monitors the financial health of the financial institutions which it uses for cash management services and in which it makes deposits and other
investments. ATI responds to changes in conditions affecting its deposit relationships as situations warrant.
Receivables are to be collected from the following types of counterparties:

Amounts in USD thousands
Type of counterparty:
End‐user customer (1)
Other receivables
Total

2019

2018

25,278
293
25,571

26,736
134
26,870

(1)

Due to the nature of the Group's operations, revenues and related receivables, including the DPO, are currently concentrated amongst OSG and its affiliates
The Group continually evaluates the credit risk associated with customers.

Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by delivering cash or
another financial asset. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities
when due, under both normal and stressed conditions.
With regards to making the debt service payments on the BNP and CIT loans, the Group has established cash earnings accounts whereby all charter hire payments are
deposited and utilized for debt service prior to being available for general corporate purposes.

The following are the contractual maturities of financial liabilities including interest payments:
31 December 2019

Amounts in USD thousands

Book value

Contractual cash
flow

6 mths and less

6‐12 mths

1‐2 years

2‐5 years

More than 5
years

Non‐derivative financial liabilities
Unsecured bonds (gross)
Long‐term interest bearing external liabilities (gross)

220,000
351,583

(270,875)
(384,173)

(10,175)
(30,332)

(10,175)
(28,943)

(20,350)
(256,155)

(230,175)
(22,829)

‐
(45,914)

Total as of 31 December 2019

571,584

(655,048)

(40,507)

(39,118)

(276,505)

(253,004)

(45,914)

31 December 2018

Amounts in USD thousands

Contractual cash
flow

Book value

6 mths and less

6‐12 mths

1‐2 years

2‐5 years

More than 5
years

Non‐derivative financial liabilities
Unsecured bonds (gross)
Long‐term interest bearing external liabilities (gross)

220,000
388,094

(288,450)
(450,952)

(10,175)
(25,301)

(10,175)
(26,302)

(30,350)
(306,377)

(237,750)
(38,228)

‐
(54,744)

Total as of 31 December 2018

608,094

(739,402)

(35,476)

(36,477)

(336,727)

(275,978)

(54,744)

Exposure to interest rate risk
The Group is exposed to fluctuations in interest rates for its variable interest rate debt. With regards to the BNP financing, the Group has entered into interest swap
agreements to lock in the interest rate paid. The bond issued in 2017 has a fixed interest rate.
Sensitivity analysis
An increase of 100 basis points in interest rates in the reporting year would have increased /(decreased) equity and profit or loss by
the amounts shown below. This analysis assumes thal all other variables remain constant.
Amounts in USD thousands
Increase/(decrease)
Bank deposits
Financial liabilities
Interest swap
P&L sensitivity (net)

2019

2018

525
(1,215)
2,671
1,981

515
(1,421)
1,264
358

For 2019 and 2018, estimates of the interest swap valuation following the change in interest rates are based on broker quotes, with an adjustment for the Company's credit risk as described
in note 13.

Fair values
Fair value hierarchy
IFRS requires companies to disclose certain information about how fair value is determined in a "fair value hierarchy" for financial instruments recorded at fair value, which for ATI are
derivative financial instruments, or disclosures about fair value measurements which have been identified below. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets and liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). Level 2 includes assets and liabilities whose values are based on quoted prices in
markets that are not active or model inputs that are observable either directly or indirectly.
The only financial instruments that the Company accounts for at fair value are the interest rate swaps as of 31 December 2019 and 2018, which are classified in the Level 2 category described
above. The Company's policy is to recognize transfers into and transfers out of fair value hierarchy levels as of the date of the event or change in circumstances that caused the transfer.
During the year ended 31 December 2019, there were no transfers between categories.
The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the balance sheet as of 31 December 2019 are as follows:
Carrying
amount
2019

Fair
value
2019

Fair
value
hierarchy

Valuation
technique

25,278

20,932

3

Discounted cash flows
at 10%

(840)

(840)

2

Unsecured bonds (gross)

(220,000)

(224,675)

2

Secured loans (gross)

(351,583)

(357,459)

2

Amounts in USD thousands

Interest‐bearing receivables from external companies, maturity greater than 3 years
Interest swap used for economic hedging:
Liabilities

Market comparison
from a third party
OSE trading price at
year‐end
Discounted cash flows
at 4.0%

The fair value of cash, accounts receivable and accounts payable approximate the carrying values due to their short‐term nature.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes. However, derivatives where hedge accounting is not applied are
accounted for as trading instruments.

The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the balance sheet as of 31 December 2018 are as follows:

Amounts in USD thousands

Interest‐bearing receivables from external companies, maturity greater than 3 years
Interest swap used for economic hedging:
Assets

Carrying
amount
2018

Fair
value
2018

Fair
value
hierarchy

Valuation
technique

26,736

21,971

3

Discounted cash flows
at 10%

2,395

2,395

2

Unsecured bonds (gross)

(220,000)

(214,500)

2

Secured loans (gross)

(381,423)

(383,761)

2

The discounted cash flow valuation model considers the present value of expected payments, discounted using the risk adjusted discount rate noted.

Financial instruments measured at fair value

Market comparison
from a third party
OSE trading price at
year‐end
Discounted cash flows
at 4.0%

Type

Interest rate swaps

Valuation technique
Market comparison
technique: The fair values
are based on broker
quotes. Similar contracts
are traded in an active
market and the quotes
reflect the actual
transactions in similar
instruments.

Significant
unobservable
inputs

Not applicable

Inter‐relationship
between significant
unobservable inputs
and fair value
measurement

Not applicable

NOTE 18: AGREEMENTS WITH OSG

ATI's only customer is OSG. The key agreements with OSG include the bareboat charter agreements, DPO agreements and profit sharing agreement.
Under the bareboat charter agreements, OSG pays ATI a fixed daily rate for leasing the vessels and OSG is responsible for operating costs and maintenance of the vessels. The fixed terms five of the bareboat charters run through
December 2022; four of the bareboat charters run through December 2023; and the Overseas Tampa runs to 2025, with options for OSG to extend the charters for 1, 3 or 5 years for the useful lives of the vessels.
Under the DPO agreement (see note 9), OSG defered payment of a portion of the daily bareboat charter hire for the first seven years of vessels 1‐5. This deferred payment accrued on a daily basis to a maximum of USD 7.0 million per
vessel and is now repayable over 18 years after the initial 7 year period.
Under the profit sharing agreement, ATI and OSG share in the profits from OSG's operations of ATI's 10 vessels. The calculation of profit to share is made on an aggregated fleet level. The calculation thus starts with total vessel
revenue, subtracted by defined cost elements, as described below.

Time Charter Hire
Less:
BBC hire
OPEX
OSG profit layer
Management fee
Auditor expenses
Amortization of start‐up costs
Amortization of conversion costs
= Profit to share before Drydock Reserve
Provision, Drydock Reserve True‐Up

Fleet revenue
Bareboat rate paid from OSG to ATI
Crew, maintenance & repairs, insurance, fees & vetting, lubes
Fixed daily rate of USD 4,000/day per vessel
Fixed daily rate plus annual escalation
Actual OSG auditor expenses
Amortized through December 2019
Amortized over ten years

Income subject to Profit Share before covering drydocking costs

The profit to share is then reduced by a drydock reserve provision, adjusted for a drydock reserve true‐up once a drydock has been completed. The drydock reserve provision includes the estimated costs for each Intermediary Repair
Period (IRP), which occurs every 3 years and each special survey occurring every 5 years. In years of weak markets there may be shortfalls in net time charter revenues applied to cover provisions for future drydocks. Such shortfalls
need to be recovered by net time charter revenues in subsequent years with stronger markets. Similarly, if drydock provisions deducted in the profit share calculation are too high, these are adjusted through a true‐up mechanism
once special surveys for individual vessels are completed. The concept of true‐ups ensure that any shortfall or excess in drydock provisions are adjusted to reflect the actual cost of drydocks over the five‐year special survey cycles.

When drydock expenses are covered, ATI’s portion of the profit share must pay down a USD 6.5 million credit negotiated with OSG in 2009, which is the amount of ATI's profit sharing OSG retains prior to having an obligation to remit
cash payments to ATI. After the OSG credit has been fully reduced to zero, ATI will receive its 50% of subsequent profits under the formula above in cash and will recognize profit sharing revenue. ATI's portion of the profit can never
be negative on an annual basis. For the full year 2019 and 2018, the profit share was zero. The calculation of profit sharing for the full year 2019 and 2018 are shown with aggregated, rounded figures in USD millions below.

ATI’s 50% share of the profit (0 for 2019) is used to reduce the OSG credit, which accrues interest at 9.5% per year. The cumulative balance as of the end of 2019 and 2018 for the OSG credit is shown in the table below and as
described above, must be covered prior to ATI being entitled to receive profit share from OSG:
Balance per 31 Dec 2019:
Beginning balance

Accrued

as of 31 Dec 2018

interest

5.9

0.6

OSG credit

Ending balance
Reduction
-

as of 31 Dec 2019
6.5

Balance per 31 December 2018:

OSG credit

Beginning balance

Accrued

Ending balance

as of 31 Dec 2017

interest

Reduction as of 31 Dec 2018

5.4

0.5

-

5.9

NOTE 19: EVENTS AFTER THE BALANCE SHEET DATE

Subsequent to year‐end, ATI closed on the refinancing of its senior secured debt for nine of the vessels with new and existing
lenders. The refinancing is structured in two separate facilities; one being a USD 160 million facility secured by five vessels with
a club of three banks consisting of BNP Paribas, SEB and National Australia Bank and the other, a USD 145 million facility
secured by four vessels, with a syndicate of four lenders consisting of Prudential Private Capital, Siemens Financial Services,
Wintrust Asset Finance and Atlantic Union Equipment Finance.
The two facilities are summarized below:

Subsequent to the end of the year, ATI closed on the refinancing of the outstanding USD 220 million bond, with a new USD 200
million bond plus USD 25 million from the Company’s revolving credit facility. The new bond has a 7.75% semiannual coupon
and matures 2 July 2025.

The Covid‐19 pandemic is causing increased uncertainty around fundamentals relating to the Jones Act tanker market. Demand
for gasoline and jet fuel in the U.S. as well as domestic oil production may decrease in the short term and may remain volatile in
the medium term. The full effect of these external factors and the uncertainty related to how long they will last are likely to
negatively affect both demand for gasoline and jet fuel, as well as reduce crude oil production in the US.

KPMG AS
Sørkedalsveien 6
Postboks 7000 Majorstuen
0306 Oslo

Telephone +47 04063
Fax +47 22 60 96 01
Internet www.kpmg.no
Enterprise 935 174 627 MVA

To the General Meeting of American Tanker Inc.

Independent auditor’s report
Report on the Audit of the Financial Statements
Opinion
We have audited the consolidated financial statements of ATI Tanker Inc. and its subsidiaries (the
Group), which comprise the statement of financial positionV as at 31 December 2019DQG
'HFHPEHU, the income statementV, statementV of other comprehensive incomeV, statementV
of changes in equityDQGcash flowsIRUWKH\HDUVWKHQHQGHG, and notes to the financial statements,
including a summary of significant accounting policies and other explanatory information.
In our opinion the accompanying consolidated financial statements give a true and fair view of the
financial position of the Group as at 31 December 2019DQG'HFHPEHU, its financial
performance and its cash flows for the yearV then ended in accordance with International Financial
Reporting Standards as adopted by the EU.
Basis for Opinion
We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Group as required
by Norwegian laws and regulations, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
Emphasis of matter – Basis for preparation
We draw attention to note 1 to the financial statements, which describes theLU basis for preparation,
including approach to and the purpose for preparing them. The financial statements were prepared for
inclusion in the prospectus in connection with the listing of the Group’s bond loan on the Oslo Stock
Exchange. Our opinion is not modified in respect to this matter.
Responsibilities of Management for the Financial Statements
Management is responsible for the preparation in accordance with law and regulations, including fair
presentation of the financial statements in accordance with International Financial Reporting
Standards as adopted by the EU, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the

American Tanker Inc.

going concern basis of accounting unless management either intends to liquidate the Group or to
cease operations, or has no realistic alternative but to do so.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:
•

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

•

obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

•

evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

•

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

•

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

•

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

We communicate with the Management regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.
Oslo, 2 October 2020
KPMG AS

Monica Hansen
State Authorised Public Accountant
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KEY FIGURES
			
Profit and loss items		

2019

2018

2017

2016

Operating revenues

USD million

87.8

87.8

87.8

88.0

EBITDA

USD million

84.7

84.2

84.8

85.1

Net income

USD million

8.3

8.6

13.3

7.1

						
Normalized EBITDA
Reported EBITDA

USD million					
USD million

84.7

84.2

84.8

85.1
10.2

Profit share

USD million

-

-

-

DPO

USD million

3.6

3.7

3.8

3.9

USD million

88.3

87.9

88.6

99.2

Normalized EBITDA

Cash flow						
Cash flow from operating activities

USD million

35.9

47.7

51.0

56.7

Cash flow from investing activities

USD million

15.4

0.3

15.1

-

Cash flow used in financing activities

USD million

(57.2)

(48.5)

(63.2)

(38.6)

						
Cash as of 31 December

USD million

47.9

53.8

54.3

51.4

Balance sheet						
Interest bearing debt

USD million

567.0

601.9

628.4

664.4

Equity

USD million

165.0

176.1

186.9

195.7

Total assets

USD million

752.4

811.3

847.1

889.4

Equity ratio

Percent

21.9%

21.7%

22.1%

22.0%

The AMSC share						
						
Share price as of 31 December

NOK

32.90

33.30

23.90

24.30

Dividend per share

NOK

2.90

2.76

2.59

3.99

Dividend per share

USD

0.32

0.32

0.32

0.48

Dividend yield

Percent

6.6%

8.3%

10.8%

16.4%
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KEY EVENTS
2019
LIQUIDATION OF PHILLY TANKERS AS
During Q1 2019, AMSC received a liquidating distribution of USD 16.3 million
from Philly Tankers AS (“PTAS”). AMSC
subsequently used USD 10.7 million to repay all outstanding principal and interest
on its subordinated loan from Aker ASA. In
total, AMSC received USD 28.8 million in
after-tax proceeds from the initial USD 25
million investment in PTAS.

OSG CONTRACT EXTENSIONS
In December 2019, OSG exercised one of
its perpetual 3 year extension options for
the bareboat charter agreements for four
of AMSC’s vessels, moving these charter
expiries to December 2023. OSG previously exercised its options to extend charter agreements for the six other vessels
that it charters from AMSC. As a result,
all ten bareboat charter agreements have
now been extended for additional periods.
For all vessels excluding the Overseas
Tampa, OSG has options to extend the
charter terms for one, three or five years

for the remaining useful lives of the
vessels. The one-year extension options
may only be used once for each vessel
and OSG has exhausted the opportunity
to declare a one year extension for the
four vessels extended in December 2019.
OSG holds two five year extension options
on the Overseas Tampa, followed by five
one year extensions that may be declared
after the two five year extensions are
exhausted. All extension options must be
declared 12 months prior to the expiry of
the individual bareboat charter.
SENIOR SECURED DEBT REFINANCING
Subsequent to year-end, AMSC secured
credit approvals from leading ship finance
lenders and U.S. financial institutions to
refinance the current bank debt facilities,
maturing in June 2021, on nine of the
company’s vessels at attractive and improved terms, including average margin
of 298 bps and annual amortization of
USD 23 million for 5 years. The facilities
are subject to documentation and closing
is expected during 2Q2020.
CONTINUED DIVIDENDS
For the financial year 2019, the Company
declared dividends of USD 0.32 per share,
USD 19.4 million in total.

FINANCIAL CALENDAR 2020
27 April
Annual General Meeting 2020
20 May
1st quarter interim results 2020
21 August
2nd quarter interim results 2020
20 November 3rd quarter interim results 2020
(dates subject to change)
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THIS IS
AMERICAN
SHIPPING
COMPANY
American Shipping Company ASA (AMSC) was established in
2005, and is listed on the Oslo Stock Exchange with the ticker
AMSC. The business model of AMSC is to own and bareboat
charter out U.S. built vessels to qualified U.S. citizen operators,
making the Company a pure play Jones Act owner. The objective
of the business model is to generate a stable and predictable
cash flow from long term bareboat leases protected from short
term market fluctuations, with upside potential through profit
sharing arrangements with the charterers.

AMSC currently owns nine modern
handy size product tankers and one
modern handy size shuttle tanker, all
built at Philly Shipyard (PHLY), a leading
U.S. shipyard. All ten vessels are on long
term fixed rate bareboat charters with
Overseas Shipholding Group Inc. (OSG).
In addition, there is a profit sharing
arrangement in place with OSG, providing
the Company with exposure to improving
market conditions. OSG charters the

vessels out on voyage and time charters
to major oil companies and refineries.
OSG has options to renew the bareboat
charters for the life of the vessels.
AMSC is headquartered in Lysaker, Norway, with its principal operating subsidiaries located in Pennsylvania, USA.
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FLEET
OVERVIEW
VESSEL

DESIGN

TYPE

DELIVERED

2019 20

Overseas Houston

Veteran Class MT 46

MR

2007		

Overseas Long Beach

Veteran Class MT 46

MR

2007		

Overseas Los Angeles

Veteran Class MT 46

MR

2007

Overseas New York

Veteran Class MT 46

MR

2008		

Overseas Texas City

Veteran Class MT 46

MR

2008

Overseas Boston

Veteran Class MT 46

MR

2009		

Overseas Nikiski

Veteran Class MT 46

MR

2009

Overseas Martinez

Veteran Class MT 46

MR

2010		

Overseas Anacortes

Veteran Class MT 46

MR

2010		

Overseas Tampa

Veteran Class MT 46

ST

2011		

21

22

23

24

25 2026

Tampa was converted to a shuttle tanker and is on a
10 year BBC backed by a 10 year TC

Bareboat from AMSC to OSG
OSG extension options for life
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Valdez, Alaska

PRIMARY
TRADE
ROUTES
Seattle
WASHINGTON
Portland
OREGON
New York /
New Jersey
Philadelphia
Washington DC

San Francisco
CALIFORNIA

OKLAHOMA

Los Angeles

Cushing
MISSISSIPPI

TEXAS
Houston
Corpus
Christi

LOUISIANA

ALABAMA

Port
Arthur New Orleans

FLORIDA
Tampa
Port Everglades

Crude
Clean
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COMPANY
STRUCTURE
AMERICAN SHIPPING COMPANY ASA

American Tanker Holding Company Inc.

American Tanker Inc.

American Shipping Corporation Inc.

ASC
Leasing
I Inc.

ASC
Leasing
II Inc.

ASC
Leasing
III Inc.

ASC
Leasing
IV Inc.

ASC
Leasing
V Inc.

ASC
Leasing
VI Inc.

ASC
Leasing
VII Inc.

ASC
Leasing
VIII Inc.

ASC
Leasing
IX Inc.

ASC
Leasing
X Inc.

Overseas
Houston

Overseas
Long Beach

Overseas
Los Angeles

Overseas
New York

Overseas
Texas City

Overseas
Boston

Overseas
Nikiski

Overseas
Martinez

Overseas
Anacortes

Overseas
Tampa
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COMPANY
HISTORY
2005

2007

2008

2009

2011

Ї Aker American Shipping
ASA (AKASA) established
and listed on Oslo Stock
Exchange
Ї 	Closed a ten ship bareboat charter agreement
with Overseas Shipholding Group, Inc. (OSG), with
ships delivered between
2007 and 2011

Ї Obtained take-out
financing for ten vessels
and issued NOK 700 million bond for investments
in vessels

Ї Name changed to American Shipping Company
ASA and trading ticker
changed from AKASA to
AMSC

Ї Finalized settlement
agreement with OSG that
settled all commercial
disputes between the
companies

Ї Extended maturity of the
NOK bond for 6 years

2012

2013

2014

2015

2016

Ї Extended maturity of
vessel debt to June 2016
Ї Achieved bareboat charter extensions with OSG
to December 2019

Ї Launched major recapitalization of the Company,
completed in 2014, which
raised USD 128 million in
cash and increased equity
by USD 166 million

Ї Began paying quarterly
dividends
Ї Overseas Tampa converted to a shuttle tanker for
a ten year time charter to
Shell beginning in 2015
Ї Invested USD 25 million
for a 19.6% stake in Philly
Tankers AS with orders
for four product tankers

ЇR
 efinancing of secured
vessel debt completed
with USD 450 million in
new secured debt
Ї Philly Tankers secured
long-term time charters
on its first two ships,
declared its two options
and entered into agreement to sell all four tanker
contracts upon delivery

ЇF
 irst Philly Tankers newbuild contract and related
assets sold to subsidiaries of Kinder Morgan.
Transaction proceeds
distributed during 2017,
with a final liquidation
proceed during 2018

2017

2018

2019

Ї Raised USD 220 million
senior unsecured bond
used to refinance the
outstanding bond with
maturity in February
2018
Ї Received USD 12.5
million in distributions
from Philly Tankers from
its sale of all four product
tanker newbuild contracts

Ї OSG elected to extend
all nine vessels up for
renewal, effectively increasing AMSC’s average
bareboat charter duration
to 3.5 years

Ї Liquidation of PTAS with
USD 16.3 million received,
USD 28.8 million in total
after-tax proceeds
Ї OSG elected to extend
four vessels up for
renewal, effectively increasing AMSC’s average
bareboat charter duration
to 3.7 years
Ї Refinancing of the com
pany’s senior secured
debt well underway, with
expected closing during
2Q2020
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GOALS AND
STRATEGIES
Be a preferred ship owning and lease finance company in the Jones Act market
Generate stable cash flow from long term bareboat charters
Have a modern, safe and operationally friendly fleet
Explore and invest in value creating opportunities for our stakeholders
Ensure an optimal use of capital
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MANAGEMENT

PÅL MAGNUSSEN
PRESIDENT / CEO

MORTEN BAKKE
CFO

LEIGH JAROS
Controller

Mr. Magnussen was appointed CEO and
President of American Shipping Company
ASA effective 1 January 2015. He previously served as the Company’s CFO since
1 June 2014. Prior to joining American
Shipping Company, Mr. Magnussen
served as Director in DNB Markets’
Investment Banking Division, Shipping
and Offshore group for 8 years. Earlier
experience also include 4 years in DNB
Bank’s Shipping and Offshore Division.
Mr. Magnussen has significant experience
from international shipping finance and
been based in New York, Singapore and
Oslo. He holds a MBA from Columbia
University, New York and a Master of
Science degree from Norwegian School
of Management, Oslo. He holds 50,000
shares in the Company

Mr. Bakke was appointed CFO of AMSC
effective 4 April 2016. He has 14 years of
corporate finance, shipping and offshore
experience of which 10 years with DVB
Corporate Finance in London and Oslo
and previously with Chartered Accountants Moore Stephens and Credit Suisse,
both in London. Mr. Bakke has advised
multiple offshore, shipping and private
equity firms on a variety of M&A deals
and holds a MSC in Shipping, Trade and
Finance from Cass Business School and
BA in Business Studies from University
of Greenwich. Mr. Bakke is a Norwegian
national and holds 25,000 shares in the
company through MB Capital AS.

Ms. Jaros joined American Shipping
Company as Controller in July 2008. Ms.
Jaros has over 15 years of corporate
financial experience including financial
reporting, analysis and budgeting. Ms.
Jaros was employed by Aker Philadelphia
Shipyard as its Accounting Supervisor
prior to joining AMSC. Ms. Jaros holds
a Bachelor of Science in Finance and
Economics from West Chester University.
Ms. Jaros is a U.S. citizen and holds zero
shares of stock in the Company.
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BOARD OF DIRECTORS

ANNETTE MALM JUSTAD
Chairman

PETER D. KNUDSEN
Board member

KRISTIAN RØKKE
Board member

Ms. Justad has been a member of
AmericanShipping Company ASA’s Board
of Directors since December 2007. From
2006 through 2010, she held the position
of CEO of Eitzen Maritime Services ASA,
a Norwegian marine shipping services
Company. Prior to that she has held various positions in large companies such as
Yara International ASA, Norgas Carriers/
IM Skaugen ASA, and Norsk Hydro ASA.
Ms. Justad is a member of the Board of
Port of London Authority, Odfjell, Awilco
LNG ASA, Store Norske Kulkompani AS,
Småkraft AS and Norske Tog AS. Ms. Justad holds a Master degree of Technology
Management from MIT (Sloan School)/
NTH/NHH in addition to a MSc in Chemical Engineering from NTH. Ms. Justad
is a Norwegian citizen. Ms. Justad holds
4,523 shares in the Company and has no
stock options. She has been re-elected
for the period 2019-2021.

Peter D. Knudsen is the Managing Partner
of NorthCape AS, a financial advisory firm.
Mr. Knudsen was previously the CEO of
Oslo listed Camillo Eitzen & Co. ASA from
November 2008 to February 2012. Prior
to Camillo Eitzen & Co. ASA, Mr. Knudsen
was employed by Nordea Bank (Shipping
Offshore and Oil Services) for 15 years,
and his last position was as a General
Manager of Nordea Bank in Singapore.
Mr. Knudsen has also been employed with
GIEK, Den norske Creditbank, Jøtun Fonds
and Stemoco Shipping. Mr. Knudsen holds
an MBA from Arizona State University. Mr.
Knudsen is presently a Board member of
Uglands Rederi AS and Pareto Bank ASA.
He is a Norwegian citizen and holds 2,000
shares of stock in the Company through
Vilja AS. Mr. Knudsen has been a Board
Member of American Shipping Company
ASA since 2012 and has been re-elected
for the period 2018-2020.

Kristian Røkke is currently Chief
Investment Officer at Aker ASA. He has
extensive experience from offshore oil
services, shipbuilding industry, M&A and
other transactions. Prior to Aker ASA,
Mr. Røkke was CEO in Akastor, an investment company listed on the Oslo stock
exchange. Mr. Røkke is a board member
of TRG Holding AS, Aker Solution ASA
and Akastor ASA. He holds an MBA from
The Wharton School, University of Pennsylvania. Mr. Røkke is a Norwegian and
American citizen and holds zero shares in
the Company. Mr. Røkke was elected to
the Board of Directors at the Company’s
Annual General Meeting in 2018 for the
period 2018-2020.
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American Shipping Company
ASA (“AMSC” or the “Company”)
is a ship owning and lease
finance company with a modern
fleet of nine product tankers
and one shuttle tanker operating in the U.S. domestic (“Jones
Act”) trades. During 2019, all
ten tankers were in operation
on long term bareboat charters
to Overseas Shipholding Group,
Inc. and its subsidiaries (collectively “OSG”), one of the largest
operators in the Jones Act
tanker market, and domiciled in
Tampa, Florida.

THE GROUP’S BUSINESS ACTIVITIES
The main entities in the AMSC Group
(the “Group”) are the Norwegian holding
company American Shipping Company
ASA and its wholly owned U.S. subsidiaries American Tanker Holding Company,
Inc. (ATHC), American Tanker, Inc. (ATI),
American Shipping Corporation (ASC), and
the ten single purpose leasing companies
(ASC Leasing I through X, Inc.), each
owning one of the ten tankers. American
Shipping Company ASA is domiciled in
Lysaker, Norway, and listed on the Oslo
Stock Exchange, with the U.S. subsidiaries
located in Kennett Square, Pennsylvania.
AMSC’s business model is to own and
long-term bareboat charter-out vessels
for operation in the U.S. Jones Act market,
earning fixed bareboat charter revenues
generating stable cash flows to protect
against short-term market fluctuations,
and, in addition, with profit share potential generated by the bareboat charterers’
operations in the time or voyage charter
markets.
In accordance with this policy, all of AMSC’s vessels are on long-term fixed rate
bareboat charters with OSG, together
with a profit sharing agreement which
gives AMSC the upside of sharing the
profits generated by OSG. OSG employs
the vessels on voyage and time charters
to major oil companies, refineries and
trading companies.
The vessels were built at Philly Shipyard
(“PHLY”), a leading U.S. shipyard and
delivered between 2007 and 2011.

The Company has no research and development activity.
THE JONES ACT MARKET
The U.S. cabotage law, commonly
referred to as the Jones Act, requires all
commercial vessels transporting cargoes
between points in the United States to be
U.S. built, owned, operated and manned
by U.S. citizens, and registered under the
U.S. flag.
AMSC’s operation in the Jones Act market
is made possible by the lease finance
exception of the Jones Act, which permits
foreign ownership of the ships under
certain conditions. Compliance with the
lease finance exception requires, among
other things, that the vessels be bareboat
chartered to qualified U.S. citizen operators, such as OSG.
KEY EVENTS 2019
OSG contract extensions
In December 2019, OSG exercised one of
its perpetual 3 year extension options for
the bareboat charter agreements for four
of AMSC’s vessels, moving these charter
expiries to December 2023. OSG previously exercised its options to extend charter agreements for the six other vessels
that it charters from AMSC. As a result,
all ten bareboat charter agreements have
now been extended for additional periods.
For all vessels excluding the Overseas
Tampa, OSG has options to extend the
charter terms for one, three or five years
for the remaining useful lives of the
vessels. The one-year extension options
may only be used once for each vessel
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and OSG has exhausted the opportunity
to declare a one year extension for the
four vessels extended in December 2019.
OSG holds two five year extension options
on the Overseas Tampa, followed by five
one year extensions that may be declared
after the two five year extensions are
exhausted. All extension options must be
declared 12 months prior to the expiry of
the individual bareboat charter. An overview of bareboat charter durations and
remaining extension options is provided in
the table below.

improved terms, including weighted average interest of LIBOR plus 298 bps and
annual amortization of USD 23 million
for 5 years. The facilities are subject to
documentation and closing is expected
during 2Q2020.

Liquidation of Philly Tankers AS
During Q1 2019, AMSC received a liquidating distribution of USD 16.3 million
from Philly Tankers AS (“PTAS”). AMSC
subsequently used USD 10.7 million to
repay all outstanding principal and interest on its subordinated loan from Aker
ASA. In total, AMSC received USD 28.8
million in after-tax proceeds from the
initial USD 25 million investment in PTAS.

The Company’s policy with respect
to dividends is driven by the Board’s
commitment to return value to its
shareholders while also prudently managing its balance sheet and maintaining
financial flexibility to pursue growth and
diversification opportunities. Dividend
payments depend on, among other
things, performance of existing contracts
including outlook for profit share, and
will be considered in conjunction with the
Company’s financial position, debt covenants, capital requirements, and market
conditions going forward. The Covid-19
pandemic could affect the Company’s
ability to continue paying dividends. See
more discussion in the Risks section.

Senior secured debt refinancing
During the fourth quarter 2019, AMSC
negotiated term sheets with a group
of banks and financial institutions.
Subsequent to year-end, AMSC secured
credit approvals from leading ship finance
lenders and U.S. financial institutions to
refinance the current bank debt facilities,
maturing in June 2021, on nine of the
company’s vessels at attractive and

Continued dividends
For the financial year 2019, the Company
declared dividends of USD 0.32 per share,
USD 19.4 million in total. The Company’s
fixed bareboat revenue currently supports this dividend level.

REVIEW OF THE ANNUAL ACCOUNTS
AMSC prepares and presents its consolidated accounts according to International

		
Vessel

Charter Expiration Remaining Charter Extension Options

Overseas Houston
Overseas Long Beach
Overseas Los Angeles
Overseas New York
Overseas Texas City
Overseas Boston
Overseas Nikiski
Overseas Martinez
Overseas Anacortes
Overseas Tampa

Dec 2022
Dec 2022
Dec 2022
Dec 2022
Dec 2022
Dec 2023
Dec 2023
Dec 2023
Dec 2023
Jun 2025

1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
Unlimited 3 and 5 year
Unlimited 3 and 5 year
Unlimited 3 and 5 year
Unlimited 3 and 5 year
2 x 5 year followed by 5 x 1 year

Financial Reporting Standards (IFRS) as
adopted by the EU, and has one operating segment.
Profit and loss accounts
In 2019 and 2018, AMSC had operating
revenues of USD 87.8 million each,
a reflection of the Company’s stable,
predictable business model. Revenues
are recognized on a monthly basis and
represent the income from the bareboat charter agreements. There were
no profits generated under the profit
sharing agreement with OSG in 2019 or
2018. Any profits generated under the
profit sharing agreement are first used
to offset the OSG credit balance. In the
agreement with OSG, the “OSG credit” is
the amount of AMSC’s profit sharing that
OSG retains prior to having an obligation
to remit profit sharing payments to
AMSC. After the OSG credit has been
fully reduced to zero, AMSC will receive
its 50% share of the subsequent profit
in cash. The Company’s operating profit
before interest, taxes, depreciation and
amortization (EBITDA) amounted to USD
84.7 million in 2019 compared to USD
84.2 million in 2018.
Depreciation was USD 33.9 million in
2019 versus USD 33.8 million in 2018.
AMSC’s operating profit (EBIT) was USD
50.8 million in 2019 versus USD 50.4
million in 2018.
Net financial items were negative USD
44.0 million in 2019 compared to negative USD 40.5 million in 2018. Net financial items of negative USD 44.0 million
in 2019 consist primarily of net interest
expense of USD 37.7 million and other
financial expenses of USD 3.1 million, and
non-cash loss on the mark-to-market
valuation of interest rate swap agreements of USD 3.2 million. Net financial
items of negative USD 40.5 million in
2018 consist primarily of net interest
expense of USD 38.7 million and other
financial expenses of USD 2.5 million, offset by unrealized, non-cash gain on the
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mark-to-market valuation of interest rate
swap agreements of USD 0.7 million.
Net profit before tax for 2019 and 2018
was USD 6.8 million and USD 9.9 million,
respectively.
Non-cash deferred income tax benefit
was USD 1.6 million in 2019 (USD 1.4
million expense in 2018). Income tax expense in 2019 was USD 0.1 million (USD
0.1 million benefit in 2018). The benefit
in 2018 is due to reversal of prior year
expenses for which the Company has
negotiated with certain states to avoid
state tax penalties.
AMSC’s 2019 net income was USD 8.3
million versus USD 8.6 million in 2018.
The 2019 basic and diluted earnings
per share (EPS) were USD 0.14. The
corresponding figures for 2018 were USD
0.14, for both basic and diluted EPS.
Cash flow
The Company’s operating cash flow is
primarily composed of bareboat charter
hire and DPO received less interest
paid. Total net cash flow from operating
activities in 2019 was positive USD 35.9
million (USD 47.7 million in 2018).
Net cash flow from investing activities
was positive USD 15.4 million in 2019,
representing a liquidation distribution
from PTAS of USD 16.3 million, offset by
investments in ballast water treatment
systems of USD 0.9 million. The corresponding figure for 2018 was positive
USD 0.3 million in 2018, representing U.S.
tax payments made by PTAS on behalf of
AMSC. There were no investments made
in 2018.
Net cash flow used in financing activities
in 2019 was USD 57.2 million, which
included USD 29.8 million in vessel
debt installments, USD 19.4 million in
dividends paid/return of capital, USD 6.7
million to repay Aker ASA subordinated
loan and USD 1.3 million in loan fees

paid. Net cash flow used in financing
activities in 2018 was USD 48.5 million,
which included USD 28.4 million in vessel
debt installments, USD 19.4 million in
dividends paid/return of capital and USD
0.7 million in loan fees paid.
Statement of financial position
and liquidity
As of 31 December 2019, American Shipping Company had cash on deposit with
banks totaling USD 47.9 million. Of this
total amount, USD 1.6 million is cash held
for specified uses. The corresponding
amounts for 2018 were USD 53.8 million
in cash on deposit with banks and USD
2.7 million in cash held for specified uses.
Other current assets were USD 0.4
million as of 31 December 2019 and USD
0.2 million as of 31 December 2018.
Property, plant and equipment as of 31
December 2019 was USD 678.9 million
(USD 711.8 million as of 31 December
2018), and includes ten vessels.
Interest-bearing long-term receivables
totaled USD 25.3 million as of 31 December 2019 (USD 26.7 million as of 31
December 2018) and represent the DPO
due from OSG.
Other long-term assets totaled USD 16.4
million as of 31 December 2018 and
represent AMSC’s investment in Philly
Tankers, which was liquidated in 2019.
At 31 December 2019, total assets were
USD 752.4 million (USD 811.3 million as
of 31 December 2018).
At 31 December 2019, total equity was
USD 165.0 million. The equity ratio was
21.9% of total assets. Corresponding
amounts for 2018 were USD 176.1 million and 21.7%, respectively.
Total current liabilities as of 31 December
2019 were USD 52.5 million, consisting
of USD 44.3 million for short-term

interest bearing debt and USD 8.2 million
for accrued interest and other payables.
The corresponding total current liabilities
as of 31 December 2018 were USD 49.9
million, consisting of USD 29.6 million
for short-term interest bearing debt and
USD 20.3 million for deferred revenues,
accrued interest and other payables.
Non-current liabilities totaled USD 534.9
million at 31 December 2019, consisting
of bank debt of USD 307.3 million related
to the ten vessels owned by AMSC, a
bond issue of USD 220.0 million, deferred
tax liability of USD 11.4 million and
derivative financial liabilities of USD 0.8
million, offset by unamortized loan fees
of USD 4.6 million. Non-current liabilities
totaled USD 585.3 million at 31 December 2018, consisting of bank debt of USD
351.8 million related to the ten vessels
owned by AMSC, a bond issue of USD
220.0 million, a subordinated loan from
Aker ASA of USD 6.7 million and deferred
tax liability of USD 13.0 million, offset by
unamortized loan fees of USD 6.2 million.
Tax position
AMSC has federal net operating losses in
carryforward (NOLs) as of 31 December
2019 of USD 547.0 million in the U.S.
and USD 85.6 million in Norway. These
NOLs have been generated since 2005
from the tax losses of the Company,
which in the U.S. are mostly due to the
accelerated depreciation of the vessels
for tax purposes (10 years) and in Norway
are mainly due to the interest cost on the
original 2007 bond loan.
See note 5 in the consolidated accounts
for further information.
RISKS
Counterparty risk and charter
renewal risk
The risks facing AMSC principally relate
to the commercial and financial performance of OSG and from OSG’s operation
of our vessels, re-chartering risk as well
as overall Jones Act market risk.
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Since OSG is currently AMSC’s only
counterparty, AMSC is exposed to OSG’s
credit risk. As charterer of all of the
Company’s vessels, OSG continued to
service its financial obligations to AMSC
in 2019 on time, including payments on
the DPO receivable. AMSC’s charter renewal risk has been reduced in 2019 and
2018 with OSG’s election to exercise its
options on all vessels up for renewal.
AMSC enjoys downside protection with
“come hell or high water” bareboat contracts and OSG’s evergreen extension
options.
The Covid-19 pandemic and the current
price war on crude oil between OPEC and
Russia is causing increased uncertainty
around fundamentals relating to the
Jones Act tanker market. Demand for
gasoline and jet fuel in the U.S. as well as
domestic oil production may decrease in
the short term and may remain volatile in
the medium term.
AMSC continues to closely monitor its
employment and counterparty risk, as
well as Jones Act tanker market fundamentals.
Financial risk and risk management
AMSC’s activities expose it to a variety of
financial risks: market risk, currency risk,
interest rate risk, counterparty risk, price
risk, credit risk, and liquidity risk. AMSC’s
overall risk management program focuses on the unpredictability of financial
markets and seeks to minimize potential
adverse effects on AMSC’s financial
performance. AMSC uses derivative
financial instruments to hedge certain
risk exposure.
AMSC operates in a business environment that is capital intensive. The Company is dependent upon having access
to long-term funding for the vessels and
other loan facilities to the extent its own
cash flow from operations is insufficient
to fund its operations. Subsequent to
year-end, AMSC secured credit approvals

from leading ship finance lenders and
U.S. financial institutions to refinance
the current bank debt facilities, maturing
in June 2021, on nine of the company’s
vessels at attractive and improved
terms, including weighted average
interest of LIBOR plus 298 bps and
annual amortization of USD 23 million
for 5 years. The facilities are subject to
documentation and closing is expected
during 2Q2020. The tenth vessel’s
secured debt matures in 2025. The bond
loan matures in February 2022.
Through the vessel financing, the Company is exposed to fluctuations in interest
rates on its long-term debt. The interest
rate risk related to the vessel financing is
partially mitigated by the use of interest
rate swap agreements to hedge the
interest rate risk. The Company entered
into interest rate swaps to convert its
floating rate debt to fixed rates for USD
300 million of its vessel debt (USD 237.0
million as of 31 December 2019).
AMSC is subject to financial covenants
under the secured bank loans relating
to minimum liquidity and collateral, and
leverage and debt service ratios. AMSC
is subject to financial covenants under
the bond related to minimum liquidity
and maximum leverage. AMSC was in
compliance with all of its debt covenants
as of 31 December 2019.
THE GOING CONCERN ASSUMPTION
In view of AMSC’s financial position,
the Board confirms the going concern
assumptions and that the 2019 annual
accounts have been prepared based on
the assumption of a going concern.
The world is currently in the middle of the
Covid-19 crisis, and how this will unfold
remains uncertain. In a worst-case
scenario, the crisis may have substantial
negative effects on the economy, and
thereby also have a negative effect on
AMSC. The Covid-19 crisis increases the
risk regarding the going concern assump-

tion for most companies. Although the
risk has increased, the assessment is
that the entity has the ability to continue
as a going concern.
Therefore, pursuant to section 3-3a
of the Norwegian Accounting Act, the
Board of Directors confirms that the
going concern assumption, on which the
financial statements have been prepared,
is deemed appropriate.
Parent company accounts and allocation
of income for the year
The profit and loss account of American
Shipping Company ASA (“AMSC ASA”)
shows a profit for the year 2019 of USD
10.2 million, due to management and
guarantee fees to its subsidiaries and
interest income on intercompany loans.
AMSC ASA is the Norwegian parent
company owning 100% of the U.S. subsidiaries.
The Board of Directors proposes that the
profit for the year be allocated as shown
below:
Dividend payments
Transferred from
share premium
Transferred to
other equity
Total allocated

USD 19.4 million
(USD 19.4 million)
USD 10.2 million
USD 10.2 million

The Board of Directors was granted
authorization to pay dividends based on
the Company’s annual accounts for 2018
at the Annual General Meeting in 2019,
which is valid up to the Company’s Annual General Meeting in 2020 subject to the
Board evaluating the liquidity position of
the Company. Such authorization facilitates payment of dividend by the Board
of Directors on a quarterly basis.
Subsequent to year-end, the Board
declared a dividend/return of capital of
USD 0.08 per share (USD 4.8 million in
aggregate) on 27 February 2020. The dividend was paid on 16 March 2020.
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Corporate governance and
internal control
American Shipping Company ASA’s
corporate governance policy exists to
ensure an appropriate division of roles
among the company’s owners, board of
directors, and executive management.
Such a separation of roles ensures that
goals and strategies are prepared, adopted corporate strategies are implemented,
and the results achieved are subject to
verification and follow-up. An appropriate
division of responsibilities and satisfactory internal controls will contribute to
the greatest possible value creation over
time, to the benefit of shareholders and
other stakeholders. AMSC’s corporate
governance guidelines are presented in
greater detail on page 73 of this annual
report and it is the Board’s opinion that
the Company’s corporate governance
policy is effectively applied. Based on
the relatively simple business model
and small size of the Company’s staff,
the Board believes that adequate steps
have been taken to mitigate the internal
control risk.
Good corporate governance, that is,
proper board conduct and company
management, are key to AMSC’s efforts
to build and maintain trust. AMSC is
committed to maintaining an appropriate
division of responsibilities between the
Company’s governing bodies, its Board of
Directors, and management. AMSC has
compared the Norwegian requirements
and recommendations on corporate
governance for listed companies with the
Company’s own corporate governance
procedures and practice. The findings
show that the Company is in compliance
with respect to the requirements and
substantially in conformance with those
recommendations.
The Company’s board chairman is
elected at the Company’s annual shareholders’ meeting and the shareholder-elected directors are elected for two
year terms.

The Board members of AMSC as of 31
December 2019 are as follows:
Chairman
Board Member
Board Member

Annette Malm Justad
Peter D. Knudsen
Kristian Røkke

Further description of the Board Members is on page 12.
CORPORATE SOCIAL RESPONSIBILITY
In accordance with the Norwegian Accounting Act §3-3, section c, the Board
has assessed AMSC’s Corporate Social
Responsibility (CSR) in the following
areas: human rights, labor standards,
environment and corruption.
AMSC’s modern, double-hulled tanker
fleet meets the current requirements
of the U.S. Coast Guard. Under its lease
agreements, OSG is responsible for the
day to day operation of the vessels. In
addition, the ships’ crews are managed
by OSG. OSG is one of the largest ship
operators in the U.S. Jones Act and OSG
has a commitment to meeting and
exceeding environmental regulations and
social responsibility and safety standards.
Because AMSC has only three employees, the Company has a limited direct
environmental impact. Since all of
AMSC’s vessels are operated by OSG,
we do not have formal policies covering
safety of personnel, workers’ rights and
the environment. Nevertheless, our
policy is to meet our responsibilities by
choosing a reputable business partner to
operate our vessels and by following the
laws and regulations applicable to our
employees. We believe both AMSC and
OSG share a common commitment to
work safely and in a manner that protects
and promotes the health and well-being
of the employees and the environment.
OSG is obligated to notify AMSC if (i) any
of the vessels are involved in an accident
involving repairs, the cost of which is
likely to exceed $500,000, (ii) events have
occurred whereby any of the vessels are

likely to become a total loss, or (iii) any of
the vessels have been arrested or someone has exercised or purports to exercise
a lien on the vessel. If OSG makes a claim
under its hull policy in connection with an
accident involving damage to the vessel
in excess of $ 500,000, AMSC would be
notified by the hull underwriters. There
have been no such reported incidents
during 2019.
The Company has three full time employees who are senior executives who
work in offices in the United States and
Norway. AMSC has agreements with Aker
ASA and Aker U.S. Services, LLC which
primarily include office services and tax
services. The Company allows a flexible
working schedule and work location for
its employees.
American Shipping Company ASA seeks
to be an attractive employer, focused
on employee retention, and maintains a
working environment with competitive
compensation and benefits that is open
and fair. AMSC is committed to providing
equal opportunity regardless of race,
ethnic background, gender, religion, age
or any other legally protected status.
Because the Company has so few
employees, its human resource policies,
including those on discrimination, are
not formalized but follow the laws and
practices customary to the geographical
location of each of its offices.
At year-end 2019, one of AMSC’s
employees is a woman (Controller). In
addition, the chairman of the board of
directors is a woman.
The Company values open communication and the Board takes a hands on
approach to AMSC’s governance. With
the small size of AMSC’s staff and the
location and nature of its operations,
the Board sees the risk of corruption as
low although it has implemented formal
procedures to address risks related to
segregation of duties inherent in a com-
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pany with so few employees. AMSC does
not have any other initiatives ongoing to
address corruption.

strengthening conditions, resulting in
gradually higher time charter rates for
longer durations.

OUTLOOK
The U.S. Jones Act market, which has
been in existence since 1920, is expected
to remain in existence and thereby
protect and preserve the need for all
commercial vessels transporting cargoes
between points in the United States to be
U.S. built, owned, operated and manned
by U.S. citizens, and registered under U.S.
flag.

The current conditions in the Jones Act
tanker market are a result of negative
fleet growth over the past two years, in
combination with gradually increasing
demand for transportation of clean
products as well as a crude shipping
transportation.

The Covid-19 virus continues to spread
across the world. With its growing impact on the world economy, the financial
impact of the pandemic is currently highly
uncertain.
The Jones Act tanker market ended 2019
with multiple time charters being fixed at
around USD 60,000 per day. All Jones Act
MR tankers are now on time charter contracts and AMSC’s fleet is fully booked for
most of 2020.
As a result of the tightening market, one
to three year time charter contracts are
now returning as oil majors are more
interested in locking in tonnage forward.
AMSC is of the opinion that we are in a
multi-year period with a stable Jones Act
tanker market which is demonstrating

The order book for new vessels is
practically empty and older vessels are
continuing to be removed from the fleet.
This trend is expected to continue for the
coming years with limited yard capacity
effectively increasing newbuild cost
and delaying potential delivery times.
Expensive maintenance capex makes it
unattractive to keep investing in older
vessels, and we expect the remaining 8
vessels older than 35 years to leave the
fleet over the next several years.
The long term market fundamentals
driving demand for shipping clean products in the U.S. market remain stable,
although the current uncertainty imposed
by the Covid-19 virus pandemic may lead
to increased volatility in clean products
trade. The Jones Act crude trade may
also experience increased volatility as
the current oil price war between OPEC
and Russia is unfolding. The full effect of

these external factors and the uncertainty related to how long they will last are
likely to negatively affect both demand
for gasoline and jet fuel, as well as reduce
crude oil production in the U.S.
AMSC continues to enjoy downside
protection with “come hell or high water”
bareboat contracts, with five product
tankers secured until December 2022,
four product tankers secured until
December 2023 and one shuttle tanker
secured until June 2025. In a prolonged
strong Jones Act tanker market, the
Company may benefit from a profit share
arrangement with OSG, which provides
upside beyond fixed contracted rates.
Following extension of the Company’s
bareboat charter agreements and closing
of the senior secured debt refinancing,
which moves all senior secured debt
maturities to 2025, AMSC will shift its
focus to address its USD 220 million unsecured bond with maturity in Q1 2022
and develop select growth opportunities
in the Jones Act market and beyond. Any
expansion would aim to diversify the fleet
composition, market exposure, and customer base as well as provide accretion
for shareholders.

Lysaker, 2 April 2020
The Board of Directors
American Shipping Company ASA
		
Annette Malm Justad
Peter D. Knudsen
Kristian Røkke
Chairman
Board Member
Board Member
		
Pål Magnussen
President/CEO
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Today, the Board of Directors and the President/CEO
reviewed and approved the
Board of Directors’ Report and
the consolidated and parent
company annual financial
statements for American
Shipping Company ASA as
of and for the year ended
31 December 2019 (Annual
Report 2018).

American Shipping Company ASA’s consolidated financial statements have been
prepared in accordance with International
Financial Reporting Standards as adopted
by the EU and additional disclosure requirements in the Norwegian Accounting
Act. The separate financial statements
for American Shipping Company ASA
have been prepared in accordance with
the Norwegian Accounting Act and
Norwegian accounting standards as of 31
December 2019. The Board of Directors’
Report for the group and the parent
company is in accordance with the requirements in the Norwegian Accounting
Act and Norwegian Accounting Standard
no. 16 as of 31 December 2019.

The consolidated and parent annual
financial statements give a true and fair
view of the assets, liabilities, financial
position and profit as a whole as of and
for the year ended 31 December 2019 for
the group and the parent company.
The Board of Directors’ Report for the
group and the parent company includes a
true and fair review of:
t he development and performance of
the business and the position of the
group and the parent company
t he principal risks and uncertainties
the group and the parent company
face

To the best of our knowledge:
The consolidated and parent annual
financial statements for 2019 have been
prepared in accordance with the applicable accounting standards.

Lysaker, 2 April 2020
The Board of Directors
American Shipping Company ASA
		
Annette Malm Justad
Peter D. Knudsen
Kristian Røkke
Chairman
Board Member
Board Member
		
Pål Magnussen
President/CEO
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AMERICAN SHIPPING COMPANY
GROUP

CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
			
		
Amounts in USD thousands
Note

31. Dec.
2019

31. Dec.
2018

ASSETS				
Property, plant and equipment

6

678 850

711 780

Interest-bearing long-term receivables

7

25 278

26 736

Derivative financial assets

9

-

2 395

Equity accounted investees

12

-

16 405

704 128

757 316

Total non-current assets		

				
Other receivables

8

380

221

Cash held for specified uses

16

1 606

2 766

Cash and cash equivalents

16

46 244

51 034

48 230

54 020

Total current assets		

				
Total assets		

752 358

811 336

EQUITY AND LIABILITIES				
Share capital and share premium

11

205 627

225 025

(40 656)

(48 958)

Total equity attributable to equity holders of the parent

164 971

176 066

Total equity		

164 971

176 066

Accumulated deficit		

				
Interest-bearing loans

13

522 643

572 269

Deferred tax liabilities

5

11 385

13 022

Derivative financial liabilities

9

840

-

Total non-current liabilities		

534 868

585 291

				
Interest-bearing loans

13

44 333

29 667

Deferred revenues and other payables

15

8 068

20 139

Tax payable

5

117

174

Total current liabilities		

52 519

49 979

Total liabilities		

587 387

635 270

				
Total equity and liabilities		
Lysaker, 2 April 2020
The Board of Directors
American Shipping Company ASA

Annette Malm Justad
Chairman

Peter D. Knudsen
Board Member

752 358

Kristian Røkke
Board Member

811 336

Pål Magnussen
President/CEO
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AMERICAN SHIPPING COMPANY
GROUP

CONSOLIDATED INCOME
STATEMENT
			
			
Amounts in USD thousands
Note
2019
2018
Operating revenues

14

87 804

87 801

Wages and other personnel expenses

2

(1 146)

(1 847)

Other operating expenses

3

(1 979)

(1 734)

Operating profit before depreciation		

84 679

84 221

				
Depreciation

6

(33 860)

(33 856)

Operating profit		

50 820

50 365

				
Net loss from equity accounted investees

4

(113)

-

Financial income

4

(1 045)

3 113

Financial expenses

4

(42 864)

(43 567)

Income before income tax 		

6 798

9 911

				
Income tax (expense) / benefit

5

1 505

(1 320)

Net income for the year *)		

8 302

8 591

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
			
			
Amounts in USD thousands (except per share)
Note
2019
2018
Net income for the year		

8 302

8 591

Other comprehensive income for the period, net of tax		

-

-

Total comprehensive income for the year *)		

8 302

8 591

				
Basic and diluted earnings per share

10

0.14

0.14

*) Applicable to common shareholders of the parent company.
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AMERICAN SHIPPING COMPANY
GROUP

CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
			
		
Amounts in USD thousands
Note

Share
Capital

Share
Premium

Accum.
deficit

Total
equity

Balance at 31 December 2017		

96 366

148 056

(57 550)

186 872

						
Total comprehensive income for the year		

-

-

8 591

8 591

Dividends paid / return of capital

-

(19 397)

-

(19 397)

11

						
Balance at 31 December 2018		

96 366

128 659

(48 959)

176 066

						
Total comprehensive income for the year		

-

-

8 302

8 302

Dividends paid / return of capital

-

(19 397)

-

(19 397)

11

						
Balance at 31 December 2019		

96 366

109 261

(40 656)

164 971
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AMERICAN SHIPPING COMPANY
GROUP

CONSOLIDATED CASH FLOW
STATEMENT
			
			
Amounts in USD thousands
Note
2019
2018
Net income before taxes		

6 798

9 911

Non-cash profit according to equity method and
other non-cash items		

3 130

2 927

Unrealized (gain) interest swaps

9

3 235

(747)

Net interest expense

4

37 672

38 729

Depreciation

6

33 860

33 856

(Increase)/decrease in:				
Other current assets

8

(274)

(289)

Other long-term operating assets

7

1 458

1 944

Increase/(decrease) in:				
Accrued liabilities and other payables

15

(8 360)

(662)

Interest paid

4

(43 798)

(40 275)

Interest received

4

2 189

2 366

Net cash flow from operating activities		

35 909

47 760

				
Investments in ships

6

(930)

-

Distributions received from equity accounted investee

12

16 292

281

15 362

281

Net cash flow used in investing activities		

				
Repayment of interest bearing loans

13

(36 511)

(28 388)

Loan fees paid

13

(1 313)

(725)

Dividends paid / return of capital

11

Net cash flow from financing activities		

(19 397)

(19 397)

(57 221)

(48 510)

				
Net change in cash and cash equivalents		

(5 950)

(470)

				
Cash and cash equivalents, including cash for
specified uses as of 1 January		

53 800

54 269

Cash and cash equivalents, including cash for
specified uses as of 31 December		

47 850

53 800
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AMERICAN SHIPPING COMPANY
GROUP

NOTES TO THE CONSOLIDATED
ACCOUNTS
NOTE 1:

ACCOUNTING PRINCIPLES
CORPORATE INFORMATION
American Shipping Company ASA (the Company, the Group or AMSC) is incorporated and domiciled in Norway. The address
of the main office is Oksenøyveien 10, P.O. Box 230, NO-1366 Lysaker, Norway. American Shipping Company ASA is listed
on the Oslo Stock Exchange.
The principle activity of the business is to purchase and bareboat charter out product tankers, shuttle tankers and other
vessels to operators and end users in the U.S. Jones Act market.
STATEMENT OF COMPLIANCE
The consolidated financial statements of American Shipping Company ASA and all its subsidiaries (AMSC) have been
prepared in accordance with International Financial Reporting Standards as adopted by the European Union (IFRS).
These accounts have been approved for issue from the Board of Directors on 2 April 2020 for adoption by the General
Meeting on 27 April 2020.
BASIS FOR PREPARATION
These consolidated financial statements have been prepared on a historical cost basis, except for derivative financial
instruments that have been measured at fair value. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
The consolidated financial statements are presented in USD (thousands), except when indicated otherwise.
USE OF ESTIMATES
The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect
the reported amounts in the financial statements. Although these estimates are based on management’s best knowledge
of current events and actions, actual results may ultimately differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized
in the period in which the estimates are revised if the revision affects that period or in the period of revision and future
periods if the revision affects both current and future periods.
Critical accounting estimates and assumptions include revenue recognition, accounting for property, plant and equipment,
and impairment. The significant factors that affect these estimates and assumptions are detailed in the accompanying
financial statements and footnotes.
GROUP ACCOUNTING, CONSOLIDATION PRINCIPLES AND EQUITY INVESTEES
The consolidated financial statements of AMSC Group include the financial statements of the parent company American
Shipping Company ASA and its subsidiaries. Subsidiaries are those entities over which American Shipping Company has
control. The group controls an entity when it is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability affect those returns through its power over the entity. Intra-group balances and transactions, and
any unrealized income and expenses arising from intra-group transactions, are eliminated.
Associates are entities in which AMSC has significant influence but not control or joint control. Interests in associates
are accounted for using the equity method. Investments in associates are initially recognized at cost, which includes
transaction costs. Subsequently the consolidated financial statements include AMSC’s share of the profit or loss and other
comprehensive income of equity accounted investees.

ANNUAL REPORT 2019 - 25

AMERICAN SHIPPING COMPANY

NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
FOREIGN CURRENCY TRANSLATION AND TRANSACTIONS
Functional currency
Items included in the financial statements of each subsidiary in the Group are initially recorded in the functional currency, i.e.
the currency that best reflects the economic substance of the underlying events and circumstances relevant to that subsidiary.
The consolidated financial statements are presented in United States dollars (USD), which is the functional and reporting
currency of the parent company and subsidiaries.
Transactions and balances
Foreign currency transactions are translated into USD using the exchange rates prevailing at the dates of the transactions.
Receivables and liabilities in foreign currencies are translated into USD at the exchange rates ruling on the balance sheet
date. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation
of monetary assets and liabilities denominated in foreign currencies are recognized in the income statement. Foreign
exchange differences arising in respect of operating business items are included in operating profit in the appropriate
income statement account, and those arising in respect of financial assets and liabilities are recorded as a net financial item.
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment acquired by Group companies are stated at historical cost. Vessels are depreciated to their
salvage value on a straight-line basis and adjusted for impairment charges, if any. Each vessel’s salvage value is equal to the
product of its lightweight tonnage and an estimated scrap rate less estimated costs of disposal. The carrying value of the
property, plant and equipment in the statement of financial position represents the cost less accumulated depreciation and
any impairment charges. Cost includes expenditures that are directly attributable to the acquisition of the asset. Interest
costs on borrowings to finance the construction of property, plant and equipment are capitalized during the period of time
that is required to complete and prepare the asset for its intended use. Other borrowing costs are expensed.
Expected useful lives and salvage value estimates of long-lived assets are reviewed annually and, where they differ
significantly from previous estimates, depreciation is changed prospectively.
Ordinary repairs and maintenance costs, to the extent they are AMSC’s responsibility, are charged to the income statement
during the financial period in which they are incurred. The cost of improvements is included in the asset’s carrying amount
when it is probable that the Group will derive future economic benefits in excess of the originally assessed standard of
performance of the existing asset. Improvements are depreciated over the useful lives of the related assets.
IMPAIRMENT OF LONG-LIVED ASSETS
Property, plant and equipment and other non-current assets are reviewed for potential impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable, mainly independent, cash flows. The Company considers the vessels’ cash generating unit (“CGU”) as the group
of ten product tankers. Although each of the tankers produces its own cash inflows through the bareboat charter contracts,
the profit sharing agreement with Overseas Shipholding Group (“OSG”) is based on the aggregate results of the group
of ten vessels. In addition, management makes decisions regarding the operations and financing of the vessels in the
aggregate. An impairment loss is the amount by which the carrying amount of the assets exceeds the recoverable amount.
The recoverable amount is the higher of the asset’s net selling price and its value in use. The value in use is determined by
reference to discounted cash flows. Most critical in determining the value in use of vessels is determining the estimated
profit share on existing contracts and estimating future revenues from leases. These estimates are primarily influenced by
expectations of future demand in the Jones Act market.
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to determine the
recoverable amount, however not to an extent higher than the carrying amount that would have been determined had no
impairment loss been recognized in prior years.
LEASES
Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance
with IFRS 16, and classified as Operating Revenues in the Income Statement.
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NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
OTHER NON-CURRENT ASSETS
Other non-current assets represent a long-term receivable balance due from a customer which is accounted for using the
amortized cost method.
TRADE RECEIVABLES
Trade receivables are carried at their anticipated realizable value, which is the original invoice amount less an estimated
valuation allowance for impairment of these receivables. A valuation allowance for impairment of trade receivables is made
when there is objective evidence that the Group will not be able to collect all amounts due according to the original terms
of the receivables.
CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less.
Cash held for specified uses is restricted to debt service payments.
SHARE CAPITAL
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares options are
shown in equity as a deduction, net of tax, from the proceeds. Where any Group company purchases the Company’s equity
share capital (treasury shares), the consideration paid, including any directly attributable incremental costs, is deducted
from equity.
INTEREST-BEARING LIABILITIES
All loans and borrowings are initially recognized at cost, being the fair value of the consideration received net of issue costs
associated with the borrowing.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost using
the effective interest method; any difference between proceeds (net of transaction costs) and the redemption value is
recognized in the income statement over the period of the interest-bearing liabilities. Amortized cost is calculated by taking
into account any issue costs, and any discount or premium.
Gains and losses are recognized in net profit or loss when the liabilities are derecognized, for instance due to significant
modifications to or settlements of existing financing agreements.
INCOME TAXES
Current income taxes
Income tax receivable and payable for the current period are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax law as used to compute the amount are those that are enacted or
substantively enacted at the end of the reporting period.
Deferred income taxes
Deferred income tax is provided, using the liability method, on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of unused tax assets
and unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry-forward of unused tax assets and unused tax losses can be utilized. The carrying
amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.
Expected utilization of tax losses are not discounted when calculating the deferred tax asset.
Deferred income tax assets are recognized when it is probable that they will be realized. Determining probability requires
the Group to estimate the sources of future taxable income from operations and reversing taxable temporary differences.
Determining these amounts is subject to uncertainty and is based primarily on expected earnings from existing contracts
and expected profit sharing participation.
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AMERICAN SHIPPING COMPANY

NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the
asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted
at the end of the reporting period.
PROVISIONS
A provision is recognized when the Group has a present obligation (legal or constructive) as a result of a past event and it
is probable (i.e. more likely than not) that an outflow of resources embodying economic benefits will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at the end of
reporting period and adjusted to reflect the current best estimate.
The amount of the provision is the present value of the risk adjusted expenditures expected to be required to settle the
obligation, determined using the estimated risk free interest rate as the discount rate. Where discounting is used, the
carrying amount of provision increases in each period to reflect the unwinding of the discount by the passage of time. This
increase is recognized as interest expense.
PENSIONS
The Group has defined contribution pension plans that cover its employees whereby contributions are paid to qualifying
pension plans. Once the contributions have been paid, there are no further payment obligations. Plan contributions are
charged to the income statement in the period to which the contributions relate. The Company’s retirement schemes meet
the minimum requirements of the Norwegian Act of Mandatory Occupational Pension.
ACCOUNTING FOR DERIVATIVE FINANCING INSTRUMENTS AND HEDGING ACTIVITIES
Derivative financial instruments are recognized initially and on a recurring basis at fair value. AMSC does not apply hedge
accounting to derivative contracts held.
Changes in the fair value of any derivative instruments are recognized immediately in the income statement.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes.
Estimates of the fair value of interest rate swaps are based on broker quotes, with an adjustment for the Company’s credit
risk as described in note 9. The fair value of derivative short-term and long-term financial liabilities is disclosed in note 16
regarding financial instruments.
RELATED PARTY TRANSACTIONS
All transactions, agreements and business activities with related parties are, in the Group’s opinion, conducted on an arm’s
length basis according to ordinary business terms and conditions.
REVENUE RECOGNITION
Revenue is recognized only if it is probable that future economic benefits will flow to American Shipping Company, and
these benefits can be measured reliably. Lease revenues related to fixed term vessel bareboat charter agreements are
recognized straight line over the charter period. Revenue related to profit sharing agreements (see note 19) is recognized
when the amount becomes fixed and determinable.
SEGMENT INFORMATION
AMSC has only one operating segment. All operations and bareboat charter revenues are in the U.S.
BASIC AND DILUTED EARNINGS PER SHARE
The calculation of basic earnings per share is based on the profit attributable to ordinary shareholders adjusted for
preferred share dividends using the weighted average number of shares outstanding during the year after deduction of the
average number of treasury shares held over the period. The calculation of diluted earnings per share is consistent with
the calculation of basic earnings per share while giving effect to all dilutive potential ordinary shares that were outstanding
during the period. The Group currently has no potentially dilutive shares outstanding.
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NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
EVENTS AFTER THE BALANCE SHEET DATE
A distinction is made between events both favorable and unfavorable that provide evidence of conditions that existed at
the balance sheet date (adjusting events) and those that are indicative of conditions that arose after the balance sheet date
(non-adjusting events). Financial statements will only be adjusted to reflect adjusting events (although there are disclosure
requirements for non-adjusting events).
NEW STANDARDS AND INTERPRETATIONS ADOPTED
IFRS 15 Revenue from contracts with Customers (effective from 1 January 2018)
Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance with IFRS 16,
and classified as Operating Revenues in the Income Statement. As a result, the introduction of IFRS 15 Revenue from
contracts with customers did not have a material impact to the group.
IFRS 9 Financial Instruments (effective from 1 January 2018)
The standard replaced IAS 39 Financial Instruments Recognition and Measurement. The standard includes revised guidance
on classification and measurement of financial instruments, including a new expected credit loss model for calculating
impairment on financial assets. The standard also introduces new general hedge accounting requirements, however
American Shipping Company does not apply hedge accounting to derivatives held.
Classification – Financial assets
IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model
in which assets are managed and their cash flow characteristics. The standard contains three principal classification
categories: measured at amortized costs, Fair Value to Other Comprehensive Income (FVOCI) and Fair Value to Profit and
Loss (FVTPL).
Based on its assessment and the nature of financial assets held by American Shipping Company, the current classifications
of the financial instruments held as at 31 December 2018 were not materially impacted.
Impairment – Financial assets and contract assets
IFRS 9 replaces the “incurred loss” model in IAS 39 with a forward-looking “expected credit loss” (ECL) model. The new
impairment model applies to financial assets measured at amortized cost or FVOCI and contract assets, except for equity
instruments. Under IFRS 9, loss allowance is measured based on either “12-month ECLs” or “lifetime ECLs”. The Company
applied the simplified approach using “lifetime ECLs” for all trade receivables and contract assets.
Based on the Company’s assessment, no significant changes in loss allowance were deemed necessary in order to satisfy
the impairment requirement under IFRS 9.The transition to IFRS 9 was applied retrospectively and there was no impact
the opening balance of equity as of 1 January 2018. Further, the Company adopted the exemption allowing it not to restate
comparative information for prior years with respect to classification and measurement changes, including impairment
measurement.
IFRS 16:
IFRS 16 Leases is effective for annual periods beginning on or after 1 January 2019, with early adoption permitted. IFRS 16
replaces the existing guidance in IAS 17 Leases. IFRS 16 eliminates the current dual accounting model for lessees and will
establish a single on-balance sheet-accounting model that is similar to the current finance lease accounting under IAS 17.
Due to the fact that American Shipping Company is primarily a lessor and lessor accounting under IFRS 16 to a large extent
remains similar to current practice, the adoption of the new standard does not have a significant impact on the financial
statements of American Shipping Company.
There are no new standards or interpretations issued that are not yet effective that will have a material impact on the group
financial statements.
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NOTE 2:

WAGES AND OTHER PERSONNEL EXPENSES
Wages and other personnel expenses consist of:
Amounts in USD thousands

			
2019

2018

Wages and bonuses

875

1 648

Social security contributions

219

144

Pension costs

18

24

Other expenses

35

31

Total expense

1 146

1 847

Average number of employees

3

3

Number of employees at year-end

3

3

The Group has a defined contribution plan for its employees which provides for a contribution based upon a fixed matching
amount plus discretionary percentage of salaries. This expense is included in pension costs above. 		

NOTE 3:

OTHER OPERATING EXPENSES
Other operating expenses consist of:
Amounts in USD thousands

			
2019

2018

74

63

Other operating expenses

1 905

1 671

Total other operating expenses

1 979

1 734

Rent and leasing expenses

Other operating expenses primarily relate to selling, general and administrative expenses including legal and outside
consulting costs and fees to auditors for the American Shipping Company ASA Group. Audit expenses for 2019 and 2018
included only ordinary audit fees, other assurance services and tax services and were as follows (excluding VAT):
Ordinary audit fee

104

100

Ordinary audit fee

157

104

Tax services
Total

-

23

157

127
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NOTE 4:

FINANCIAL ITEMS

			
Amounts in USD thousands

2019

2018

Net loss from equity accounted investee

(113)

-

Financial income			
Interest income
Change in mark to market value of interest rate swaps
Financial income

2 189

2 366

-

747

2 189

3 113

Financial expenses			
Interest expense
Net foreign exchange gain/(loss)
Other financial expenses
Change in mark to market value of interest rate swaps
Financial expenses

(39 862)

(41 095)

(5)

(49)

(2 997)

(2 423)

(3 235)

-

(46 098)

(43 567)

			
NET FINANCIAL ITEMS

(44 022)

(40 454)

Interest income in 2019 includes interest received from Overseas Shipholding Group (“OSG”) of USD 1.2 million on the
DPO receivable (see note 7) and interest earned on bank deposits of USD 1.0 million. Interest income in 2018 includes
interest received from OSG of USD 1.7 million on the DPO receivable (see note 7) and interest earned on bank deposits of
USD 0.7 million.
The Company has interest rate swaps, related to a portion of its vessel debt financing, with BNP Paribas (“BNP”), Credit
Agricole Corporate & Investment Bank (“CACIB”) and Skandinaviska Enskilda Banken AB (“SEB”). Estimates of the fair value
of the interest rate swaps are obtained from a third party, with an adjustment for the Company’s credit risk as described in
note 9.
Net loss from equity accounted investees in 2019 reflects a USD 0.1 million realized loss on the liquidation of Philly Tankers
AS (“PTAS”) during 2019 (refer to note 12 for further information).
Interest expense in 2019 includes interest paid of USD 40.0 million. Interest expense in 2018 includes interest paid of USD
41.1 million.
Net foreign exchange gain/(loss) in 2019 and 2018 relates to the translation of cash held in NOK into USD.
Other financial expenses in 2019 and 2018 relate to amortization of loan fees of USD 3.0 million and USD 2.4 million,
respectively.
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NOTE 5:

TAX
INCOME TAX EXPENSE
Recognized in the income statement:
Amounts in USD thousands

			
2019

2018

Current tax expense/(benefit):			
Current year

132

(89)

Total current tax expense/(benefit)

132

(89)

Deferred tax expense/(benefit):			
Origination and reversal of temporary differences

(1 637)

1 409

Total deferred tax expense/(benefit)

(1 637)

1 409

Total income tax expense/(benefit) in income statement

(1 505)

1 320

Reconciliation of effective tax rate:

			

Amounts in USD thousands

2019

2018

Profit/(loss) before tax

6 798

9 911

22.0%

23.0%

1 496

2 280

Expected tax expense/(benefit) using nominal Norwegian tax rate

			
Effect of differences between nominal Norwegian tax rate and
U.S. federal and state tax rate
Franchise taxes
Foreign exchange

(11)

-

132

(89)

1 265

2 696

Tax losses for which no deferred income tax asset was recognised,
net of benefit recognized

(66)

2 007

Utilization of Norwegian tax losses for which no deferred tax asset
was previously booked

(3 514)

(4 935)

U.S. federal and state tax benefit of change in effective rates
Other differences
Total income tax expense/(benefit) in income statement

(859)

-

52

(638)

(1 505)

1 320

The foreign exchange difference arises as the Company’s functional currency is USD, whilst the tax calculation in Norway is
performed based on the accounts in NOK. As such, the tax calculation for the Company is in NOK, but presented in USD. In
addition, there is a foreign exchange component of the Norwegian operating losses carried forward.
			
INCOME TAX EXPENSE				
During 2019, AMSC recognized an income tax expense of USD 132 thousand relating to state franchise taxes (benefit of USD
89 thousand in 2018, partially due to reversal of prior year expenses for which the Company has negotiated with certain
states to avoid state tax penalties).
DEFERRED TAX ASSETS AND LIABILITIES				
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority, which through 31
December 2019 for the Group was primarily Norway, the U.S., and other local states in the U.S. where the vessels operate.
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NOTE 5:

TAX (CONTINUED)
Deferred tax assets and (liabilities) were as follows at 31 December:

			

United States
Amounts in USD thousands
Net operating losses
Financial derivatives
Vessels
Unused interest deductions
Other
Net deferred tax assets/(liabilities)
Net deferred tax assets not recorded
Net deferred tax assets/(liabilities)

2019

2018

121 940

128 689

196

(561)

(152 240)

(152 073)

18 679

8 901

39

1 824

(11 385)

(13 220)

-

-

(11 385)

(13 220)

The Group has federal tax losses carryforward as of 31 December 2019 of USD 547.0 million in the U.S., the last of which
expires in 2038.				
On 3 January 2014, American Tanker Holding Company, Inc. (ATHC) and subsidiaries experienced a change of ownership in
the U.S. as defined by Internal Revenue Code Section 382 due to a greater than 50% shift in owners of AMSC stock. The
utilization of the tax losses in carryforward as of that date are subject to annual limitations. The NOLs subject to limitations
totaled USD 381.3 million.				
Based on the IRC 382 limits, AMSC expects to be able to utilize USD 12.6 million per year from 2019-2033 of its U.S. tax
losses to reduce U.S. taxable income. Any net tax losses recovered but not used in a year will carry over to the following
year. Therefore, USD 185 million of the total IRC 382 losses of USD 381.3 million NOLs have not been used through 31
December 2019 and are carried forward.				
The Group’s U.S. Federal tax losses in carryforward are comprised of the remaining IRC 382 limited NOLs of USD 176.9
million and the losses through 31 December 2019 of USD 370.1 million. There are no restrictions on the use of the USD
370.1 million net operating loss, the last of which expires in 2038.				
In 2019, the Company recognized a deferred tax benefit of USD 0.5 million (USD 0.1 million benefit in 2018) related to U.S.
Federal income taxes. 				
In 2019, the Company recognized a deferred tax benefit of USD 1.1 million (USD 1.5 million expense in 2018) related to
income taxes in the states where the vessels have operated. 				

			
Norway
Amounts in USD thousands
Operating losses

2019

2018

18 836

22 513

Net deferred tax assets/(liabilities)

18 836

22 513

Net deferred tax assets not recorded

(18 836)

(22 513)

-

-

Net deferred tax assets/(liabilities)

The Group has net operating losses in carryforward as of 31 December 2019 of USD 85.6 million in Norway, with no expiration
date. Deferred tax assets in excess of deferred tax liabilities have not been recognized in respect of these items because it is not
probable that future taxable profit in the short term will be available against which the Group can utilize the benefits therefrom.
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NOTE 6:

PROPERTY, PLANT AND EQUIPMENT
Movements in property, plant and equipment for 2019 are shown below:
Amounts in USD thousands
Cost balance at 1 January 2019
Purchases

			
Ships
1 076 563
930

Cost balance at 31 December 2019
1 077 493
		
Depreciation at 1 January 2019
Depreciation charge for the year
Depreciation at 31 December 2019

364 783
33 860
398 643

		
Book value at 31 December 2019
Movements in property, plant and equipment for 2018 are shown below:
Amounts in USD thousands
Cost balance at 1 January 2018

678 850
			
Ships
1 076 563

Cost balance at 31 December 2018
1 076 563
		
Depreciation at 1 January 2018

330 927

Depreciation charge for the year

33 856

Depreciation at 31 December 2018

364 783

		
Book value at 31 December 2018

711 780

		
Depreciation period
Depreciation method

30 years
straight-line

Each vessel’s salvage value is equal to the product of its lightweight tonnage and an estimated scrap rate of USD 400 per
ton less estimated costs of disposal. 		
SECURED PROPERTY, PLANT AND EQUIPMENT
At 31 December 2019 vessels with a carrying amount of USD 678.9 million are subject to a registered debenture to secure
bank loans (see note 13).
The BNP and CIT credit facilities are secured by, among other things, a first preferred mortgage on eight of the ten product
tankers in the case of the BNP facility, and two of the ten product tankers in the case of the CIT facility. In addition, the credit
facilities are secured by collateral assignments of the insurances, earnings and bareboat charters for those vessels (and
certain related guarantees of those bareboat charters and related supplemental indemnifications by OSG).		
		
DETERMINATION OF RECOVERABLE AMOUNTS/FAIR VALUE		
The Company evaluated any potential impairment of its vessels. Based on its analysis, which included third party appraisals and
a discounted cash flows (“DCF”) approach, the Company concluded that no impairment of vessels occurred in 2019 or 2018..
Elements of the DCF, which is used to determine the recoverable amount, include assumptions for bareboat charter hire,
profit sharing, asset lives, salvage value and the Company’s weighted average cost of capital (“WACC”). The DCF assumes
that OSG renews the lease terms under their extension options for the remaining useful lives of the vessels under similar
conditions as the fixed lease term. In 2018, OSG exercised its option to extend all nine vessels up for renewal.
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NOTE 7:

INTEREST-BEARING LONG-TERM RECEIVABLES
Financial interest-bearing long-term receivables consist of the following items:

			
Amounts in USD thousands
Balance at beginning of period

2019

2018

26 736

28 681

			
Repayments of principal

(1 458)

(1 945)

			
Balance at end of period

25 278

26 736

Other interest-bearing long-term receivables relate to a deferred principal obligation (DPO). Pursuant to the current charter
and financing agreements, OSG had the right to defer payment of a portion of the bareboat charter hire for the first five
vessels during the initial seven year fixed bareboat charter periods. OSG paid a reduced bareboat charter rate and assumed
the DPO. The DPO accrued on a daily basis to a maximum liability of USD 7.0 million per vessel. The DPO during the initial
seven year period was discounted using the estimated market discount rate at lease inception. After the initial seven years,
the DPO is repaid over 18 years including interest at 6.04% unless the bareboat charter is terminated earlier at which time
the DPO becomes due immediately. During 2019 and 2018, OSG made repayments on the five vessels delivered under
the arrangement, and those vessels’ cash bareboat charter hire resumed to its full contractual amount. The fourth quarter
2019 payment was received on 3 January 2020 and is therefore not reflected in the 2019 accounts.

NOTE 8:

OTHER RECEIVABLES
Trade and other receivables consist of the following items:

Amounts in USD thousands

			
2019

2018

Trade receivables

106

56

Prepaid fees / withheld taxes

274

165

Total

380

221
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NOTE 9:

DERIVATIVE FINANCIAL ASSETS AND LIABILITIES
Derivative financial assets and liabilities comprise the following items:

			

Amounts in USD thousands

2019

2018

Fair value of interest rate swaps

-

2 395

Derivative financial assets

-

2 395

			
Fair value of interest rate swaps

840

-

Derivative financial liabilities

840

-

Under the BNP loan facility, the Company entered into interest rate swaps for USD 300 million of the principal amount
of the loan. As of 31 December 2019 and 2018 the market value of derivative financial instruments was negative USD
0.8 million and positive USD 2.4 million, respectively. The fair value of the interest swaps is based on broker quotes.
Similar contracts are traded in an active market and the quotes reflect the actual transactions in similar instruments. In
accordance with IFRS 9, the Company considered the impact its own credit risk would have on the valuation in the market.
It therefore adjusted the risk-free discount rate to include a credit spread of 200 basis points. The result of the credit
spread differential had a positive impact of USD 52 thousand and negative USD 39 thousand on the fair value of interest
rate swaps at 31 December 2019 and 2018, respectively.		
Refer to note 16 for additional information regarding financial instruments.		

NOTE 10: EARNINGS PER SHARE
Basic and diluted earnings/(loss) per share are calculated by dividing the profit/(loss) attributable to equity holders of the
Company by the weighted average number of ordinary shares.		

			
Amounts in USD thousands (except share and per share data)

2019

2018

Profit/(loss) attributable to equity holders of the Company for the
period for determination of earnings per share

8 302

8 591

			
Weighted average number of ordinary shares in issue

60 616 505

60 616 505

			
Basic and diluted earnings per share

0.14

0.14
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NOTE 11: PAID IN CAPITAL
The issued share capital of AMSC as of 31 December 2019 is 60,616,505 ordinary shares, each with a par value of NOK 10,
fully paid. No common shares were issued in 2019. The Annual General Meeting (AGM) in 2019 granted an authorization
to the Board to purchase treasury shares in connection with the Company’s incentive scheme for employees. The Board
was also granted an authorization to increase the share capital in connection with strengthening of the Company’s equity
capital or to raise equity capital for future investments within the Company’s scope of operations. These authorizations
are valid up to the AGM in 2020.
The changes in equity are:

			
Common shares of equity
holders of the parent		

Amounts in USD thousands

Share
Capital

Share
premium

Total paid
in equity

31 December 2017

96 366

148 056

244 422

				
Dividends paid / return of capital

-

(19 397)

(19 397)

				
31 December 2018

96 366

128 659

225 025

				
Dividends paid / return of capital

-

(19 397)

(19 397)

				
31 December 2019

96 366

109 261

205 628

NOTE 12: SUBSIDIARIES AND ASSOCIATES

The subsidiaries included in the American Shipping Company ASA’s Group account were as follows. Companies owned
directly by American Shipping Company ASA are highlighted.
		
			

2019
American Tanker Holding Company, Inc. (ATHC)

AMSC’s
common
holding %
100%

AMSC’s			
voting
Principal		
share %
place of business
Country
100%

Kennett Square, PA

USA

American Tanker, Inc. (ATI)

100%

100%

Kennett Square, PA

USA

American Shipping Corporation (ASC)

100%

100%

Kennett Square, PA

USA

ASC Leasing I - X, Inc. (10 legal entities)

100%

100%

Kennett Square, PA

USA

American Shipping Company ASA (“AMSC ASA”) is the Norwegian parent company and is listed on Oslo Børs. AMSC ASA
owns ATHC 100%. The unsecured bond is issued by ATI. ATHC, ATI and ASC are intermediary holding companies. Each of
the Company’s ten vessels are owned by an individual leasing company, ASC Leasing I - X, Inc. Each of the individual leasing
companies have contracts directly with OSG and vessel debt directly with BNP Paribas or CIT Bank which are covered by
overall agreements that tie the arrangements together through either a framework agreement and/or guarantees.		
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NOTE 12: SUBSIDIARIES AND ASSOCIATES (CONTINUED)
ASSOCIATES
Philly Tankers AS
In 2014, AMSC made an equity investment of USD 25 million in Philly Tankers AS (“PTAS”) and owns 19.6% of the Oslo,
Norway based company. Philly Tankers was formed in Q3 2014 and registered on the Norwegian OTC market. Philly
Tankers ordered four 50,000 dwt product tankers from Philly Shipyard (“PHLY”, formerly Aker Philadelphia Shipyard) which
were delivered and sold between Q4 2016 and Q4 2017. In 3Q 2015, Philly Tankers AS agreed to sell its four product tanker
contracts to a subsidiary of Kinder Morgan, Inc. with the assignment to take place immediately before delivery of each ship.
In Q1 2019, PTAS was liquidated and AMSC received a liquidating distribution of USD 16.3 million. In total, AMSC received
USD 28.8 million in after-tax proceeds from the initial USD 25 million investment in PTAS.
The investment in Philly Tankers is recorded using the equity method.

The following table summarizes the financial information of Philly Tankers as included in its own financial statements.
			
Amounts in USD thousands

2019

2018

Current assets

-

85 305

Current liabilities

-

(2 214)

Net assets

-

83 091

Group’s share of net assets (19.6%)

-

16 286

Excess of AMSC’s investment over its share of equity in associates

-

120

Carrying amount of interest in associate

-

16 405

Net profit/(loss) of Philly Tankers AS consolidated

-

(974)

The following table shows the reconciliation between the opening and closing balance of equity accounted investees:
			
Amounts in USD thousands
Balance at beginning of period
Group’s share of PTAS profit (19.6%)
Distributions from PTAS
Write-down initial investment booked at cost
Balance at end of period

2019

2018

16 405

16 686

-

-

(16 292)

(281)

(113)

-

-

16 405

Capital Management Risk
AMSC’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders, while maintaining an optimal capital structure to minimize the
cost of capital. To meet these capital structure objectives, AMSC will review annually with its Board any proposed dividends,
covenant requirements as well as any needs to raise additional equity for future business opportunities or to reduce debt.
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NOTE 13: INTEREST-BEARING LOANS AND LIABILITIES

Following is information about the contractual terms of AMSC’s interest-bearing loans and borrowings.
			
Amounts in USD thousands

2019

2018

Non-current liabilities			
Secured loans

304 922

348 055

Unsecured bond issues

217 721

217 542

Subordinated loan from Aker ASA
Total long term interest bearing loans

-

6 671

522 643

572 268

Current liabilities			
Current portion of secured loans

44 333

29 667

Total interest-bearing short term debt

44 333

29 667

2019

2018

BNP Paribas gross borrowings

237 000

258 506

CIT Bank gross borrowings

114 583

122 917

(2 328)

(3 700)

349 255

377 722

Summary of secured loans as of 31 December

Less unamortized loan fees
Total Secured Loans

The secured loans are structured in two separate facilities; one being an initial USD 300 million initial facility secured by
eight vessels with a syndicate of banks with BNP Paribas as agent, and the other an initial USD 150 million facility secured
by two vessels with CIT Maritime Finance as Sole Arranger and CIT Bank, N.A., Prudential Capital Group and AloStar Bank of
Commerce as lenders. The loans have been repaid to USD 237.0 million and USD 114.6 million, respectively, at year-end 2019.
The Company entered into mandatory five year interest rate swaps in December 2015 at an average rate of 164 bps for
USD 210 million of the debt. During 2016, the Company entered into four year interest rate swaps at an average rate of 93
bps for USD 90 million of the debt. The average margin on the secured vessel debt is 325 bps.
Subsequent to year end, AMSC secured credit approvals from leading ship finance lenders and U.S. financial institutions for
refinancing of 9 of its vessels on terms described below:
Facility A:
Ї 5 year loan secured by 5 vessels
Ї Amount: USD160m, of which USD90m is a term loan
and USD70m is a revolving credit facility
Ї Pricing: LIBOR+270bps
Ї Annual amortization: USD 13.3 million (repayment
profile: 12 years)

Facility B:
Ї 5 year loan secured by 4 vessels
Ї Amount USD165m
Ї Pricing LIBOR+325bps
Ї Annual amortization: USD 9.7 million (repayment
profile: 17 years)

The above facilities are credit approved by all lending institutions subject to documentation and closing expected to occur
during Q2 2020.
Unsecured bond issue as of 31 December

Maturity

2019

2018

Gross bond balance at beginning of period

2022

220 000

220 000

Less unamortized loan fees		

(2 279)

(2 458)

Total unsecured bond issue		

217 721

217 542
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NOTE 13: INTEREST-BEARING LOANS AND LIABILITIES (CONTINUED)
On 9 February 2017, American Tanker, Inc. (“ATI”), a fully owned subsidiary of AMSC, completed the successful placement
of a five year USD 220 million senior unsecured bond. The bond was widely placed to investors in the U.S., U.K., and Nordic
region. Settlement was on 22 February 2017, with final maturity date on 22 February 2022. The bond has a fixed coupon of
9.25%. On 14 June 2017, ATI listed the USD 220 million unsecured bonds on the Oslo Stock Exchange under the ticker AMTI01.
The net proceeds from the bond were used to refinance the previous bond which had a maturity in February 2018.

			
Subordinated loan from Aker ASA 		

2019

2018

Principal amount		

-

6 671

Total Subordinated Loan		

-

6 671

As part of the bank debt refinancing in 2015, the Company entered into a USD 20 million subordinated loan with Aker ASA.
The loan has an interest rate of 10.25 percent which is due in one lump sum upon repayment of the loan. The loan is due
the earlier of (i) six months after the secured vessel debt becomes due or (ii) upon receipt of proceeds from Philly Tankers.
		
In Q1 2019, the Company received a liquidating distribution from PTAS and used USD 10.7 million of the proceeds to repay
all outstanding principal and interest on the Aker loan. 			

The following table shows the reconciliation between the opening and closing balance of interest-bearing loans:
			
			

Balance at beginning of period

2019

2018

601 936

628 400

			
Repayment of debt
Payment of loan fees
Issuance of debt
Amortization of loan fees and discount

(36 511)

(28 388)

(1 313)

(725)

-

-

2 864

2 649

			
Balance at end of period

566 976

601 936

RESTRICTIONS ON DIVIDEND PAYMENTS
Subject to certain exceptions, as of 31 December 2019, the BNP and CIT credit agreements restrict the payment of
dividends by AMSC and its subsidiaries. Specifically, AMSC and its subsidiaries may pay cash dividends only if there is no
default and the Company is in compliance with its financial covenants under the loans. Beginning in 2019, dividends may
be paid only if all ships remain on bareboat charter contract. 				
FINANCIAL COVENANTS
AMSC is subject to financial covenants under the secured bank loans relating to minimum liquidity and collateral, and
leverage and debt service ratios. AMSC is subject to financial covenants under the bond related to minimum liquidity and
maximum leverage. 				
				
AMSC was in compliance with all of its debt covenants as of 31 December 2019. 				
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NOTE 14: OPERATING LEASES

Non-cancellable operating lease rentals for bareboat charter hire are receivable
as follows:
			
Amounts in USD thousands

2019

2018

Less than one year

88 041

87 801

Between one and two years

87 801

88,041

Between two and three years

87 801

52 031

Between three and four years

44 913

52 031

9 168

9 143

Between four and five years
More than five years
Total

4 534

13 702

322 258

302 750

In December 2019, OSG exercised one of its perpetual 3 year extension options for the bareboat charter agreements for four of
AMSC’s vessels, moving these charter expiries to December 2023. OSG previously exercised its options to extend charter agreements
for the six other vessels that it charters from AMSC. As a result, all ten bareboat charter agreements have now been extended for
additional periods. For all vessels excluding the Overseas Tampa, OSG has options to extend the charter terms for one, three or five
years for the remaining useful lives of the vessels. The one-year extension options may only be used once for each vessel and OSG
has exhausted the opportunity to declare a one year extension for the four vessels extended in December 2019. OSG holds two five
year extension options on the Overseas Tampa, followed by five one year extensions that may be declared after the two five year
extensions are exhausted. All extension options must be declared 12 months prior to the expiry of the individual bareboat charter.

Non-cancellable operating lease rentals for office space are payable as follows:
			
Amounts in USD thousands

2019

2018

Less than one year

46

46

Between one and five years

63

15

-

-

109

61

More than five years
Total

In 2019, AMSC extended the lease for the Kennett Square office by two years to April 2022. IFRS 16 became effective as of
1 January 2019 and does not have a material impact on AMSC.		

NOTE 15: DEFERRED REVENUES AND OTHER PAYABLES
Trade and other payables comprise the following items:
Amounts in USD thousands
Trade accounts payable
Accrual of financial costs
Other short-term interest free liabilities
Total

			
2019

2018

156

117

7 401

11 464

511

8 558

8 068

20 139

Financial costs include interest accrued but unpaid on the unsecured bond issue (and subordinated Aker loan in 2018). Other
short-term interest free liabilities at 31 December 2019 includes other accrued costs of USD 0.5 million. Other short-term
interest free liabilities at 31 December 2018 include deferred revenue from OSG of USD 7.5 million because OSG makes monthly
lease payments in advance and other accrued costs of USD 1.1 million. OSG’s January 2020 lease payment was received on 3
January 2020 and is therefore not included in the 2019 accounts.		
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NOTE 16: FINANCIAL INSTRUMENTS
FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest risk
and price risk), credit risk, cash-flow interest-rate risk and foreign exchange risk. The Group’s overall risk management
program focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on
the Group’s financial performance. The Group uses derivative financial instruments to hedge certain risk exposures.
Risk-management is carried out under policies approved by the Board of Directors. The Board of Directors provides
principles for overall financial risk management as well as policies covering specific areas such as foreign exchange risk,
interest-rate risk, credit risk, and use of derivative financial instruments and non-derivative financial instruments.
		
Exposure to credit, interest rate and currency risk arises in the normal course of the Group’s business. Derivative financial
instruments are used from time to time to hedge exposure to fluctuations in foreign exchange rates and interest rates for
business purposes. The Company entered into interest rate swaps for a portion of the secured bank debt.

Credit risk
The carrying amount of financial assets represents the maximum credit exposure.
At 31 December the maximum exposure to credit risk is as follows: 			
			
Amounts in USD thousands

2019

2018

Loans and receivables

25 658

26 956

Cash and cash equivalents

46 244

51 034

Cash held for specified uses
Total

1 606

2 766

73 508

80 756

AMSC regularly monitors the financial health of the financial institutions which it uses for cash management services
and in which it makes deposits and other investments. AMSC responds to changes in conditions affecting its deposit
relationships as situations warrant. 			
Receivables are to be collected from the following types of counterparties:

Amounts in USD thousands

			
2019

2018

Type of counterparty:			
End-user customer *)
Other receivables
Total

25 278

26 736

380

221

25 658

26 956

*) D
 ue to the nature of the Group’s operations, revenues and related receivables, including the DPO, are currently concentrated
amongst OSG and its affiliates. The Group continually evaluates the credit risk associated with customers.
Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities
that are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions.
With regards to making the debt service payments on the BNP and CIT loans, the Group has established cash earnings
accounts whereby all charter hire payments are deposited and utilized for debt service prior to being available for general
corporate purposes.
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NOTE 16: FINANCIAL INSTRUMENTS (CONTINUED)
The following are the contractual maturities of financial liabilities including interest payments:

			
31. December 2019
Amounts in USD thousands

Book
value

Contract. 6 months
cash flow and less

6-12
months

1-2
years

2-5 More than
years
5 years

Non-derivative financial liabilities								
Unsecured bonds (gross)

220 000

(270 875)

(10 175)

(10 175)

Long-term interest bearing
external liabilities (gross)

351 583

(384 173)

-30 332

-28 943

(20 350) (230 175)
-256 155

-22 829

(45 914)

								
Total as of 31 December 2019

571 584

(655 048)

(40 507)

(39 118)

(276 505) (253 004)

(45 914)

			
31. December 2018
Amounts in USD thousands

Book
value

Contract. 6 months
cash flow and less

6-12
months

1-2
years

2-5 More than
years
5 years

Non-derivative financial liabilities								
Unsecured bonds (gross)

220 000

(288 450)

(10 175)

(10 175)

Long-term interest bearing
external liabilities (gross)

388 094

(450 952)

-25 301

-26 302

(30 350) (237 750)
-306 377

-38 228

(54 744)

								
Total as of 31 December 2018

608 094

(739 402)

(35 476)

(36 477)

(336 727) (275 978)

(54 744)

Currency risk
American Shipping Company is exposed to foreign currency risk related to certain cash accounts; however, the Group may
enter into foreign exchange derivative instruments, from time to time, to mitigate that risk. 				
The Group incurs foreign currency risk on purchases and borrowings that are denominated in a currency other than USD.
The currency giving rise to this risk is primarily NOK.
					
Foreign exchange gains and losses relating to the monetary items are recognized as part of “net financing costs” (see note
4). The Company did not have any exchange contracts at 31 December 2019 or 31 December 2018. 			
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NOTE 16: FINANCIAL INSTRUMENTS (CONTINUED)

Exposure to currency risk
The company’s exposure to currency risk at 31 December 2019 and 2018 primarily related to amounts denominated in
NOK, as follows:
			
Amounts in USD thousands

2019

2018

Gross balance sheet exposure			
Trade payables (-)

(113)

(92)

Cash

189

764

76

672

Gross balance sheet exposure
Estimated forecast expenses (-)

(2 338)

(2 389)

Gross forecasted exposure

(2 338)

(2 389)

Forward exchange contracts
Net exposure

-

-

(2 262)

(1 717)

Sensitivity analysis
In managing interest rate and currency risks the Group aims to reduce the impact of short-term fluctuations on the Group’s
earnings. Over the longer term, however, permanent changes in foreign exchange and interest rates would have an impact
on consolidated earnings. 			
			
It is estimated that a general strengthening of ten percent in the value of the USD against the NOK would have had an
immaterial impact on the Group’s earnings before tax for the years ended 31 December 2019 and 2018. This analysis
assumes that all other variables remain constant.
Exposure to interest rate risk
The Group is exposed to fluctuations in interest rates for its variable interest rate debt. With regards to the BNP financing,
the Group has entered into interest swap agreements to lock in the interest rate paid. The bond issued in 2017 has a fixed
interest rate.
Sensitivity analysis
An increase of 100 basis points in interest rates in the reporting year would have increased /(decreased) equity and profit
or loss by the amounts shown below. This analysis assumes thal all other variables remain constant.

			
Amounts in USD thousands

2019

2018

Increase/(decrease)			
Bank deposits

525

515

Financial liabilities

(1 215)

(1 421)

Interest swap

2 671

1 264

P&L sensitivity (net)

1 981

358

For 2019 and 2018, estimates of the interest swap valuation following the change in interest rates are based on broker
quotes, with an adjustment for the Company’s credit risk as described in note 9.				
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NOTE 16: FINANCIAL INSTRUMENTS (CONTINUED)
Fair values
Fair value hierarchy
IFRS requires companies to disclose certain information about how fair value is determined in a “fair value hierarchy” for
financial instruments recorded at fair value, which for AMSC are derivative financial instruments, or disclosures about fair
value measurements which have been identified below. The fair value hierarchy gives the highest priority to quoted prices
in active markets for identical assets and liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). Level 2
includes assets and liabilities whose values are based on quoted prices in markets that are not active or model inputs that
are observable either directly or indirectly.
The only financial instruments that the Company accounts for at fair value are the interest rate swaps as of 31 December
2019 and 2018, which are classified in the Level 2 category described above. The Company’s policy is to recognize transfers
into and transfers out of fair value hierarchy levels as of the date of the event or change in circumstances that caused the
transfer. During the year ended 31 December 2019, there were no transfers between categories. 			

The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the
balance sheet as of 31 December 2019 are as follows:
			
				
Fair
value
hierarchy

Valuation
technique

Interest-bearing receivables from external 				
companies, maturity greater than 3 years
25 278
20 932
3

Discounted cash
flows at 10%

Amounts in USD thousands

Carrying
amount
2019

Fair
value
2019

Interest swap used for economic hedging:					
				
Liabilities
(840)
(840)
2

Market comparison
from a third party

				
Unsecured bonds (gross)
(220 000)
(224 675)
2

OSE trading
price at year-end

				
Secured loans (gross)
(351 583)
(357 459)
2

Discounted cash
flows at 4.0%

The fair value of cash, accounts receivable and accounts payable approximate the carrying values due to their short-term
nature.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes.
However, derivatives where hedge accounting is not applied are accounted for as trading instruments.
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NOTE 16: FINANCIAL INSTRUMENTS (CONTINUED)

The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the
balance sheet as of 31 December 2018 are as follows:				
			
				
Fair
value
hierarchy

Valuation
technique

Interest-bearing receivables from external 				
companies, maturity greater than 3 years
26 736
21 971
3

Discounted cash
flows at 10%

Amounts in USD thousands

Carrying
amount
2018

Fair
value
2018

Interest swap used for economic hedging:					
				
Assets
2 395
2 395
2

Market comparison
from a third party

				
Unsecured bonds (gross)
(220 000)
(214 500)
2

OSE trading
price at year-end

				
Secured loans (gross)
(381 423)
(383 761)
2

Discounted cash
flows at 4.0%

				
Subordinated loans (gross)
-6 671
-9 588
2

Discounted cash
flows at 10.25%

The discounted cash flow valuation model considers the present value of expected payments, discounted using the risk
adjusted discount rate noted.				
Financial instruments measured at fair value

				
			
			
Type		
Valuation technique

Significant
unobservable
inputs

Inter-relationship between
significant unobservable inputs
and fair value measurement

Interest rate swaps
		
		
		
		
		

Not applicable

Not applicable

Market comparison technique:
The fair values are based on broker
quotes. Similar contracts are traded
in an active market and the quotes
reflect the actual transactions in
similar instruments.
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NOTE 17: SHARES OWNED OR CONTROLLED BY THE PRESIDENT AND CHIEF EXECUTIVE OFFICER, BOARD OF DIRECTORS AND
SENIOR EMPLOYEES OF THE AMERICAN SHIPPING COMPANY GROUP

Shares in American Shipping Company ASA of 31 December 2019
				
Name

Position

Company

No. of shares

Pål Magnussen

President and CEO

AMSC

50 000

Morten Bakke

CFO

AMSC

25 000

Annette Malm Justad

Chairman of the Board

AMSC

4 523

Peter Knudsen

Board Member

AMSC

2 000

There is no share option agreement between American Shipping Company ASA and senior management or Directors.

Remuneration to the board of directors through 31 December 2019
				
Name

Position

Company

Annette Malm Justad

Chairman

AMSC

54 286

Peter Knudsen

Board Member

AMSC

42 858

Kristian Røkke

Board Member

AMSC

43 161

Total Directors’ fee			

Remuneration

138 305

The Chairman and the Board of Directors have not received benefits other than Directors’ fees. The Board of Director’s
term runs from 1 April through 31 March and the above remuneration reflects cash payments to board members during
the calendar year 2019.
The Directors’ fee for Kristian Røkke is paid to Aker ASA. The Company has no obligations to pay Board members extraordinary
compensation upon termination of appointment.
Remuneration to the Nomination Committee
The nomination committee of AMSC has the following members: Arild Støren Frick and Christine Rødseter. Remuneration
earned by each member of the committee in 2019 was NOK 25,000 (USD 2,877).
Guidelines for remuneration of Senior Management
The basis of remuneration of senior management has been developed in order to create a performance-based system
which is founded on the Company’s values. This system of reward was designed to contribute to the achievement of good
financial results and increase in shareholder value.
The senior management receives a base salary and may also be granted a variable pay.
The senior management is entitled to 6 months’ severance payment. Except for this, the members of the management
are not entitled to special benefits beyond ordinary severance pay during available termination notice periods. The senior
management participate in a standard pension and insurance scheme.				
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NOTE 17: SHARES OWNED OR CONTROLLED BY THE PRESIDENT AND CHIEF EXECUTIVE OFFICER, BOARD OF DIRECTORS AND
SENIOR EMPLOYEES OF THE AMERICAN SHIPPING COMPANY GROUP (CONTINUED)
In 2019, the senior management received a base salary in addition to a variable pay based on the award of synthetic
shares in order to align performance payments with shareholder value creation. The system is based on awarding a certain
number of synthetic shares to each member of the management team. The holder of the synthetic shares receives cash
payments equal to the dividend paid to the shareholders. Further, the annual share price increase, if any, is paid as a cash
bonus at the end of the year. There is a cap on the maximum compensation payable to each member of the management
team. The remuneration of the senior management is in accordance with the guidelines for remuneration for 2019.
During 2018, Mr. Magnussen was awarded 350,000 synthetic shares. Under his synthetic share agreement, the total
bonus earned during 2019 was USD 112 thousand. The cap on his salary for 2019 was NOK 7 million. During 2019, Mr.
Bakke was awarded 200,000 synthetic shares, resulting in bonus earned of USD 64 thousand. The cap on his salary for
2019 was NOK 4 million. During 2019, Ms. Jaros was awarded 50,000 synthetic shares, resulting in bonus earned of USD
16 thousand. The cap on Ms. Jaros’ salary for 2019 was USD 253 thousand per year. 			
The Company also has an incentive scheme for the management, where the Company can offer the management to
purchase shares in the Company, subject to lock-up restrictions, with a view to incentivize long-term value creation and
performance by the management.				
The Company does not offer share option programs to the management.

			
Remuneration to Senior Management during 2019
			
				
					 Other
			
Base salary
Bonus Benefits

Pension		Severance
Contribution Total (USD)
pay

Pål Magnussen CEO

Jan. - Dec.

343 622

127 813

1 091

8 723

481 249

6 months

Morten Bakke

CFO

Jan. - Dec.

219 918

73 036

1 091

8 597

302 642

6 months

Leigh Jaros

Controller Jan. - Dec.

190 064

16 000

5 825

5 144

217 033

6 months

The above amounts reflect salary and bonus earned during 2019, and include Norwegian vacation pay.			
					

Remuneration to Senior Management during 2018
			
				
					 Other
			
Base salary
Bonus Benefits

Pension		Severance
Contribution Total (USD)
pay

Pål Magnussen CEO

Jan. - Dec.

335 224

544 627

2 051

9 158

891 060

6 months

Morten Bakke

CFO

Jan. - Dec.

214 544

299 224

2 051

9 110

524 929

6 months

Leigh Jaros

Controller Jan. - Dec.

184 583

68 417

3 081

5 672

261 752

6 months

The above amounts reflect salary and bonus earned during 2018, and include Norwegian vacation pay.
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NOTE 18: TRANSACTIONS AND AGREEMENTS WITH RELATED PARTIES
AMSC’s largest shareholder is a subsidiary of Aker ASA which holds 19.1 percent of the Company’s shares.
The Group has service agreements with Aker ASA and Aker US Services, LLC which provide certain office services and
tax services. The cost of these services was not significant, however they are important to the Company’s operations. In
addition, the Company has a lease for office space in Norway from a company affiliated with Aker ASA.
As part of the bank debt refinancing in 2015, the Company entered into a USD 20 million subordinated loan with Aker ASA.
The loan had an interest rate of 10.25 percent which is due in one lump sum upon repayment of the loan. The loan is due
the earlier of (i) six months after the secured vessel debt becomes due or (ii) upon receipt of proceeds from Philly Tankers.
During 2019, AMSC repaid the loan and accrued interest in full.
The Company believes that related party transactions are made on terms equivalent to those that prevail in arm’s length
transactions. 					

NOTE 19: AGREEMENTS WITH OSG
AMSC’s only customer is OSG. The key agreements with OSG include the bareboat charter agreements, DPO agreements
and profit sharing agreement.
Under the bareboat charter agreements, OSG pays AMSC a fixed daily rate for leasing the vessels and OSG is responsible
for operating costs and maintenance of the vessels. The fixed terms five of the bareboat charters run through December
2022; four of the bareboat charters run through December 2023; and the Overseas Tampa runs to 2025, with options for
OSG to extend the charters for 1, 3 or 5 years for the useful lives of the vessels.
Under the DPO agreement (see note 7), OSG defered payment of a portion of the daily bareboat charter hire for the first
seven years of vessels 1-5. This deferred payment accrued on a daily basis to a maximum of USD 7.0 million per vessel
and is now repayable over 18 years after the initial 7 year period.
Under the profit sharing agreement, AMSC and OSG share in the profits from OSG’s operations of AMSC’s 10 vessels. The
calculation of profit to share is made on an aggregated fleet level. The calculation thus starts with total vessel revenue,
subtracted by defined cost elements, as described below.”			
Time Charter Hire

Fleet revenue

Less:		
BBC hire

Bareboat rate paid from OSG to AMSC

OPEX

Crew, maintenance & repairs, insurance, fees & vetting, lubes

OSG profit layer

Fixed daily rate of USD 4,000/day per vessel

Management fee

Fixed daily rate plus annual escalation

Auditor expenses

Actual OSG auditor expenses

Amortization of start-up costs

Amortized through December 2019

Amortization of conversion costs

Amortized over ten years

=

Income subject to Profit Share before
covering drydocking costs

Profit to share before Drydock Reserve
Provision, Drydock Reserve True-Up
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NOTE 19: AGREEMENTS WITH OSG (CONTINUED)
The profit to share is then reduced by a drydock reserve provision, adjusted for a drydock reserve true-up once a drydock
has been completed. The drydock reserve provision includes the estimated costs for each Intermediary Repair Period (IRP),
which occurs every 3 years and each special survey occurring every 5 years. In years of weak markets there may be shortfalls
in net time charter revenues applied to cover provisions for future drydocks. Such shortfalls need to be recovered by net time
charter revenues in subsequent years with stronger markets. Similarly, if drydock provisions deducted in the profit share
calculation are too high, these are adjusted through a true-up mechanism once special surveys for individual vessels are
completed. The concept of true-ups ensure that any shortfall or excess in drydock provisions are adjusted to reflect the
actual cost of drydocks over the five-year special survey cycles. 			
When drydock expenses are covered, AMSC’s portion of the profit share must pay down a USD 6.5 million credit negotiated
with OSG in 2009, which is the amount of AMSC’s profit sharing OSG retains prior to having an obligation to remit cash
payments to AMSC. After the OSG credit has been fully reduced to zero, AMSC will receive its 50% of subsequent profits
under the formula above in cash and will recognize profit sharing revenue. AMSC’s portion of the profit can never be
negative on an annual basis. For the full year 2019 and 2018, the profit share was zero.
The calculation of profit sharing for the full year 2019 and 2018 are shown with aggregated, rounded figures in USD
millions below.
189,9

174.3

(87.8)

(87.8)

(101.1)

(11.5)
Net TC revenue 2019

BBC

Other
(opex, agreed
OSG profit
layer, misc)

Drydock
provisions

(98.6)

(10.5)

(9.3)

Profit to
share 2019

BBC

Net TC revenue 2018

Other
(opex, agreed
OSG profit
layer, misc)

Drydock
provisions

(21.4)
Profit to
share 2018

AMSC’s 50% share of the profit (0 for 2019) is used to reduce the OSG credit, which accrues interest at 9.5% per year. The
cumulative balance as of the end of 2019 and 2018 for the OSG credit is shown in the table below and as described above,
must be covered prior to AMSC being entitled to receive profit share from OSG: 		
					
Balance per 31 December 2019
OSG credit

Beginning balance
as of 31 Dec. 2018
5.9

Accrued		
interest
Reduction
0.6

-

Ending balance
as of 31 Dec. 2019
6.5

					
Balance per 31 December 2018
OSG credit

Beginning balance
as of 31 Dec. 2017
5.4

Accrued		
interest
Reduction
0.5

-

Ending balance
as of 31 Dec. 2018
5.9
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NOTE 20: EVENTS AFTER THE BALANCE SHEET DATE
Subsequent to year end, AMSC secured credit approvals from leading ship finance lenders and U.S. financial institutions for
refinancing of 9 of its vessels on terms described below:
Facility A:
Ї 5 year loan secured by 5 vessels
Ї Amount: USD160m, of which USD90m is a term loan
and USD70m is a revolving credit facility
Ї Pricing: LIBOR+270bps
Ї Annual amortization: USD 13.3 million (repayment
profile: 12 years)

Facility B:
Ї 5 year loan secured by 4 vessels
Ї Amount USD165m
Ї Pricing LIBOR+325bps
Ї Annual amortization: USD 9.7 million (repayment
profile: 17 years)

The above facilities are credit approved by all lending institutions subject to documentation and closing expected to occur
during Q2 2020.							
On 27 February 2020, the Board authorized a quarterly dividend payment of USD 0.08 per share to the shareholders on
record as of 6 March 2020 in line with prior guidance. The shares in AMSC will be traded ex. dividend from and including 5
March 2020, and the dividend was paid on 16 March 2020. The dividend is classified as a return of paid in capital.
The Covid-19 pandemic and the current price war on crude oil between OPEC and Russia is causing increased uncertainty
around fundamentals relating to the Jones Act tanker market. Demand for gasoline and jet fuel in the U.S. as well as
domestic oil production may decrease in the short term and may remain volatile in the medium term. The full effect of
these external factors and the uncertainty related to how long they will last are likely to negatively affect both demand for
gasoline and jet fuel, as well as reduce crude oil production in the US.
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AMERICAN SHIPPING COMPANY
PARENT

STATEMENT OF
FINANCIAL POSITION
			
		
Amounts in USD thousands
Note

31. Dec.
2019

31. Dec.
2018

ASSETS				
Investment in associates

3

-

16 405

Shares in subsidiaries

3

35 947

35 938

Deferred tax asset

4

-

198

Long-term receivable group companies

5

86 938

85 663

Total financial non-current assets		

122 885

138 204

Total non-current assets		

122 885

138 204

				
Tax receivable		
Other short-term receivables		
Cash and cash equivalents

8

30

389

114

2 004

20 486

23 548

Total current assets		

20 630

25 941

Total assets		

143 516

164 146

EQUITY AND LIABILITIES				
Share capital		

96 366

96 366

Share premium reserve		

104 412

123 810

Total paid in capital		

200 778

220 176

				
Other equity		

(62 533)

(72 756)

Total retained earnings		

(62 533)

(72 756)

Total equity

138 246

147 420

6

				
Other interest-bearing debt

7

Total long-term liabilities		

-

6 844

-

6 844

				
Dividend payable

4 849

4 849

Other short-term debt		

421

5 033

Total short-term liabilities		

5 270

9 882

Total equity and liabilities		

143 516

164 146

Lysaker, 2 April 2020
The Board of Directors
American Shipping Company ASA

6

Annette Malm Justad
Chairman

Peter D. Knudsen
Board Member

Kristian Røkke
Board Member

Pål Magnussen
President/CEO
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PARENT

INCOME
STATEMENT
			

			
Amounts in USD thousands
Note
2019
2018
Operating revenues (Management fee from
subsidiaries, U.S. based)		

1 016

1 858

Other operating expenses

(1 835)

(2 392)

(819)

(534)

2

Operating loss		

				
Interest income from group companies		

8 523

8 455

Net income from equity accounted investees

2

(113)

-

Other interest and financial income

2

2 931

3 148

Other interest and financial expenses

2 7

(38)

(765)

10 485

10 304

Profit after financial items		

				
Deferred income tax expense

4

(198)

-

Income tax expense

4

(63)

-

				
Profit / (loss) for the period		

10 223

10 304

Allocation of net profit / (loss):				
Profit / (loss)		

10 223

10 304

Other equity

(10 223)

(10 304)

-

-

6

Total		
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PARENT

CASH FLOW
STATEMENT
			

			
Amounts in USD thousands
Note
2019
2018
Profit / (loss) before tax		

10 485

10 304

Unrealized foreign exchange (gain)/loss and unpaid interest expense		

(1 275)

693

Non-cash expense from equity accounted investee		

113

-

Changes in short term receivables		

2 186

(2 191)

Changes in short term liabilities		

(4 612)

563

Cash flow from operating activities		

6 897

9 370

				
Changes in long term investments

3

Cash flow from investing activities		

16 283

275

16 283

275

				
Dividends / return of capital paid

6

Proceeds from / (repayments of) other interest-bearing debt

7

Cash flow from financial activities		

(19 397)

(19 397)

(6 844)

(55)

(26 242)

(19 452)

				
Cash flow for the year		

(3 062)

(9 808)

Cash and cash equivalents 1 January		

23 548

33 357

Cash and cash equivalents 31 December		

20 486

23 548
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PARENT

NOTES TO THE
ACCOUNTS
NOTE 1:

ACCOUNTING PRINCIPLES
The annual report is prepared according to the Norwegian Accounting Act and generally accepted accounting principles in
Norway.
SUBSIDIARIES AND INVESTMENT IN ASSOCIATES
Subsidiaries are valued by the cost method in the company accounts. The investment is valued at the cost of acquiring
shares in the subsidiary, providing that a write down is not required. A write down to fair value will be carried out if the
reduction in value is caused by circumstances which may not be regarded as incidental, and deemed necessary by generally
accepted accounting principles. Write downs are reversed when the cause of the initial write down is no longer present.
If dividends exceed withheld profits after acquisition, the exceeding amount represents reimbursement of invested capital,
and the distribution will be subtracted from the value of the acquisition in the balance sheet.
Investments in associates are valued by the equity method. The investment is valued at the cost of acquiring the shares,
with an adjustment for the Company’s share of the associate’s profit or loss. A write down will be recorded based on the
Company’s share of the associates’ equity value.
CLASSIFICATION AND VALUATION OF BALANCE SHEET ITEMS
Assets and liabilities are presented as current when they are due within one year or they are part of the operating cycle.
Other assets and liabilities are classified as non-current.
Current assets are valued at the lowest of cost and fair value. Current liabilities are valued at nominal value at the time of
recognition.
Non-current receivables are measured at cost less impairment losses that are not considered to be temporary. Non-current
liabilities are initially valued at transaction value less attributable transaction cost. Subsequent to initial recognition, interest
bearing non-current borrowings are measured at amortized cost with any difference between cost and redemption value
being recognized in the income statement over the period of the borrowing on an effective interest basis.
TRADE AND OTHER RECEIVABLES
Trade receivables and other current receivables are recorded in the balance sheet at nominal value less provisions for
doubtful accounts.
FOREIGN CURRENCY TRANSLATION
The company’s functional currency is U.S. dollars (USD). Foreign currency transactions are translated into USD using the
exchange rates prevailing at the dates of the transactions. Receivables and liabilities in foreign currencies are translated
into USD at the exchange rates ruling on the balance sheet date. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign
currencies are recognized in the income statement. The NOK/USD foreign exchange rate as of 31 December 2019 was
8.78 and the average rate during 2019 was 8.75 NOK/USD.
SHORT TERM INVESTMENTS
Short term investments (stocks, short-term bonds, liquid placements and shares) are valued at the lower of acquisition
cost or fair value at the balance sheet date. Dividends and other distributions are recognized as other investment income.
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NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
INCOME TAX AND DEFERRED TAXES
Tax expenses in the profit and loss account comprise both tax payable for the accounting period and changes in deferred
tax. Deferred tax is calculated at the percent on the basis of existing temporary differences (22%) between accounting profit
and taxable profit together with tax deductible deficits at year end. Temporary differences, both positive and negative, are
balanced out within the same period. Deferred tax assets are recorded in the balance sheet to the extent it is more likely
than not that the tax assets will be utilized.
CASH FLOW STATEMENT
The cash flow statement is presented using the indirect method. Cash and cash equivalents includes cash, bank deposits
and other short-term highly liquid deposits with original maturities of three months or less.
REVENUE RECOGNITION
The Company’s revenues consist of management fees charged to foreign subsidiaries and are recognized when they
become due and payable.
PENSIONS
The Company has a defined contribution pension plan that covers its employees whereby contributions are paid to qualifying
pension plans. Once the contributions have been paid, there are no further payment obligations. Plan contributions are
charged to the income statement in the period to which the contributions relate.
USE OF ESTIMATES
The preparation of the financial statements requires management to make estimates and assumptions that affect
the reported amounts in the profit and loss statement, the measurement of assets and liabilities and the disclosure of
contingent assets and liabilities on the balance sheet date. Actual results can differ from these estimates.
Contingent losses that are probable and quantifiable are expensed as occurred.
Certain prior year reclassifications were made to conform to current year presentation.

NOTE 2:

OTHER OPERATING AND FINANCIAL EXPENSES
Fees to the auditors of USD 63 thousand (without VAT) for ordinary audit was expensed in 2019. For more information on
fees paid to KPMG, see note 3 in the consolidated accounts.
The Company has no other employees than the CEO and CFO. See note 17 in the consolidated accounts for more
information regarding remuneration to senior management. Pension costs totaled USD 13 thousand in 2019 and covered
two employees. Board of directors expenses were USD 138 thousand in 2019.
Other interest and financial inome in 2019 includes USD 2.5 million of guaranty fees from its subsidiaries and USD 0.5
million of interest income on bank balances.		
Other interest and financial expenses in 2019 includes interest expense on the Aker loan of USD 32 thousand.
Refer to note 18 in the consolidated accounts for information regarding transactions and agreements with related parties.
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NOTE 3:

SHARES IN SUBSIDIARIES AND ASSOCIATES

This item comprises the following as of 31 December 2018:
			
			

Amounts in USD thousands
American Tanker Holding Company,
Inc. (ATHC)

Ownership		
of common
Voting
Business
shares(%)
rights (%)
address

100%

100%

Historical
cost

Book
value

Kennett Square, PA

35 947

35 947

Total shares				

52 343

52 343

		ATHC				
Subsidiaries’ 2019 results after tax in USD thousands		

(1 900) 				

Subsidiaries’ equity attributable to common shareholders
at 31 December 2019 in USD thousands		

56 789 		

American Shipping Company ASA (“AMSC ASA”) is the Norwegian parent company and is listed on Oslo Børs. AMSC ASA
owns ATHC 100%. ATHC, ATI and ASC are intermediary holding companies. Each of the Company’s ten vessels are owned
by an individual leasing company, ASC Leasing I - X, Inc. Each of the individual leasing companies have contracts directly
with OSG and vessel debt directly with BNP Paribas or CIT Bank which are covered by overall agreements that tie the
arrangements together through either a framework agreement and/or guarantees.
AMSC analyzes the value of its investments in subsidiaries on an annual basis, or sooner if conditions change or events
occur which could cause the carrying values to change. Detailed analysis, including discounted cash flows and third party
appraisals, are prepared and reviewed by management supporting the carrying value of each of its investments. AMSC
considers many factors, including the appropriate cost of capital, asset lives, market values and likelihood of events, in
reviewing its investment value. No impairment was recognized in 2019 or 2018.

ASSOCIATES
Philly Tankers AS
In 2014, AMSC made an equity investment of USD 25 million in Philly Tankers AS (“PTAS”) and owns 19.6% of the Oslo,
Norway based company. Philly Tankers was formed in Q3 2014 and registered on the Norwegian OTC market. Philly
Tankers ordered four 50,000 dwt product tankers from Philly Shipyard (“PHLY”, formerly Aker Philadelphia Shipyard) which
were delivered and sold between Q4 2016 and Q4 2017. In 3Q 2015, Philly Tankers AS agreed to sell its four product tanker
contracts to a subsidiary of Kinder Morgan, Inc. with the assignment to take place immediately before delivery of each ship.
In Q1 2019, PTAS was liquidated and AMSC received a liquidating distribution of USD 16.3 million. In total, AMSC received
USD 28.8 million in after-tax proceeds from the initial USD 25 million investment in PTAS.
The investment in Philly Tankers is recorded using the equity method.
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NOTE 3:

SHARES IN SUBSIDIARIES AND ASSOCIATES (CONTINUED)
The following table summarizes the financial information of Philly Tankers as included in its own financial statements.

			
Amounts in USD thousands

2019

2018

Current assets

-

85 305

Current liabilities

-

(2 214)

Net assets

-

83 091

Group’s share of net assets (19.6%)

-

16 286

Excess of AMSC’s investment over its share of equity in associates

-

120

Carrying amount of interest in associate

-

16 405

Net profit of Philly Tankers AS

-

(974)

The following table shows the reconciliation between the opening and closing balance of investments in associates:

			
Amounts in USD thousands
Balance at beginning of period
Group’s share of PTAS profit (19.6%)
Distributions from PTAS
Write-down initial investment booked at cost
Balance at end of period

2019

2018

16 405

16 686

-

-

(16 292)

(281)

(113)

-

-

16 405
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NOTE 4:

TAX
The table below shows the difference between book and tax values at the end of 2019 and 2018, and the amounts of
deferred taxes at these dates and the change in deferred taxes.

			
Norwegian tax payable:
Amounts in USD thousands

2019

2018

Profit/(loss) before tax USD accounts in USD

10 223

10 304

Difference between NOK and USD accounts

4 788

5 079

15 011

15 383

(3 014)

12

(752)

(579)

-

-

Result before tax measured in NOK for taxation purposes
Permanent differences
Change in temporary differences
Other differences

1 023

6 417

Estimated result for tax purposes

FX effect on opening balance of loss carried forward

12 268

21 232

Utilization of loss carried forward

(12 268)

(21 232)

Taxable income / (loss)

-

-

Tax payable

-

-

The result before taxes in NOK are different from the result before taxes in USD primarily due to currency exchange
differences. The foreign exchange difference arises as the Company’s functional currency is USD, whilst the tax calculation
in Norway is performed based on the accounts in NOK. As such, the tax calculation for the Company is in NOK, but presented
in USD.

			
Norwegian deferred tax:
Amounts in USD thousands

2019

2018

Operating loss carried forward

85 616

97 884

Deferred tax asset

18 836

22 513

Restrictions regarding balance tax asset

(18 836)

(22 513)

-

-

Book value tax asset

The 2018 reported operating loss carried forward was USD 94.1 million. This amount has been updated to match the tax
return for 2018.
			
U.S. deferred tax:
Amounts in USD thousands

2019

2018

Other differences

-

706

Operating loss carried forward

-

-

Deferred tax asset

-

198

Book value tax asset

-

198
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NOTE 4:

TAX (CONTINUED)

			
U.S. tax expense/(benefit):
Amounts in USD thousands
Current payable tax charged to the income statement

2019

2018

63

-

Change in deferred tax

198

-

Total tax expense / (benefit)

261

-

AMSC has recorded U.S. taxes in the income statement and balance sheet related to the U.S. income taxes on AMSC’s
investment in Philly Tankers. This is due to Philly Tankers having elected to be taxed as a partnership under the Internal
Revenue Code, with the consent of its shareholders. As such, AMSC as a shareholder separately accounts for their pro rata
shares of the Company’s income, deductions, losses and credits in their separate income tax returns.

NOTE 5:

LONG-TERM RECEIVABLES
Long-term receivables are:

Amounts in USD thousands

			
2019

2018

American Tanker, Inc. (ATI)

86 938

85 663

Total

86 938

85 663

As of 31 December 2019, AMSC holds a USD 27.8 million loan to ATI. The loan to ATI is unsecured and bears interest at the
higher of 9.5% or LIBOR plus 7% (9.5% at 31 December 2019) and with an option to pay in kind semi-annually. During 2019,
ATI paid USD 1.3 million in interest payments to AMSC. The ATI note is payable on demand by AMSC. AMSC does not intend
to call the note during the next 12 months.
In 2015, in connection with the vessel debt refinancing, AMSC made a second loan of USD 52.2 million loan to ATI. The loan
to ATI is unsecured and bears interest at 10%, with an option to pay in kind each quarter. The balance as of 31 December
2019 is USD 59.1 million. During 2019, ATI paid USD 5.9 million in interest payments to AMSC. The ATI note is payable on
demand by AMSC, provided that demand may not be made prior to the maturity date of the secured vessel debt.
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NOTE 6:

TOTAL EQUITY
Changes in equity are:
2019

			

Amounts in USD thousands

Share
capital

Share
premium

Total paidin capital

Equity as of 1 January 2019

96 366

123 810

220 176

Dividends paid / return of capital

-

(14 548)

Dividend payable

-

(4 849)

Net result
Equity as of 31 December 2019

Other
equity

Total
equity

(72 756)

147 420

(14 548)

-

(14 548)

(4 849)

-

(4 849)

-

-

-

10 223

10 223

96 366

104 412

200 778

(62 533)

138 245

The total outstanding shares of AMSC are 60,616,505 shares each with a par value of NOK 10 per share.			
No treasury shares were held as of 31 December 2019. 				
Subsequent to year-end, the Board declared a dividend/return of capital of USD 0.08 per share (USD 4.8 million in aggregate)
on 27 February 2020. The dividend was paid on 16 March 2020.				

			
2018
Amounts in USD thousands

Share
capital

Share
premium

Total paidin capital

Equity as of 1 January 2018

96 366

143 207

239 573

(83 060)

156 513

-

-

-

-

-

Repurchase of treasury shares

Other
equity

Total
equity

Proceeds from sale of treasury shares

-

-

-

-

-

Dividends paid / return of capital

-

(14 548)

(14 548)

-

(14 548)

Dividend payable

-

(4 849)

(4 849)

-

(4 849)

Net result

-

-

-

10 304

10 304

96 366

123 810

220 176

(72 756)

147 420

Equity as of 31 December 2018

The total outstanding shares of AMSC are 60,616,505 shares each with a par value of NOK 10 per share.			
No treasury shares were held as of 31 December 2018. 				
Subsequent to 2018 year-end, the Board declared a dividend/return of capital of USD 0.08 per share (USD 4.8 million in
aggregate) on 27 February 2019. The dividend was paid on 15 March 2019.
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NOTE 6:

TOTAL EQUITY (CONTINUED)
The shares were owned by the following 20 largest parties as of 31 December 2019:
			
Name

Number

Percent

11 557 022

19.1%

DNB Markets Aksjehandel/-analyse

9 504 132

15.7%

SKANDINAVISKA ENSKILDA BANKEN AB

9 164 632

15.1%

Goldman Sachs & Co. LLC

8 836 651

14.6%

TRETHOM AS

2 011 111

3.3%

SES AS

AKER CAPITAL AS

1 175 000

1.9%

PERSHING LLC

895 884

1.5%

BNP Paribas

829 652

1.4%

B.O. STEEN SHIPPING AS

825 000

1.4%

Citibank, N.A.

803 581

1.3%

NORDNET LIVSFORSIKRING AS

642 832

1.1%

Skandinaviska Enskilda Banken AB

588 000

1.0%

Skandinaviska Enskilda Banken AB

330 597

0.5%

KLP AKSJENORGE INDEKS

325 929

0.5%

MAGNESTAD

324 000

0.5%

VERDIPAPIRFONDET DNB NAVIGATOR

313 234

0.5%

BEDDINGEN FINANS AS

313 216

0.5%

NÆRINGSLIVETS HOVEDORGANISASJON

257 750

0.4%

BARCLAYS CAPITAL SEC. LTD FIRM

251 576

0.4%

ROESJOE

247 199

0.4%

Total 20 largest shareholders

49 196 998

81.2%

Other shareholders

11 419 507

18.8%

Total

60 616 505

100.0%
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NOTE 7:

OTHER LONG TERM INTEREST-BEARING DEBT
Subordinated loan from Aker ASA as of 31 December 2019:

			

Amounts in USD thousands		

Balance

Interest Rate

Principal amount		

-

10.25%

Total subordinated loan		

- 		

As part of the bank debt refinancing in 2015, the Company entered into a USD 20 million subordinated loan with Aker ASA.
The loan has an interest rate of 10.25 percent which is due in one lump sum upon repayment of the loan. Accrued interest
on the loan as of 31 December 2018 is USD 4.0 million. The loan is due the earlier of (i) six months after the secured vessel
debt becomes due or (ii) upon receipt of proceeds from Philly Tankers.
In February 2019, the Company received a liquidating distribution from PTAS and used USD 10.7 million of the proceeds to
repay all outstanding principal and interest on the Aker loan.		

NOTE 8:

CASH AND CASH EQUIVALENTS
There is no restricted cash, except cash in a tax withholding account for employees’ salaries of USD 83 thousand at 31
December 2019.

NOTE 9:

SHARES OWNED BY THE BOARD OF DIRECTORS AND THE SENIOR MANAGEMENT
For information regarding shares owned by the members of the board of directors and the senior management, see note
17 in the consolidated accounts.								
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NOTE 10: GUARANTEES

The company has made the following guarantees:
			
		Amount
Description
Beneficiary
(USD thousands)

Guarantee party

Senior secured credit facility

Agent (BNP Paribas), Arranger,
Lenders and Hedging Banks

300 000

ASC Leasing I-VII and IX, Inc.

Senior secured credit facility

Agent (CIT Bank),
Security Trustee and Lenders

150 000

ASC Leasing VIII and X, Inc.

AMSC has also agreed to indemnify OSG for any losses resulting from any breach by a vessel owning company of its
obligations under its agreements with OSG.

NOTE 11: EVENTS AFTER THE BALANCE DATE
On 27 February 2020, the Board authorized a quarterly dividend payment of USD 0.08 per share to the shareholders on
record as of 6 March 2020 in line with prior guidance. The shares in AMSC will be traded ex. dividend from and including 5
March 2020, and the dividend was paid on 16 March 2020. The dividend is classified as a return of paid in capital.
The Covid-19 pandemic and the current price war on crude oil between OPEC and Russia is causing increased uncertainty
around fundamentals relating to the Jones Act tanker market. Demand for gasoline and jet fuel in the U.S. as well as
domestic oil production may decrease in the short term and may remain volatile in the medium term. The full effect of
these external factors and the uncertainty related to how long they will last are likely to negatively affect both demand for
gasoline and jet fuel, as well as reduce crude oil production in the US.
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AUDITORS’ REPORT
KPMG AS
P.O. Box 7000 Majorstuen
Sørkedalsveien 6
N-0306 Oslo

Telephone +47 04043
Fax +47 22 60 96 01
Internet www.kpmg.no
Enterprise 935 174 627 MVA

To the Annual General Meeting of American Shipping Company ASA

Independent auditor’s report
Report on the Audit of the Financial Statements
Opinion
We have audited the financial statements of American Shipping Company ASA. The financial
statements comprise:
•

The financial statements of the parent company American Shipping Company ASA (the
Company), which comprise the statement of financial position as of 31 December 2019, and
the income statement and cash flow statement for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies, and

•

The consolidated financial statements of American Shipping Company ASA and its
subsidiaries (the Group), which comprise the statement of financial position as of
31 December 2019, and income statement, statement of comprehensive income, statement of
changes in equity, cash flow statement for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion:
•

The financial statements are prepared in accordance with the law and regulations.

•

The accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 December 2019, and its financial performance and its cash flows for the
year then ended in accordance with the Norwegian Accounting Act and accounting standards
and practices generally accepted in Norway.

•

The accompanying consolidated financial statements give a true and fair view of the financial
position of the Group as at 31 December 2019, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
as adopted by the EU.

Basis for Opinion
We conducted our audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company and the
Group as required by laws and regulations, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.
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Assessment of the carrying value of property, plant and equipment
Refer to Note 1 (accounting principles), and Note 6 (property, plant and equipment)
The key audit matter
As at 31 December 2019 the Group has
reported Property, Plant and Equipment of
USD 678.9 million, which includes vessels on
operating lease contracts with customers.
Management reviews Property, Plant and
Equipment for potential impairment whenever
events or changes in circumstances indicate that
the carrying amount of an asset may not be
recoverable.
Management uses significant judgment in
determining recoverable amounts of the vessels,
by making assumptions related to expected
future cash flows.
Due to the potential impact on the Group's
consolidated financial statements given the size
of the balance and the current economic
environment, and the auditor judgment required
when evaluating whether management's
assumptions are reasonable and supportable,
the assessment of the carrying amount of
Property, Plant and Equipment was considered
to be a key audit matter.

How the matter was addressed in our audit
We applied professional scepticism and critically
assessed management's judgment.
Our work included the following procedures:
• We assessed the cash flow forecast
from lease contracts by agreeing to
underlying contracts and the options
exercised by OSG in 2019;
• We challenged and analyzed
management's assumptions related to
extensions of the bareboat contracts,
and the discount rates applied with
reference to market data;
• We evaluated the forecasted residual
values;
• We performed our own independent
sensitivity calculations to quantify the
downside changes to management’s
models required to result in impairment;
• We obtained corroborating evidence for
management's conclusions, including
independent vessel valuation reports;
• We assessed the adequacy of the
disclosures in relation to the carrying
value of property, plant and equipement.

Other information
Management is responsible for the other information. The other information comprises information in
the annual report, except the financial statements and our auditor's report thereon.
Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of the Board of Directors and the Managing Director for the Financial Statements
The Board of Directors and the Managing Director (Management) are responsible for the preparation
in accordance with law and regulations, including fair presentation of the financial statements of the
Company in accordance with the Norwegian Accounting Act and accounting standards and practices
generally accepted in Norway, and for the preparation and fair presentation of the consolidated
financial statements of the Group in accordance with International Financial Reporting Standards as
adopted by the EU, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.
In preparing the financial statements, management is responsible for assessing the Company’s and
the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
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concern. The financial statements of the Company use the going concern basis of accounting insofar
as it is not likely that the enterprise will cease operations. The consolidated financial statements of the
Group use the going concern basis of accounting unless management either intends to liquidate the
Group or to cease operations, or has no realistic alternative but to do so.
Auditor’s Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.
As part of an audit in accordance with laws, regulations, and auditing standards and practices
generally accepted in Norway, including ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:
•

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

•

obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's or the Group's internal control.

•

evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

•

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

•

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

•

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

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.
We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with the Board of Directors, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so
would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Opinion on the Board of Directors’ report
Based on our audit of the financial statements as described above, it is our opinion that the
information presented in the Board of Directors’ report and in the statements on Corporate
Governance and Corporate Social Responsibility concerning the financial statements, the going
concern assumption and the proposed allocation of the result is consistent with the financial
statements and complies with the law and regulations.
Opinion on Registration and Documentation
Based on our audit of the financial statements as described above, and control procedures we have
considered necessary in accordance with the International Standard on Assurance Engagements
(ISAE) 3000, Assurance Engagements Other than Audits or Reviews of Historical Financial
Information, it is our opinion that management has fulfilled its duty to produce a proper and clearly set
out registration and documentation of the Company’s accounting information in accordance with the
law and bookkeeping standards and practices generally accepted in Norway.

Oslo, 2 April 2020
KPMG AS

Monica Hansen
State Authorized Public Accountant
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SHARE AND
SHAREHOLDER
INFORMATION
American Shipping Company
is committed to maintaining
an open and direct dialogue
with its shareholders, potential
investors, analysts, brokers,
and the financial community in
general. The timely release of
information to the market that
could affect the Company’s
share price helps ensure that
American Shipping Company
ASA’s share price reflects its
underlying value.

American Shipping Company’s goal is
that the Company’s shareholders will,
over time, receive competitive returns
on their investment. The Board considers the amount of dividend, if any, to
be recommended for approval by the
shareholders on an annual basis. The
recommendation is based upon earnings
for the year just ended, the financial
situation at the relevant point in time
and applicable restrictions under AMSC’s
financial agreements.
DIVIDENDS
The Company paid dividends totaling
USD 0.32 per share (USD 19.4 million) in
2019. The dividends were classified for
accounting purposes as repayment of
previously paid in share premium.
The Norwegian Public Limited Liability
Companies Act allows for the Board of Directors to pay dividends on the basis of an
authorization from the General Meeting.
At the 2019 Annual General Meeting, the
Board of Directors were granted an authorization to pay dividends up to an approved amount at their discretion based
on the Company’s annual accounts for
2018, valid up to the Company’s Annual
General Meeting in 2020. Such authorization facilitated payment of dividend by the
Board of Directors on a quarterly basis.
Payment of dividends by AMSC is subject
to restrictions under its vessel debt facilities and the bond loan. Subject to certain
exceptions, as of 31 December 2019, the
BNP and CIT credit agreements restrict
the payment of dividends by AMSC and
its subsidiaries. Specifically, AMSC and its
subsidiaries may pay cash dividends only
if there is no default and the Company is

in compliance with its financial covenants
under the loans. Beginning in 2019, dividends may be paid only if all ships remain
on bareboat charter contract.
SHARES AND SHARE CAPITAL
As of 31 December 2019, American
Shipping Company ASA had 60 616 505
ordinary common shares; each share
with a par value of NOK 10 (see Note 11
to the Company’s 2016 accounts).
As of 31 December 2019, the Company
had 1,716 shareholders, of whom 6.9 percent were non-Norwegian shareholders.
American Shipping Company ASA currently has a single share class. Each share
is entitled to one vote, but is subject to
certain voting and ownership restrictions
due to the fact that the Company is operating under an exception from the U.S.
ownership requirement in the Jones Act
(see Articles of Association available on
the Company’s web page). The Company
held no own (treasury) shares as of 31
December 2019.
STOCK-EXCHANGE LISTING
The Company’s shares are listed on the
Oslo Stock Exchange’s main (OSEBX)
list (ticker: AMSC). American Shipping
Company’s shares are registered in the
Norwegian Central Securities Depository;
the shares have the securities registration number ISIN NO 0010272065. DNB
Bank is the Company’s registrar.
SIGNIFICANT SHAREHOLDER
American Shipping Company ASA’s largest shareholder is Aker Capital AS, which
holds 19.1 percent of the Company’s
shares.
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From time to time, agreements are
entered into between two or more
former related companies. The boards
of directors and other parties involved in
the decision-making processes related to
such agreements are all critically aware
of the need to handle such matters in the
best interests of the involved companies,
in accordance with good corporate governance practice and on an arm’s length
basis. If needed, external, independent
opinions are sought.
CURRENT BOARD AUTHORIZATIONS
The Annual General Meeting in 2019
granted an authorization to the Board to
purchase own (treasury) shares in connection with the Company’s incentive scheme
for employees. The Board was also granted an authorization to increase the share
capital in connection with strengthening
of the Company’s equity capital or to raise
equity capital for future investments within the Company’s scope of operations.
The Board of Directors has authorization
to pay dividends, to facilitate payment of
dividends on a quarterly basis.
All of these Board authorizations are
valid up to the Annual General Meeting
in 2020.
SHARE INCENTIVE PROGRAM
The Company currently does not have
any share or stock option plans, but the
Annual General Meeting approved the
establishment of an incentive program
for its employees, giving the Board of Directors the ability to offer its employees
to purchase shares in the Company on
favorable terms, subject to certain lockup restrictions.
INVESTOR RELATIONS
American Shipping Company ASA seeks
to maintain an open and direct dialogue
with shareholders, financial analysts, and
the financial market in general.

20 LARGEST SHAREHOLDERS
as of 31 December 2019

		

Shareholder

Number of
shares held

Ownership
(in %)

AKER CAPITAL AS

11 557 022

19.1%

DNB Markets Aksjehandel/-analyse

9 504 132

15.7%

SKANDINAVISKA ENSKILDA BANKEN AB

9 164 632

15.1%

Goldman Sachs & Co. LLC

8 836 651

14.6%

TRETHOM AS

2 011 111

3.3%

SES AS

1 175 000

1.9%

PERSHING LLC

895 884

1.5%

BNP Paribas

829 652

1.4%

B.O. STEEN SHIPPING AS

825 000

1.4%

Citibank, N.A.

803 581

1.3%

NORDNET LIVSFORSIKRING AS

642 832

1.1%

Skandinaviska Enskilda Banken AB

588 000

1.0%

Skandinaviska Enskilda Banken AB

330 597

0.5%

KLP AKSJENORGE INDEKS

325 929

0.5%

MAGNESTAD

324 000

0.5%

VERDIPAPIRFONDET DNB NAVIGATOR

313 234

0.5%

BEDDINGEN FINANS AS

313 216

0.5%

NÆRINGSLIVETS HOVEDORGANISASJON

257 750

0.4%

BARCLAYS CAPITAL SEC. LTD FIRM

251 576

0.4%

ROESJOE

247 199

0.4%

Total 20 largest shareholders

49 196 998

81.2%

Other shareholders

11 419 507

18.8%

Total

60 616 505

100.0%

GEOGRAPHIC DISTRIBUTION
as of 31 December 2019

		

Nationality

Number of
shares held

Ownership
(in %)

Non-Norwegian shareholders

15 243 076

25.1%

Norwegian shareholders

45 373 429

74.9%

Total

60 616 505

100.0%
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Visitors to American Shipping Company’s
website at www.americanshippingco.com
can subscribe to email delivery of American Shipping Company news releases.
American Shipping Company’s press
releases and investor relations (IR) publications for the current and prior year are
available at the Company’s website: www.
americanshippingco.com. This online resource includes the Company’s quarterly
and annual reports, prospectuses, corporate presentations, articles of association,
financial calendar, and its Investor Relations and Corporate Governance policies,
along with other information.
Shareholders can contact the Company
at ir@amshipco.com.
SAVE THE ENVIRONMENT –
READ REPORTS ONLINE
Annual reports are published on the
Company’s website (www.americanshippingco.com) at the same time as they are
made available via website release by the
Oslo Stock Exchange: www.newsweb.no
(ticker: AMSC).
American Shipping Company ASA encourages its shareholders to subscribe
to the Company’s annual reports via
the electronic delivery system of the
Norwegian Central Securities Depository
(VPS). Please note that VPS services (VPS
Investortjenester) are designed primarily
for Norwegian shareholders. Subscribers
to this service receive annual reports in
PDF format by email.
Electronic distribution is the fastest
channel for accessing Company information; it is also cost-effective and environmentally friendly.
Quarterly reports, which are generally
only distributed electronically, are available from the Company’s website and
other sources. Shareholders who are

OWNERSHIP STRUCTURE
as of 31 December 2019

		
Number of
shareholders

Percent of
share capital

1-100

373

0.02%

101-1000

541

0.45%

1001-10,000

564

3.51%

10,001-100,000

201

10.35%

100,001-500,000

25

8.41%

over 500,000

12

77.26%

1 716

100.00%

Shares owned

Total

DIVIDEND HISTORY

USD per share
0.080

0.080

0.080

0.080

0.080

0.080

0.080

0.080

0.080

0.080

0.080

0.080

Q1-17

Q2-17

Q3-17

Q4-17

Q1-18

Q2-18

Q3-18

Q4-18

Q1-19

Q2-19

Q3-19

Q4-19

unable to receive the electronic version
of interim and annual reports, may subscribe to the printed version by contacting American Shipping Company.

(or their duly authorized representatives)
must either be physically present, vote
by proxy or vote electronically prior to the
shareholders’ meeting.

ANNUAL SHAREHOLDERS’ MEETING
American Shipping Company ASA’s annual shareholders’ meeting is normally held
in late March or April. Written notification
is sent to all shareholders individually
or to shareholders’ nominee. To vote at
shareholders’ meetings, shareholders

2019 SHARE DATA
The Company’s total market capitalization as of 31 December 2019 was NOK
1,991 million. During 2019, a total of
18,789,856 American Shipping Company
ASA shares traded. The shares traded on
249 trading days.
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CORPORATE
GOVERNANCE
Corporate governance
American Shipping Company
ASA’s focus is on building a
premier ownership position
in the Jones Act market to
create maximum value for its
shareholders. Good corporate
governance will help to reduce
risk and ensure sustainable
value creation.

The Board of Directors of American
Shipping Company ASA has reviewed
and updated the Company’s principles
for corporate governance. The Board’s
statement of corporate governance is
included in the annual report. The principles are based on the Norwegian Code
of Practice for Corporate Governance,
dated 17 October 2018 (the “Code of
Practice”), the principles set out in the
Continuing Obligations of stock exchange
listed companies from the Oslo Stock
Exchange, and the relevant Norwegian
background law such as the Norwegian
Accounting Act and the Norwegian Public
Limited Liability Companies Act. The Code
of Practice is available at www.nues.no
and the Continuing Obligations of stock
exchange listed companies may be found
at www.oslobors.no. The principles also
apply to American Shipping Company
ASA’s subsidiaries where relevant.

The following presents American Shipping
Company ASA’s (hereinafter American
Shipping Company, AMSC, the Company
or the Group) practice regarding each of
the recommendations contained in the
Code of Practice. Any deviations from the
recommendations are found under the
item in question. In addition to the Code of
Practice, the Norwegian Accounting Act §
3-3b stipulates that companies must provide a report on their policies and practices
for corporate governance either in the annual report or in a document referred to in
the annual report. This report is integrated
in this corporate governance statement.
PURPOSE
American Shipping Company’s Corporate
Governance principles are intended to
ensure an appropriate division of roles
and responsibilities among the Company’s owners, its Board of Directors, and
its executive management and that the
Company’s activities are subject to satisfactory control. These principles contribute to the greatest possible value creation
over time, to the benefit of owners and
other stakeholders. It is the responsibility
of the Board of Directors of AMSC to ensure that the Company implements sound
corporate governance.
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BUSINESS
The Company’s business model is to own
and bareboat charter vessels for operation
in the U.S. Jones Act market through its
wholly owned subsidiary leasing companies. The corporate structure of American
Shipping Company, through its operating
subsidiaries in the United States, is in conformance with the applicable requirements
of the Jones Act. All of its vessels are fully
qualified to participate in the domestic
maritime trades of the United States.
Pursuant to clause 3 of the Company’s
Articles of Association, the objective of
the Company is “to own and carry out
industrial business and other activities
related hereto, including ownership
of vessels, capital management and
other functions for the group, as well as
participation in or acquisition of other
companies.”
The function of the business purpose
clause is to ensure that shareholders
have control of the business and its
risk profile, without limiting the Board
or management’s ability to carry out
strategic and financially viable decisions
within the defined purpose. The Group’s
financial goals and main strategies are as
follows:
Ї Be a preferred ship owning and lease

Ї
Ї
Ї
Ї

finance company in the Jones Act
market
Generate stable cash flow from long
term bareboat charters
Have a modern, safe and operationally
friendly fleet
Explore and invest in value creating
opportunities for our shareholders
Ensure an optimal use of capital

The board of directors defines clear objectives, strategies and risk profiles for the
Company’s business activities such that
the Company creates value for shareholders. The company has guidelines for how
it integrates considerations related to its

stakeholders into its value creation. The
board of directors evaluates these objectives, strategies and risk profiles at least
yearly. These objectives, goals, strategies
and risk profiles are presented in more
detail on page 10 of this report and in the
Board of Director’s report.
EQUITY AND DIVIDENDS
Equity
The Group’s book equity as of 31 Dec
ember 2019 was USD 165.0 million
corresponding to an equity ratio of 21.9
percent. The Company’s Board of Directors frequently monitors the Company’s
equity level according to the Norwegian
Public Limited Liability Companies Act
Sections 3-4 and 3-5. As such, the Company regards the Group’s current equity
as sound. The Board of Directors also
monitors the Company’s capital structure
and ensures that the Company’s capital
structure is appropriate to AMSC’s objective, strategy and risk profile.
Dividends
American Shipping Company’s dividend
policy is included in the section “Shares
and shareholder information”, on [pages
70-72] of this annual report. The Company’s goal is that its shareholders shall,
over time, receive competitive returns
on their investment. Any payment of
dividend will be based upon the Group’s
earnings for the last year ended and other
factors, the financial situation at the relevant point in time and applicable restrictions under AMSC’s financial agreements
and applicable laws and regulations.

connection with the Company’s incentive
scheme for employees. The Board was
also granted an authorization to increase
the share capital in connection with
strengthening of the Company’s equity
capital or to raise equity capital for future
investments within the Company’s scope
of operations. The Board of Directors
has authorization to pay dividends, to
facilitate payment of dividends on a quarterly basis.
All of these Board authorizations are
valid up to the Annual General Meeting
in 2020.
EQUAL TREATMENT OF SHAREHOLDERS AND TRANSACTIONS WITH CLOSE
ASSOCIATES
The Company has a single class of shares,
and all shares carry the same rights in
the Company. However, the shares are
subject to certain ownership and voting
restrictions due to the fact that the Company is operating under an exception from
the U.S ownership requirement in the
Jones Act (see the Company’s Articles of
Association Section 8, which are available
on the Company’s web page).
Equal treatment of all shareholders
is crucial. If existing shareholders’
pre-emptive rights are waived upon an
increase in share capital, the Board must
justify the waiver. Transactions in own
(treasury) shares must be executed on
the Oslo Stock Exchange or by other
means at the listed price.

Board authorizations
The Board’s proposals for Board authorizations to increase the Company’s share
capital are to be limited to defined issues
and to be valid only until the next Annual
General Meeting.

If there are material transactions between the Company and a shareholder,
board member, member of executive
management, or a party closely related
to any of the aforementioned, the Board
shall ensure that independent valuations
are available.

The Annual General Meeting in 2019
granted an authorization to the Board
to purchase own (treasury) shares in

See information on transactions with
related parties in Note 18 to the consolidated accounts.
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SHARES AND NEGOTIABILITY
American Shipping Company’s shares
are freely negotiable. However, the
transferability of shares is subject to
certain voting and ownership restrictions
on “Shipping Operators” due to the fact
that the Company is operating under
an exception from the U.S ownership
requirement in the Jones Act. A “Shipping
Operator” is defined in the Company’s
Articles of Association as a person or
entity that operates any vessel for hire or
directly or indirectly controls, is controlled
by, or is under common control with any
company or person who operates any
vessel for hire. For further details, see the
Company’s Articles of Association Section
8, which are available on the Company’s
web page.
GENERAL MEETINGS
The Board encourages shareholders to
participate in its General Meetings. It is
the Board’s priority to hold the Annual
General Meeting as early as possible
after the year-end. Notices convening
General Meetings, with comprehensive
documentation relating to the items on
the agenda, including the recommendations from the Nomination Committee,
are made available on the Company’s
website no later than 21 days prior to the
General Meeting. The deadline for shareholders to register to the shareholders’
meetings is set as close to the date of the
meeting as possible and the deadline for
registration may not expire earlier than
five days prior to the date of the General
Meeting.
The notice materials include a thorough
explanation of all procedures for registration, voting and attendance. The proxy
form includes instructions for representation at the meeting through a proxy
and allows shareholders to nominate a
person who will be available to vote on
behalf of the shareholders. In addition,
to the extent possible, the proxy form
includes separate voting instructions to

be given for each matter to be considered
by the meeting. The shareholders may
also vote electronically in advance of the
General Meeting.
Pursuant to the Company’s Articles of
Association, the Chairman of the Board or
an individual appointed by the Chairman
of the Board will chair shareholder’s
meetings. Thus, the Articles of Association of the Company deviates from the
Code of Practice in this respect. Having
the Chairman of the Board or a person
appointed by her chairing the General
Meetings simplifies the preparations
for the General Meetings significantly.
Board members and the chairman of
the nomination committee are required
to attend General Meetings. The auditor
shall attend shareholders’ meetings
when items to be considered are of such
a nature that the auditor’s attendance is
regarded as essential.
The shareholders are invited to vote on
the composition of the Board of Directors
proposed by the Nomination Committee
as a group, and not on each board
member separately. Hence, the Company
deviates from the Code of Practice in this
regard as it is important to the Company
that the Board of Directors works in the
best possible manner as a team, and that
the background and competence of the
board members complement each other.

of Board members and members of the
Nomination Committee. The current
members of the Nomination Committee,
as elected by the General Meeting, are
Arild Støren Frick (chair) and Christine
Rødsæther.
The General Meeting of the Company
has adopted guidelines for the Nomination Committee. According to these
guidelines, the Nomination Committee
shall emphasize that candidates for the
Board have the necessary experience,
competence and capacity to perform
their duties in a satisfactory manner.
Furthermore, attention should be paid to
ensure that the Board can function effectively as a collegiate body. A reasonable
representation with regard to gender and
background should also be emphasized,
and the Nomination Committee should
present its nomination of Directors to the
Board, and also justify its nominations.
The guidelines for the Nomination Committee are available on the Company’s
website.

Minutes of General Meetings are published as soon as practically possible
via the Oslo Stock Exchange messaging
service www.newsweb.no (ticker: AMSC)
and on the Company’s website
www.americanshippingco.com.

The Chairman of the Nomination Committee has the overall responsibility
for the work of the committee. In the
exercise of its duties, the Nomination
Committee may contact, amongst others,
shareholders, the Board of Directors,
management and external advisors. The
Nomination Committee shall also ensure
that its recommendations are endorsed
by the largest shareholders. The Company will provide their shareholders with
information on how to submit proposals
to the Nomination Committee for
candidates for election to the Board of
Directors on the Company’s website.

NOMINATION COMMITTEE
Pursuant to American Shipping Company’s Articles of Association, the Nomination Committee recommends candidates
for members of the Board of Directors.
The Nomination Committee also makes
recommendations as to remuneration

BOARD OF DIRECTORS:
COMPOSITION AND INDEPENDENCE
Pursuant to the Company’s Articles of
Association and corporate governance
policy, the Board comprises between
three and nine members, which are
elected for a period of two years. Further,
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up to three shareholder-elected deputy
board members may be elected annually.
The Chairman of the Board is elected
by the General Meeting. The Board may
elect a Deputy Board Chairman.
The majority of the shareholder-elected
Board members are to be independent of
the Company’s executive management,
its significant business associates and its
significant shareholders. Representatives
of American Shipping Company’s executive management shall not be board
members. The current composition of the
Board is presented on [page 12] of this
annual report, which also includes the
board members’ expertise, capabilities
and independence. The current members
of the Board are Annette Malm Justad
(Chairman), Peter Knudsen and Kristian
Røkke. Two of the three members of the
Board are independent of the Company’s
significant shareholders and significant
business associates. The Company encourages the board members to invest in
the Company shares, and the shareholdings of the board members are presented
in Note 17 to the consolidated accounts.
The board members represent a combination of expertise, capabilities, and
experience from various finance, industry,
and non-governmental organizations.
Based on the current board members’
experience and expertise, the Board functions effectively as a collegiate body.
Two of the three shareholder-elected Board
members are up for election in 2020.
THE WORK OF THE BOARD OF
DIRECTORS
The Board has adopted informal guidelines
that regulate areas of responsibility, tasks,
and division of roles of the Board, Chairman, and CEO. These instructions also feature rules governing Board schedules, rules
for notice and chairing of Board meetings,
decision-making rules, the CEO’s duty and
right to disclose information to the Board,

professional secrecy, impartiality, and other
issues. In general, four ordinary board
meetings are convened each year, with one
meeting held every quarter.
To ensure a more independent consideration of matters of a material nature
in which the Chairman is, or has been,
personally involved, the Board’s consideration of such matters should be chaired
by another member of the Board. The
Board itself assesses the need to elect a
deputy chairman.
The Norwegian Public Limited Liability
Companies Act requires that companies
listed on a regulated market shall have
an audit committee. Due to the small
size of the Company’s Board, the entire
Board of Directors acts as the audit
committee, thus the Company deviates
from The Code of Practice in this respect.
The majority of the members of the audit
committee are independent of the Company’s operations.
With the exception of the audit committee, the Board has not deemed it necessary to establish other board committees
at this time. The Board has considered
appointing a remuneration committee in
order to help ensure thorough and independent preparation of matters relating
to compensation paid to executive personnel. However, due to the small size of
the Board and since no members of the
executive personnel are also members
of the Board of Directors, the Board does
not deem it necessary to appoint a remuneration committee at this time. If the
Board decides to appoint a remuneration
committee, the membership of the committee shall be restricted to members of
the Board who are independent of the
Company’s executive personnel.
American Shipping Company has prepared
guidelines designed to ensure that members of the Board of Directors and executive management notify the Board of any

direct or indirect stake they may have in
agreements entered into by the Group.
The Board evaluates its own performance
and expertise once a year.
RISK MANAGEMENT AND
INTERNAL CONTROL
The Board is to ensure that the Company
maintains solid in-house control practices
and appropriate risk management systems tailored to the Company’s business
activities and its values and ethical
guidelines. The Board annually reviews
the Company’s most important risk areas
and internal control systems and procedures, and the main elements of these
assessments are mentioned in the Board
of Directors’ report.
Audit Committee
The Audit Committee has reviewed the
Company’s internal reporting systems,
internal control and risk management
and had dialogue with the Company’s
auditor. The Audit Committee has also
considered the auditor’s independence.
AMSC’s financial policies ensure follow-up of financial risk. Key targets are
identified by the Board and management
to ensure timely control of currency
exposure, interest rate exposure and
compliance with loan covenants.
Financial Statement Close Process
Consolidation and control over the
financial statement close process is the
Controller’s responsibility. The Company’s
current business includes bareboat chartering of its ten vessels and therefore
means that the activities of its employees are managing the financing of vessels
and overhead. The Company has a small
organization with three employees, who
all have direct communication with the
Board of Directors. Meetings between
management, the external auditor and
members of the Board, to identify significant accounting issues or other issues
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are held prior to completion of the annual
report and in connection with management’s reporting to the Audit Committee.
The purpose of these meetings is to
focus on new and amended accounting
principles or other issues in the financial
statements. Financial results and cash
development are analyzed and compared
to the budget by the CFO and Controller
and reported to the Board monthly.
Because of the inherent segregation of
duties matters caused by having only
three employees, special actions have
been implemented. In Norway, disbursements are managed by accounting
services purchased from an accounting
firm, with normal control procedures in
place such as management approval of
invoices for payment and two signatories
required for payments.
The Board of Directors approves the
Company’s yearly budget and reviews deviations to the budget on a monthly basis.
REMUNERATION OF
THE BOARD OF DIRECTORS
Board remuneration is to reflect the
Board’s responsibility, expertise, time
spent, and the complexity of the business. Remuneration does not depend on
American Shipping Company’s financial
performance and the Company does not
grant share options to the board members. Board members and companies
with whom they are associated must not
take on special tasks for the Company
beyond their Board appointments unless
such assignments are disclosed to the
full Board and remuneration for such additional duties is approved by the Board.
The Chairman and the Board of Directors
have not received benefits other than
directors’ fees.
Additional information on remuneration
paid to board members for 2019 is
presented in Note 17 to the consolidated
accounts.

REMUNERATION OF
EXECUTIVE MANAGEMENT
The Board has adopted guidelines for
remuneration of executive management
in accordance with the Norwegian Public
Limited Company Act section 6-16a. Salary and other remuneration of American
Shipping Company’s CEO are determined
by the Board of Directors.
The Board’s guidelines for remuneration
of executive management will be made
available as a separate appendix to the
agenda for the Annual General Meeting.
The statement will include information
on which aspects of the guidelines are
advisory, and which, if any, is binding.
The shareholders will be able to vote
separately on these aspects of the
guidelines.
INFORMATION AND
COMMUNICATIONS
The Board of Directors has established
guidelines for the reporting of financial
and other information and is based on
openness and on equal treatment of
shareholders, the financial community,
and other interested parties. The
long-term goal of American Shipping
Company’s investor relations activities is
to ensure the Company’s access to capital at competitive terms and to ensure
shareholders’ correct pricing of shares.
These goals are to be accomplished
through correct and timely distribution
of information that can affect the Company’s share price; the Company is also
to comply with current rules and market
practices, including the requirement
of equal treatment. All stock exchange
notifications and press releases are made
available on the Company’s website
www.americanshippingco.com; stock
exchange notices are also available from
www.newsweb.no. All information that
is distributed to shareholders is simultaneously published on American Shipping
Company’s website. The Company’s

financial calendar is also found on [page
4] of this annual report.
TAKE-OVERS
The overriding principle is equal treatment of shareholders. The principles
are based on the bidder, the Company
and the management all having an
independent responsibility for fair and
equal treatment of the shareholders in a
takeover process, and that company operations are not unnecessarily disturbed.
It is the responsibility of the Board to
ensure that the shareholders are kept
informed and that they have reasonable
time to assess the offer.
Unless the Board has particular reasons
for so doing, it will not take steps to
prevent or obstruct a take-over bid for the
Company’s business or shares, nor use
share issue authorizations or other measures to hinder the progress of the bid,
without such actions being approved by
the shareholders’ meeting after the takeover offer has become public knowledge.
If an offer is made for the Company’s
shares, the Board will make a statement
to the shareholders that provides an
assessment of the bid, the Board’s
recommendations, and reasons for
these recommendations. If the Board
cannot make a recommendation to the
shareholders, the Board shall explain their
reasoning for no such recommendation.
For each bid, an assessment will be made
as to the necessity of bringing in independent expertise. In a situation where a
competing bid is made and the bidder has
a connection to any member of the Board
or executive personnel, or if the bidder is a
main shareholder, the Board shall seek an
independent valuation. The valuation is to
be recorded in the Board’s statement.
Transactions that have the effect of sale
of the Company or a major component of
it are to be decided on by shareholders at
a shareholders’ meeting.
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AUDITOR
The auditor will make an annual presentation to the Board of a plan for the
auditing work for the year. Further, the
auditor is to provide the Board with an
annual written confirmation that the
requirement of independence has
been met.
The auditor participates in at least one
Board meeting annually, including the
meeting prior to the Annual General
Meeting. At this meeting, the auditor reviews any material changes in the Com-

pany’s accounting policies, comments
on any material estimated accounting
figures and reports all material matters
on which there has been disagreement
between the auditor and the executive
management of the Company. The auditor also presents to the Board a review
of the Company’s internal control procedures, including identified weaknesses
and proposals for improvements.
One meeting a year is held between the
auditor and the Board, at which no representatives of executive management

are present. Auditors are to provide the
Board with an annual overview of services other than auditing that have been
supplied to the Company. Remuneration
for auditors, presented in Note 3 to the
consolidated accounts, is stated for the
four categories of ordinary auditing,
other attestation services, tax assistance
and other assurance services. In addition,
these details are presented at the Annual
General Meeting. The auditor has provided the Board of Directors with written
confirmation of its independence.
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Third Quarter 2019 Report
Lysaker, 20 November 2019, American Shipping Company ASA (“AMSC” or the “Company”) announces results for
third quarter ending 30 September 2019.

HIGHLIGHTS





Stable Q3 bareboat revenue of USD 22.1 million
Backlog of secured bareboat revenue of USD 237.1 million with average weighted tenor of 2.7 years
Normalized EBITDA for Q3 of USD 22.4 million and adjusted net profit of USD 3.0 million
Declared Q3 dividend of USD 0.08 per share, in line with previous guidance and backed by the Company’s
contracted cash flow

AMSC CEO, Pål Lothe Magnussen comments, “We are encouraged to see significant chartering activity in the Jones
Act tanker market during the last few months leaving very limited shipping capacity available until the end of 2020.
New time charter contracts are done at higher levels than last year and for longer durations, signaling a continued
strengthening in the market. Current market rates in the high fifties are profitable for both owners and operators, and
we believe we are in a multi-year period of stable and improving market conditions.”

MAIN EVENTS DURING AND SUBSEQUENT TO THE THIRD QUARTER


Operating income: Operating income was stable at USD 13.0 million in Q3 2019 versus USD 12.8 million
in Q3 2018.



Profit share: There was no profit share for Q3 2019 or Q3 2018 attributed to AMSC. The profit share is
reported quarterly, but calculated on an aggregated fleet level over a full calendar year. See note 11 for
further details.



Normalized EBITDA: Normalized EBITDA of USD 22.4 million for Q3 2019 consists of base bareboat
revenue of USD 22.1 million, plus Deferred Principal Obligation (“DPO”) of USD 0.9 million, less SG&A of
USD 0.6 million. The comparative figure for Q3 2018 for normalized EBITDA was USD 22.2 million
(consisting of base bareboat revenue of USD 22.1 million, plus DPO of USD 0.9 million, less SG&A of USD
0.8 million). See Note 14 for more detailed information.



Adjusted net profit: Adjusted net profit of USD 3.0 million for Q3 2019 consists of net profit after tax,
adjusted for non-recurring items, currency fluctuations, mark-to-market of derivatives and changes to noncash deferred tax expenses. The comparative figure for Q3 2018 was USD 2.2 million. See Note 14 for
further details.



Dividends: On 23 August 2019, the Board authorized a quarterly dividend payment of USD 0.08 per share,
the equivalent of NOK 0.7249 per share, to the shareholders on record as of 2 September 2019, which was
paid on 10 September 2019. The dividend was classified as a return of paid in capital.
On 19 November 2019, the Board authorized a quarterly dividend payment of USD 0.08 per share to the
shareholders on record as of 27 November 2019, in line with prior guidance. The shares in AMSC will be
traded ex. dividend from and including 26 November 2019, and the dividend will be paid on or about 5
December 2019. The dividend is classified as a return of paid in capital.
Dividend guidance: The Company’s policy with respect to dividends is driven by the Board’s commitment
to return value to its shareholders while also prudently managing its balance sheet and maintaining financial
flexibility to pursue growth and diversification opportunities. Dividend payments depend on, among other
things, performance of existing contracts including outlook for profit share, and will be considered in
conjunction with the Company’s financial position, debt covenants, capital requirements, and market
conditions going forward.
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THIRD QUARTER FINANCIAL REVIEW
Condensed Income Statement

Amounts in USD million (except share and per share information)

Q3
2019

unaudited
Q3
2018

Operating revenues

22.1

22.1

65.7

65.7

Operating profit before depreciation - EBITDA

21.5

21.3

63.4

62.9

Normalized EBITDA
Operating profit - EBIT
Gain / (loss) on investments

22.4
13.0
-

22.2
12.8
-

66.1
38.1
(0.1)

65.6
37.6
-

(10.0)
0.1

(10.4)
0.1

(30.4)
(3.3)

(31.0)
2.5

3.1
-

2.5
(0.2)

4.3
(0.1)

9.1
(0.2)

Net interest expense
Unrealized gain/(loss) on interest swaps
Profit/(loss) before income tax
Income tax expense
Non-cash income tax (expense) / benefit
Net profit/(loss) for the period *
Adjusted net profit
Average number of common shares
Earnings/(loss) per share (USD)

(0.2)
2.9
3.0
60,616,505
0.05

0.1
2.4
2.2
60,616,505
0.04

Year to date
2019

0.3
4.5
7.5
60,616,505
0.07

2018

(0.6)
8.3
6.4
60,616,505
0.14

* Applicable to common stockholders of the parent company

Third quarter results
AMSC’s operating revenues for each of Q3 2019 and Q3 2018 were USD 22.1 million. EBITDA was USD
21.5 million in Q3 2019 (USD 21.3 million in Q3 2018). EBIT was USD 13.0 million in Q3 2019 (USD 12.8
million in Q3 2018).
Net interest expense (interest expense less interest income) for Q3 2019 was USD 10.0 million (USD 10.4
million in Q3 2018).
In Q3 2019, AMSC had an unrealized gain of USD 0.1 million on the mark-to-market valuation of its interest
rate swap contracts related to its vessel financing (gain of USD 0.1 million in Q3 2018).
AMSC had a net profit before tax for Q3 2019 of USD 3.1 million (USD 2.5 million in Q3 2018). Non-cash
deferred income tax expense was USD 0.2 million in Q3 2019 (benefit of USD 0.1 million in Q3 2018).
Current tax expense was USD 0.2 million in Q3 2018.
The non-cash deferred income tax expense/benefit was the result of accelerated tax depreciation, which
has created differences between accumulated depreciation for book and tax purposes and corresponding
tax losses, the net of which is recognized as a deferred tax liability on the balance sheet.
As of 30 September 2019, AMSC has approximately USD 549 million of federal net operating losses in
carryforward in its U.S. subsidiaries. See Note 6 for more detailed information.
Net profit for Q3 2019 was USD 2.9 million compared to USD 2.4 million in Q3 2018.
Year to date results
AMSC’s operating revenues for each of the first nine months of 2019 and 2018 were USD 65.7 million.
EBITDA was USD 63.4 million in the first nine months of 2019 (USD 62.9 million for the nine months ending
30 September 2018). EBIT was USD 38.1 million for the nine months ending 30 September 2019 and
USD 37.6 million for the same period in 2018.
Net interest expense (interest expense less interest income) for the first nine months of 2019 was USD
30.4 million (USD 31.0 million for the same period in 2018).
In the first nine months of 2019, AMSC had an unrealized loss of USD 3.3 million on the mark-to-market
valuation of its interest rate swap contracts related to its vessel financing (gain of USD 2.5 in the same
period in 2018).
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AMSC had a net profit before tax for the nine months ending 30 September 2019 and 2018 of USD 4.3
million and USD 9.1 million, respectively. Non-cash deferred income tax benefit was USD 0.3 million in
the first nine months of 2019 (expense of USD 0.6 million in the same period of 2018). AMSC recognized
an income tax expense of USD 0.1 million in the first nine months of 2019 (USD 0.2 million in the same
period 2018), relating to state taxes. Net profit for year-to-date 2019 was USD 4.5 million compared to
USD 8.3 million in the same period of 2018.
Condensed Statement of Financial Position

Amounts in USD million
Vessels
Interest-bearing long term receivables (DPO)
Other non current assets
Derivative financial assets
Trade and other receivables
Cash held for specified uses
Cash and cash equivalents
Total assets
Total equity
Deferred tax liabilities
Interest-bearing long term debt
Derivative financial liabilities
Interest-bearing short term debt
Deferred revenues and other payables
Total equity and liabilities

unaudited
30-Sep
2019
686.5
25.3
0.1
2.4
50.5
764.8
166.0
12.7
533.2
0.9
41.6
10.4
764.8

30-Sep
2018
720.3
27.2
16.4
4.2
0.1
2.1
47.3
817.7

31-Dec
2018 *
711.8
26.7
16.4
2.4
0.2
2.7
51.1
811.3

180.6
12.3
580.7
28.3
15.8
817.7

176.1
13.0
572.3
29.6
20.3
811.3

* Derived from audited financial statements

The decrease in Vessels from 31 December 2018 reflects depreciation of the Company’s 10 vessels for
the nine months ending 30 September 2019.
During Q3 2019, Overseas Shipholding Group, Inc. (“OSG”) made repayments on the DPO of USD 0.9
million, of which USD 0.5 million is principal repayment. See note 12 to the condensed consolidated
financial statements for additional information on the DPO.
Other non-current assets included AMSC’s 19.6% investment in Philly Tankers AS (“PTAS”). In Q1 2019,
PTAS liquidated the company and distributed its remaining available cash to its shareholders. AMSC
received USD 16.3 million net of tax, of which USD 10.7 million was used to repay all outstanding principal
and interest on its subordinated loan from Aker ASA. In total, AMSC received USD 28.8 million in gross
after tax proceeds from the initial USD 25 million investment in PTAS.
Interest bearing debt as of 30 September 2019 was USD 574.8 million, net of USD 5.3 million in capitalized
fees versus USD 601.9 million as of 31 December 2018. This debt relates to the bank financing for the
Company’s 10 vessels of USD 360.1 million and the bond of USD 220.0 million. AMSC was in compliance
with all of its debt covenants as of 30 September 2019.

Outlook
Similarly to last year at this time, all Jones Act tankers are currently on time charter contracts with most
vessels chartered for 12 months or longer. Few vessels are available until the end of 2020 and multi-year
contracts are now becoming more visible again. AMSC is of the opinion that we are in a multi-year period
with a stable Jones Act tanker market which is demonstrating strengthening market conditions, resulting in
gradually higher time charter rates for longer durations. Recent fixtures are higher than last year and for
longer periods.
The current conditions in the Jones Act tanker market are a result of negative fleet growth over the past
two years, in combination with gradually increasing demand for transporting clean products as well as a
resurgence of crude shipping transportation.
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The order book for new vessels is practically empty and older vessels are continuing to be removed from
the fleet. This trend is expected to continue for the coming years with limited yard capacity effectively
increasing newbuild cost and delaying potential delivery times. Expensive maintenance capex makes it
unattractive to keep investing in older vessels, and we expect the remaining 10 vessels older than 35 years
to leave the fleet over the next several years.
The market fundamentals driving demand for shipping clean products as well as crude remain stable and
are expected to remain that way for the foreseeable future. The crude spread between WTI priced in
Houston and Bonny Light remained open during Q3 and the monthly cargoes being shipped to the U.S.
Northeast remained stable at similar levels as seen over the last two years. Clean cargo volumes, mainly
from the U.S. Gulf into Florida, remained stable with the majority of the Jones Act fleet being deployed on
this trade.
AMSC continues to enjoy downside protection with “come hell or high water” bareboat contracts, with five
product tankers secured until December 2022, four product tankers secured until December 2020 and one
shuttle tanker secured until June 2025. If the market enters into a period of extended strength, the Company
may benefit from a profit share arrangement with OSG, which provides upside beyond fixed contracted
rates.

Risks
The risks facing AMSC principally relate to the operational and financial performance of OSG, re-chartering
risk as well as overall market risk.
AMSC’s activities also expose the Company to a variety of other financial risks, including but not limited to,
currency, interest rate, refinancing, and liquidity risk.
For further details of AMSC’s risks, refer to the 2018 Annual Report.

Definitions
Jones Act - The U.S. cabotage law, referred to as Jones Act, requires all commercial vessels operating
between U.S. ports to be built, owned, operated and manned by U.S. citizens and to be registered under
the U.S. flag. In 1996 certain amendments were enacted to the U.S. vessel documentations laws, allowing
increased non-U.S. participation in the ownership of vessels operating in the Jones Act trade under certain
conditions, known as the finance lease exemption.

Lysaker, 19 November 2019
The Board of Directors and President / CEO
American Shipping Company ASA

Annette Malm Justad
Chairperson

Peter D. Knudsen
Director

Kristian Røkke
Director

Pål Magnussen
President / CEO
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AMERICAN SHIPPING COMPANY ASA GROUP CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND YEAR TO DATE 2019
CONDENSED INCOME STATEMENT
Amounts in USD million (except share and per share information)
Operating revenues
Operating expenses
Operating profit before depreciation - EBITDA
Depreciation
Operating profit - EBIT
Gain / (loss) on investments
Net interest expense
Unrealized gain/(loss) on interest swaps
Profit/(loss) before income tax
Income tax expense
Non-cash income tax (expense) / benefit
Net profit/(loss) for the period *
Average number of common shares
Earnings/(loss) per share (USD)

unaudited
Q3
2018

Q3
2019
22.1
(0.6)
21.5
(8.5)
13.0
(10.0)
0.1
3.1
(0.2)
2.9
60,616,505
0.05

22.1
(0.8)
21.3
(8.5)
12.8
(10.4)
0.1
2.5
(0.2)
0.1
2.4
60,616,505
0.04

Year to date
2019

65.7
(2.3)
63.4
(25.3)
38.1
(0.1)
(30.4)
(3.3)
4.3
(0.1)
0.3
4.5
60,616,505
0.07

2018

65.7
(2.8)
62.9
(25.3)
37.6
(31.0)
2.5
9.1
(0.2)
(0.6)
8.3
60,616,505
0.14

CONDENSED STATEMENT OF CHANGES IN COMPREHENSIVE INCOME

Amounts in USD million
Net income/(loss) for the period
Other comprehensive income for the period, net of tax
Total comprehensive income/(loss) for the period *

Q3
2019
2.9
2.9

unaudited
Q3
2018
2.4
2.4

Year to date
2019
4.5
4.5

2018
8.3
8.3

* Applicable to common stockholders of the parent company.

CONDENSED STATEMENT OF FINANCIAL POSITION
unaudited
30-Sep
2019

30-Sep
2018

31-Dec
2018 *

686.5
25.3
711.8

720.3
27.2
16.4
4.2
768.1

711.8
26.7
16.4
2.4
757.3

0.1
2.4
50.5
53.0

0.1
2.1
47.3
49.6

0.2
2.7
51.1
54.0

Total assets

764.8

817.7

811.3

Equity and liabilities
Total equity

166.0

180.6

176.1

Non-current liabilities
Bond payable
Other interest-bearing loans
Derivative financial liabilities
Capitalized fees
Deferred tax liability
Total non-current liabilities

220.0
318.5
0.9
(5.3)
12.7
546.8

220.0
366.9
(6.2)
12.3
593.0

220.0
358.5
(6.2)
13.0
585.3

41.6
10.4
52.0

28.3
15.8
44.1

29.6
20.3
49.9

Total liabilities

598.8

637.1

635.2

Total equity and liabilities

764.8

817.7

811.3

Amounts in USD million
Assets
Non-current assets
Vessels
Interest-bearing long term receivables (DPO)
Other long term assets
Derivative financial assets
Total non-current assets
Current assets
Trade and other receivables
Cash held for specified uses
Cash and cash equivalents
Total current assets

Current liabilities
Interest-bearing short-term debt
Deferred revenues and other payables
Total current liabilities

* Derived from audited financial statements
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CONDENSED STATEMENT OF CHANGES IN TOTAL EQUITY

Amounts in USD million

unaudited
Year to date
2019

Equity as of beginning of period
Total comprehensive income for the period
Repurchase of treasury shares
Proceeds from sale of treasury shares
Dividends/return of capital
Total equity as of end of period

176.1
4.5
(14.5)
166.0

2018
186.9
8.3
(14.5)
180.6

CONDENSED CASH FLOW STATEMENT

Amounts in USD million

unaudited
Year to date
2019

Net cash flow from operating activities
Net cash flow from investing activities
Net cash flow used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, including cash held for specified uses at the beginning of period
Cash and cash equivalents, including cash held for specified uses at end of period

26.7
16.3
(43.9)
(0.9)
53.8
52.9

2018
30.8
0.3
(35.9)
(4.8)
54.3
49.5

* Derived from audited financial statements

NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS FOR THE THREE AND NINE MONTHS ENDED 30 SEPTEMBER
2019
1. Introduction - American Shipping Company
American Shipping Company ASA (“AMSC”) is a company domiciled in Norway. The condensed interim
financial statements for the three and nine months ended 30 September 2019 comprise AMSC and its
wholly owned subsidiaries. These financial statements have not been audited or reviewed by the
Company’s auditors. American Shipping Company has one operating segment.
The consolidated 2018 annual financial statements of AMSC are available at
www.americanshippingco.com.
2. Basis of Preparation
These consolidated interim financial statements reflect all adjustments, in the opinion of AMSC’s
management, that are necessary for a fair presentation of the results of operations for the periods
presented. Operating results for the three and nine month periods are not necessarily indicative of the
results that may be expected for any subsequent interim period or year.
3. Statement of compliance
These consolidated interim financial statements have been prepared in accordance with International
Financial Reporting Standards as adopted by the EU (IFRS) applicable for interim reporting, IAS 34 Interim
Financial Reporting. They do not include all of the information required for full annual financial statements,
and should be read in conjunction with the consolidated financial statements of the Group as of and for
the year ended 31 December 2018.
4. Significant accounting principles
The accounting policies applied by the Group in these condensed consolidated interim financial statements
are the same as those applied by the Group in its consolidated financial statements as of and for the year
ended 31 December 2018.
There have not been any new IFRS standards or interpretations issued or effective after the completion of
the annual consolidated financial statements for the year 2018 that have a significant impact on AMSC’s
financial reporting for the nine months ended 30 September 2019.
5. Use of estimates
The preparation of financial statements in conformity with IFRS requires the use of estimates and
assumptions that affect the reported amounts in the financial statements. Although these estimates are

Third Quarter 2019 report
7

based on management’s best knowledge of current events and actions, actual results may ultimately differ
from these estimates.
The most significant judgments made by management in preparing these condensed consolidated interim
financial statements in applying the Group’s accounting policies, and the key sources of estimation
uncertainty, are the same as those that applied to the consolidated financial statements as of and for the
year ended 31 December 2018.
Certain prior period reclassifications were made to conform to current year presentation.
6. Tax
Income tax expense is recognized in each interim period based on the best estimate of the expected annual
income tax rates.
Without the benefit of accelerated depreciation on vessels for U.S. income tax purposes, the Company
would have U.S. taxable income. Accordingly, substantially all of the deferred tax expense results from
accelerated tax depreciation, which has created differences between accumulated depreciation for book
and tax purposes and corresponding tax losses, the net of which is recognized as a deferred tax liability.
The Company expects that the deferred tax liability will continue to grow until the U.S. subsidiaries are in
a tax payable position for U.S. Federal income tax purposes, which is not expected until the vessels are
fully depreciated for tax purposes and currently available tax operating losses are fully utilized. Deferred
tax expense is a non-cash item.
Deferred tax assets include the Company’s net operating losses in carryforward, the losses on derivative
financial liabilities, unused interest expense deductions and capitalized loan fees. Deferred tax liabilities
include the value of the vessels. AMSC's effective tax rate is significantly impacted by losses in Norway
for which no tax benefit is recorded.
The Company has approximately USD 549 million of federal net operating losses in carryforward in the
U.S. subsidiaries as of 30 September 2019, of which approximately USD 381 million are subject to certain
limitations under Internal Revenue Service Code Section 382 (see note 5 of the 2018 consolidated financial
statements for more details). The Company also has USD 94.1 million of net operating losses in
carryforward in Norway as of 31 December 2018.
7. Share capital and equity
As of 30 September 2019, AMSC had 60,616,505 ordinary shares at a par value of NOK 10 per share.
Dividends paid (classified as
repayment of previously paid in
share premium)

2019

2018

15-Mar-19

5-Jun-19

10-Sep-19

1-Mar-18

7-Jun-18

0.6936
0.080
42.0
4.8

0.6975
0.080
42.3
4.8

0.725
0.080
43.9
4.8

0.6209
0.080
37.6
4.8

0.654
0.080
39.6
4.8

NOK per share
USD per share
Aggregate NOK (millions)
Aggregate USD (millions)

7-Sep-18
0.665
0.080
40.3
4.8

8. Interest-bearing debt
The following table shows material changes in interest-bearing debt:
9 months to
Amounts in USD million

30-Sep-19

30-Sep-18

Balance at beginning of period

601.9

628.4

Repayment of debt / loan fees
Amortization of loan fees and discount

(29.3)
2.2

(21.4)
1.9

Balance at end of period

574.8

609.0

The Company was in compliance with all of its debt covenants as of 30 September 2019.
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9. Related party transactions
AMSC believes that related party transactions are made on terms equivalent to those that prevail in arm’s
length transactions.
10. Interest
3 months to
30-Sep-19
30-Sep-18

Amounts in USD million

9 months to
30-Sep-19
30-Sep-18

Interest expense
Interest income

(10.7)
0.7

(11.0)
0.6

(32.3)
1.9

(32.7)
1.7

Net interest expense

(10.0)

(10.4)

(30.4)

(31.0)

11. Profit sharing agreement with OSG
AMSC and OSG have an agreement to share profits from OSG’s operations of AMSC’s 10 vessels. The
calculation of profit to share is complex and made on an aggregated fleet level. The calculation thus starts
with total vessel revenue, subtracted by defined cost elements including provisions for drydock costs. The
profit share is reported quarterly, but is calculated on an aggregated fleet level over a full calendar year.
Accordingly, one may have individual quarters with positive profit share offset by quarters with negative
profit share. Nonetheless, AMSC's portion of the profit can never be negative on an annual basis.
However, in years of weak markets there may be shortfalls in net time charter revenues applied to cover
provisions for future drydocks. Such shortfalls need to be recovered by net time charter revenues in
subsequent years with stronger markets. Similarly, if drydock provisions deducted in the profit share
calculation are too high these are adjusted through a true-up mechanism once special surveys for
individual vessels are completed. The concept of true-ups ensure that any shortfall or excess in drydock
provisions are adjusted to reflect the actual cost of drydocks over the five year special survey cycles.
Profit Sharing Calculation for Q3 2019
45.6

(22.1)

(25.7)

(3.2)
Net TC
revenue Q3‐19

BBC

Other (opex,
agreed OSG
profit layer, misc)

(5.4 )

Drydock provisions Profit to share Q3‐19

AMSC’s 50% share of the full year profit is used to reduce the OSG credit. In the agreement negotiated
with OSG, the “OSG credit” is the amount of AMSC’s profit sharing that OSG retains prior to having an
obligation to remit profit sharing payments to AMSC. After the OSG credit has been fully reduced to zero,
AMSC will receive its 50% share of the subsequent profit share in cash. The OSG credit balance was as
of 31 December 2018 USD 5.9 million. Since profit share for 2019 was zero, the OSG credit balance of
USD 5.9 million has not been reduced, and interest of USD 0.4 million was accrued.
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12. Deferred Principal Obligation (DPO)
Pursuant to the current charter agreements, OSG had the right to defer payment of a portion of the
bareboat charter hire for the first five vessels during the initial seven year fixed bareboat charter periods.
OSG paid a reduced bareboat charter rate and assumed the DPO. The DPO accrued on a daily basis to
a maximum liability from OSG of USD 7.0 million per vessel. The DPO during the initial seven year period
was discounted using the estimated market discount rate at lease inception. After the initial seven years,
the DPO is repaid to AMSC over 18 years including interest unless the bareboat charter is terminated
earlier at which time the DPO becomes due immediately. OSG has made repayments on all five vessels
delivered under the arrangement, and those vessels' cash bareboat charter hire resumed to its full
contractual amount.
9 months to
30-Sep-19
30-Sep-18

Amounts in USD million
Balance at beginning of period

26.7

28.7

Repayments of principal

(1.4)

(1.5)

Balance at end of period

25.3

27.2

13. Financial Instruments
The only financial instruments that the Company accounts for at fair value on an ongoing basis are the
interest rate swaps, which are classified in the Level 2 category as is described in the 2018 consolidated
financial statements. The Company’s policy is to recognize transfers into and transfers out of fair value
hierarchy levels as of the date of the event or change in circumstances that caused the transfer. During
the quarter ended 30 September 2019, there were no transfers between categories.
The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts
shown in the balance sheet are as follows:

Amounts in USD millions

Carrying
amount
30-Sep-19

Fair
value
30-Sep-19

25.3
(0.9)
(220.0)
(360.1)

20.9
(0.9)
(221.1)
(363.8)

Interest-bearing receivables (DPO)
Interest swap used for economic hedging
Unsecured bond issue (gross)
Secured loans (gross)

Fair
value
hierarchy *
3
2
2
2

The fair value of cash, accounts receivable and accounts payable approximate the carrying values due to
their short-term nature.
* Described in the 2018 consolidated financial statements
14. Alternative Performance Measures
Alternative performance measures are financial measures other than the financial measures defined under
IFRS. In accordance with guidelines, AMSC publishes the explanation of the use of alternative
performance measures used by the Company, definitions of the performance measures used and
reconciliation with the IFRS financial statement.
AMSC discloses Normalized EBITDA and Adjusted Net Profit in order to provide meaningful supplemental
information to management and investors as the Company believes these measures enhance an
understanding of the Company’s operating earnings. The Company also discloses its revenue backlog
which includes its bareboat charter revenue from fixed bareboat contracts, not including options.
Normalized EBITDA is calculated as operating revenues (base bareboat revenue) less operating expenses
plus profit sharing plus DPO. Adjusted Net Profit includes net profit/(loss) after tax, adjusting for nonrecurring items, currency fluctuations, mark-to-market of derivatives and changes to deferred tax. The
tables below illustrate the comparative information for normalized EBITDA and reconciliation to the
reported EBITDA and Adjusted net profit and a reconciliation to net profit/(loss) after tax.
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Normalized EBITDA (amounts in USD millions)
Base bareboat revenue
Less operating expenses
Reported EBITDA
Plus profit share
Plus DPO
Normalized EBITDA

Adjusted net profit (amounts in USD millions)
Net profit/loss after tax
Add back:
Unrealized (gain)/loss on interest swaps
Non-cash income tax expense
Adjusted net profit

Q3
2019
2.9

unaudited
Q3
2018
22.1
(0.8)
21.3
0.9
22.2
unaudited
Q3
2018
2.4

(0.1)
0.2
3.0

(0.1)
(0.1)
2.2

Q3
2019
22.1
(0.6)
21.5
0.9
22.4

Year to date
2019
2018
65.7
65.7
(2.3)
(2.8)
63.4
62.9
2.7
2.7
66.1
65.6
Year to date
2019
4.5
3.3
(0.3)
7.5

2018
8.3
(2.5)
0.6
6.4

15. American Tanker, Inc. consolidated financial statements
In accordance with the bond loan agreement, below are the consolidated unaudited financial statements
for American Tanker, Inc. and its subsidiaries for the first nine months of 2019.
CONDENSED INCOME STATEMENT
Amounts in USD million (except share and per share information)
Operating revenues
Operating expenses
Operating profit before depreciation - EBITDA
Depreciation
Operating profit - EBIT
Net interest expense
Unrealized gain/(loss) on interest swaps
Other financial expenses
Profit/(loss) before income tax
Income tax expense
Non-cash income tax benefit/(expense)
Net profit/(loss) for the period *
Average number of common shares
Earnings/(loss) per share (USD thousands)

unaudited
Q3
2019
65.7
(1.0)
64.7
(25.3)
39.4
(37.0)
(3.3)
(1.9)
(2.8)
(0.1)
0.5
(2.4)
1,000
(2.40)

* Applicable to common stockholders of the parent company.
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CONDENSED STATEMENT OF FINANCIAL POSITION
unaudited

Amounts in USD million
Assets
Non-current assets
Vessels
Interest-bearing long term receivables (DPO)
Derivative financial assets
Total non-current assets
Current assets
Other current assets
Cash held for specified uses
Cash and cash equivalents
Total current assets
Total assets
Equity and liabilities
Total equity
Non-current liabilities
Bond payable
Other interest-bearing loans
Derivative financial liabilities
Capitalized fees
Deferred tax liability
Total non-current liabilities
Current liabilities
Interest-bearing short-term debt
Deferred revenues and other payables
Total current liabilities

30-Sep
2019

685.4
25.3
710.7

0.1
2.4
31.0
33.5
744.2

58.4

220.0
406.0
0.9
(5.3)
13.4
635.1

41.6
9.2
50.8

Total liabilities

685.9

Total equity and liabilities

744.2

CONDENSED CASH FLOW STATEMENT

Amounts in USD million
Net cash flow from operating activities
Net cash flow used in financing activities
Net change in cash and cash equivalents
Cash and cash equivalents, including cash held for specified uses at the beginning of period
Cash and cash equivalents, including cash held for specified uses at end of period

unaudited
Q3
2019
25.8
(22.6)
3.2
30.2
33.4

16. Subsequent events
On 19 November 2019, the Board authorized a quarterly dividend payment of USD 0.08 per share to the
shareholders on record as of 27 November 2019, in line with prior guidance. The shares in AMSC will be
traded ex. dividend from and including 26 November 2019, and the dividend will be paid on or about 5
December 2019. The dividend is classified as a return of paid in capital.
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American Shipping Company ASA
Oksenøyveien 10
PO Box 230
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Disclaimer
This release includes and is based, inter alia, on forward-looking information and statements that are subject to risks and uncertainties
that could cause actual results to differ. Such forward-looking information and statements are based on current expectations,
estimates and projections about global economic conditions, the economic conditions of the regions and industries that are major
markets for American Shipping Company ASA and its subsidiaries and affiliates (the "American Shipping Company Group") lines of
business. These expectations, estimates, and projections are generally identifiable by statements containing words such as "expects,”
"believes,” "estimates" or similar expressions. Important factors that could cause actual results to differ materially from those
expectations include, among others, economic and market conditions in the geographic areas and industries that are or will be major
markets for the American Shipping Company Group’s businesses, oil prices, market acceptance of new products and services,
changes in governmental regulations, interest rates, fluctuations in currency exchange rates and such other factors as may be
discussed from time to time. Although American Shipping Company ASA believes that its expectations and the information in this
release were based upon reasonable assumptions at the time when they were made, it can give no assurance that those expectations
will be achieved or that the actual results will be as set out in this release. Neither American Shipping Company ASA nor any other
company within the American Shipping Company Group is making any representation or warranty, expressed or implied, as to the
accuracy, reliability or completeness of the information in the release, and neither American Shipping Company ASA, any other
company within the American Shipping Company Group nor any of their directors, officers or employees will have any liability to you
or any other persons resulting from your use of the information in the release.
American Shipping Company ASA undertakes no obligation to publicly update or revise any forward-looking information or statements
in the release, other than what is required by law.
The American Shipping Company Group consists of many legally independent entities, constituting their own separate identities.
American Shipping Company is used as the common brand or trade mark for most of these entities. In this release we may sometimes
use "American Shipping Company”," "Group, "we," or "us," when we refer to American Shipping Company Group companies in
general or where no useful purpose is served by identifying any particular company of American Shipping Company.
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American Tanker, Inc. & Subsidiaries
Statement of Financial Position as of 31 December

Note

2018

2017

26,736
2,395
710,725

28,681
1,647
744,560

739,856

774,888

20,524
9,724
134

11,679
9,231
78

30,383

20,989

770,239

795,877

58,592
2,151

58,586
3,843

60,743

62,429

651,089
13,947

678,831
12,538

665,036

691,369

29,666
14,231
563

28,333
12,407
1,338

Total Current Liabilities

44,460

42,078

Total Liabilities & Equity

770,239

795,877

Amounts in USD thousands
Assets
Fixed Assets and other non‐current assets
Interest‐bearing Long‐term Receivable
Derivative Financial Assets
Property, plant and equipment

9
13
14

Total Fixed Assets & other non‐current assets
Current Assets
Cash & Cash Equivalents
Cash held for specified uses
Receivables and other current assets

6

Total Current Assets
Total Assets

Liabilities & Equity
Equity
Share capital and share premium
Retained Earnings

8

Total Equity
Long‐Term Liabilities
Interest bearing loans
Deferred Tax Liability

10
5

Total Long‐Term Liabilities
Current Liabilities
Current portion of LT Debt
Deferred revenue and other payables
Tax Payable

10
12
5

21 October 2020

Leigh Jaros, CEO

American Tanker, Inc. & Subsidiaries
Income Statement for the years ended

2018
87,801

2017
87,801

$87,801

$87,801

(3,046)

(1,237)

Total Operating Expenses

(3,046)

(1,237)

Op Profit/(Loss) before Depr ‐ EBITDA

84,755

86,564

(33,835)

(33,835)

50,920

52,729

2,685
(53,977)
(51,292)

3,785
(51,055)
(47,270)

(372)

5,459

(1,320)

5,319

(1,692)

10,778

2018
(1,692)
‐
(1,692)

2017
10,778
‐
10,778

(1.69)

10.78

Amounts in USD thousands
Bareboat Charter Revenue

Note
11

Total Revenues
Operating Expenses
Operating expenses

Depreciation

2,3

14

Operating Profit/(Loss) ‐ EBIT
Other Income/(Expense)
Financial income
Financial expenses
Net Financial Items

4
4

Profit/(Loss) before tax
Income tax benefit/(expense)

5

Net Profit/(Loss) for the period (1)

American Tanker, Inc. & Subsidiaries
Statement of profit or loss and other comprehensive income
for the years ended
Amounts in USD thousands
Net income/(loss) for the year
Other comprehensive income for the period, net of tax
Total comprehensive income/(loss) for the year (1)
Basic and diluted earnings per share
(1)

Applicable to common shareholders of ATI

Note

7

American Tanker, Inc. & Subsidiaries
Statement of changes in equity

Amounts in USD thousands

Note

Balance at 31 December 2016

Share
capital

Share
premium

0.01

325,147

Total comprehensive income for the year
Return of capital

8

Balance at 31 December 2017

Balance at 31 December 2018

(6,935)

318,212

10,778

10,778

(266,561)
0.01

58,586

Total comprehensive income for the year
Capital from parent

Accumulated
deficit Total equity

8

(266,561)
3,843

62,429

(1,692)

(1,692)

6
0.01

58,592

6
2,151

60,743

American Tanker, Inc. & Subsidiaries
Cash flow for the years ended
Amounts in USD thousands
Net profit/(loss) before tax
Add back:
Depreciation expense
Unrealized (gain)/loss on interest swaps
Non‐cash interest expense/(income)
Other non‐cash items (amortization of prepaids & loan fees)
(Increase)/Decrease in:
Short term receivables
Other current assets
Long term receivables
Increase/(Decrease) in:
Accounts payable
Accrued liabilities

Note

Net cash from/(used in) financing activities
Net increase/(decrease) in cash
Cash at beginning of period
Cash at end of period

5,459

14
13
4

33,835
(747)
(0)
2,768

33,835
(1,704)
8,819
2,608

6
6
9

‐
(0)
1,944

‐
151
1,944

12
12

‐
1,082

14
9
10

Net cash from/(used in) investing activities

Proceeds from long term interest‐bearing debt
Repayment of long term interest‐bearing debt and debt fees
Loan fees paid
Contributions from parent / (return of capital)

2017

(372)

Net cash from/(used in) operating activities

Investments in vessels
Equity investment
Long term note receivable

2018

10
10
10
8

‐
(484)

38,509

50,629

‐
‐
‐

‐
‐
‐

‐

‐

‐
(28,452)
(725)
6

220,000
(28,624)
(3,685)
(266,561)

(29,171)

(78,869)

9,338

(28,241)

20,910
30,248

49,151
20,910

(0)

(0)

CORPORATE INFORMATION
American Tanker, Inc. (the Company, the Group or ATI) is incorporated Delaware. The address of the main office is 415
McFarlan Road, Suite 205, Kennett Square, PA 19348. ATI is wholly owned by American Tanker Holding Company, Inc.
(ATHC), which is wholly owned by American Shipping Company ASA (AMSC) an Oslo Stock Exchange listed company based in
Norway.
The principle activity of the business is to purchase and bareboat charter out product tankers, shuttle tankers and other
vessels to operators and end users in the U.S. Jones Act market through its wholly owned subsidiaries.
The purpose of the preparation of these financial statements of the ATI Group is for the listing of the bond issued in July 2020
on the Oslo Stock Exchange.
STATEMENT OF COMPLIANCE
The consolidated financial statements of American Tanker, Inc. (ATI) and all its subsidiaries have been prepared in
accordance with International Financial Reporting Standards as adopted by the European Union (IFRS).

BASIS FOR PREPARATION
These consolidated financial statements have been prepared on a historical cost basis, except for derivative financial
instruments that have been measured at fair value. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
The consolidated financial statements are presented in USD (thousands), except when indicated otherwise.

USE OF ESTIMATES
The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect the
reported amounts in the financial statements. Although these estimates are based on management’s best knowledge of
current events and actions, actual results may ultimately differ from those estimates. Estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimates are
revised if the revision affects that period or in the period of revision and future periods if the revision affects both current
and future periods.
GROUP ACCOUNTING AND CONSOLIDATION PRINCIPLES
The consolidated financial statements of ATI Group include the financial statements of the parent company American Tanker,
Inc. and its subsidiaries. Subsidiaries are those entities over which American Tanker has control. The group controls an entity
when it is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability affect those
returns through its power over the entity. Intra‐group balances and transactions, and any unrealized income and expenses
arising from intra‐group transactions, are eliminated.
FUNCTIONAL CURRENCY
The financial statements are presented in United States dollars (USD), which is the functional and reporting currency of the
company.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment acquired by Group companies are stated at historical cost. Vessels are depreciated to their
salvage value on a straight‐line basis and adjusted for impairment charges, if any. Each vessel’s salvage value is equal to the
product of its lightweight tonnage and an estimated scrap rate less estimated costs of disposal. The carrying value of the
property, plant and equipment in the statement of financial position represents the cost less accumulated depreciation and
any impairment charges. Cost includes expenditures that are directly attributable to the acquisition of the asset. Interest
costs on borrowings to finance the construction of property, plant and equipment are capitalized during the period of time
that is required to complete and prepare the asset for its intended use. Other borrowing costs are expensed.
Expected useful lives and salvage value estimates of long‐lived assets are reviewed annually and, where they differ
significantly from previous estimates, depreciation is changed prospectively. Ordinary repairs and maintenance costs, to the
extent they are ATI's responsibility, are charged to the income statement during the financial period in which they are
incurred. The cost of improvements is included in the asset’s carrying amount when it is probable that the Group will derive
future economic benefits in excess of the originally assessed standard of performance of the existing asset. Improvements
are depreciated over the useful lives of the related assets.

IMPAIRMENT OF LONG‐LIVED ASSETS
Property, plant and equipment and other non‐current assets are reviewed for potential impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable,
mainly independent, cash flows. The Company considers the vessels’ cash generating unit (“CGU”) as the group of ten
product tankers. Although each of the tankers produces its own cash inflows through the bareboat charter contracts, the
profit sharing agreement with Overseas Shipholding Group (“OSG”) is based on the aggregate results of the group of ten
vessels. In addition, management makes decisions regarding the operations and financing of the vessels in the aggregate. An
impairment loss is the amount by which the carrying amount of the assets exceeds the recoverable amount. The recoverable
amount is the higher of the asset’s net selling price and its value in use. The value in use is determined by reference to
discounted cash flows. Most critical in determining the value in use of vessels is determining the estimated profit share on
existing contracts and estimating future revenues from leases. These estimates are primarily influenced by expectations of
future demand in the Jones Act market.
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to determine the
recoverable amount, however not to an extent higher than the carrying amount that would have been determined had no
impairment loss been recognized in prior years.

LEASES
Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance with IFRS
16, and classified as Operating Revenues in the Income Statement.
OTHER NON‐CURRENT ASSETS
Other non‐current assets represent a long‐term receivable balance due from a customer which is accounted for using the
amortized cost method.

TRADE RECEIVABLES
Trade receivables are carried at their anticipated realizable value, which is the original invoice amount less an estimated
valuation allowance for impairment of these receivables. A valuation allowance for impairment of trade receivables is made
when there is objective evidence that the Group will not be able to collect all amounts due according to the original terms of
the receivables.

CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short‐term highly liquid
investments with original maturities of three months or less.
Cash held for specified uses is restricted to debt service payments.
INTEREST‐BEARING LIABILITIES
All loans and borrowings are initially recognized at cost, being the fair value of the consideration received net of issue costs
associated with the borrowing.
After initial recognition, interest‐bearing loans and borrowings are subsequently measured at amortized cost using the
effective interest method; any difference between proceeds (net of transaction costs) and the redemption value is
recognized in the income statement over the period of the interest‐bearing liabilities. Amortized cost is calculated by taking
into account any issue costs, and any discount or premium.
Gains and losses are recognized in net profit or loss when the liabilities are derecognized, for instance due to significant
modifications to or settlements of existing financing agreements.
INCOME TAXES
Current income taxes
Income tax receivable and payable for the current period are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax law as used to compute the amount are those that are enacted or
substantively enacted at the balance sheet date.
Deferred income taxes
Deferred income tax is provided, using the liability method, on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax assets are recognized for all deductible temporary differences, carry‐forward of unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible
temporary differences, and the carry‐forward of unused tax assets and unused tax losses can be utilized. The carrying
amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilized.
Expected utilization of tax losses are not discounted when calculating the deferred tax asset.
Deferred income tax assets are recognized when it is probable that they will be realized. Determining probability requires the
Company to estimate the sources of future taxable income from operations and reversing taxable temporary differences.
Determining these amounts is subject to uncertainty and is based primarily on expected earnings from existing contracts and
expected profit sharing participation.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset
is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
balance sheet date.

ACCOUNTING FOR DERIVATIVE FINANCING INSTRUMENTS AND HEDGING ACTIVITIES
Derivative financial instruments are recognized initially and on a recurring basis at fair value. ATI does not apply hedge
accounting to derivative contracts held.
Changes in the fair value of any derivative instruments are recognized immediately in the income statement.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes.
Estimates of the fair value of interest rate swaps are based on broker quotes, with an adjustment for the Company’s credit
risk as described in note 13. The fair value of derivative short‐term and long‐term financial liabilities is disclosed in note 16
regarding financial instruments.

RELATED PARTY TRANSACTIONS
All transactions, agreements and business activities with related parties are, in the Company's opinion, conducted on an
arm’s length basis according to ordinary business terms and conditions.
REVENUE RECOGNITION
Revenue is recognized only if it is probable that future economic benefits will flow to the group, and these benefits can be
measured reliably. Lease revenues related to fixed term vessel bareboat charter agreements are recognized straight line over
the charter period. Revenue related to profit sharing agreements (see note 18) is recognized when the amount becomes
fixed and determinable.
BASIC AND DILUTED EARNINGS PER SHARE
The calculation of basic earnings per share is based on the profit attributable to ordinary shareholders adjusted for preferred
share dividends using the weighted average number of shares outstanding during the year after deduction of the average
number of treasury shares held over the period. The calculation of diluted earnings per share is consistent with the
calculation of basic earnings per share while giving effect to all dilutive potential ordinary shares that were outstanding
during the period. The Group currently has no potentially dilutive shares outstanding.

EVENTS AFTER THE BALANCE SHEET DATE
A distinction is made between events both favorable and unfavorable that provide evidence of conditions that existed at the
balance sheet date (adjusting events) and those that are indicative of conditions that arose after the balance sheet date (non‐
adjusting events). Financial statements will only be adjusted to reflect adjusting events (although there are disclosure
requirements for non‐adjusting events).

FINANCIAL RISK MANAGEMENT
The Company is part of the American Shipping Company Group, which activities exposes the Group to a variety of financial
risks: market risk (including currency risk, fair value interest risk and price risk), credit risk, cash‐flow interest‐rate risk and
foreign exchange risk. The Group’s overall risk management program, which also includes risk handling in ATI, focuses on the
unpredictability of financial markets and seeks to minimize potential adverse effects on the Group’s financial performance.
The Group uses derivative financial instruments to hedge certain risk exposures. Risk‐management is carried out under
policies approved by the Board of Directors. The Board of Directors provides principles for overall financial risk management
as well as policies covering specific areas such as foreign exchange risk, interest‐rate risk, credit risk, and use of derivative
financial instruments and non‐derivative financial instruments. Exposure to credit, interest rate and currency risk arises in the
normal course of the Group’s business. Derivative financial instruments are used from time to time to hedge exposure to
fluctuations in foreign exchange rates and interest rates for business purposes.

NEW STANDARDS AND INTERPRETATIONS ADOPTED
IFRS 15 Revenue from contracts with Customers (effective from 1 January 2018)
Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance with IAS 17, and
classified as Operating Revenues in the Income Statement. As a result, the introduction of IFRS 15 Revenue from contracts
with customers from 1 January 2018 did not have a material impact to the group.
IFRS 9 Financial Instruments (effective from 1 January 2018)
The standard replaced IAS 39 Financial Instruments Recognition and Measurement. The standard includes revised guidance
on classification and measurement of financial instruments, including a new expected credit loss model for calculating
impairment on financial assets. The standard also introduces new general hedge accounting requirements, however
American Shipping Company does not apply hedge accounting to derivatives held.
Classification – Financial assets
IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model in which
assets are managed and their cash flow characteristics. The standard contains three principal classification categories:
measured at amortized costs, Fair Value to Other Comprehensive Income (FVOCI) and Fair Value to Profit and Loss (FVTPL).
Based on its assessment and the nature of financial assets held by American Shipping Company, the current classifications of
the financial instruments held as at 31 December 2018 were not materially impacted.
Impairment – Financial assets and contract assets
IFRS 9 replaces the “incurred loss” model in IAS 39 with a forward‐looking “expected credit loss” (ECL) model. The new
impairment model applies to financial assets measured at amortized cost or FVOCI and contract assets, except for equity
instruments. Under IFRS 9, loss allowance is measured based on either “12‐month ECLs” or “lifetime ECLs”. The Company
applied the simplified approach using “lifetime ECLs” for all trade receivables and contract assets.
Based on the Company’s assessment, no significant changes in loss allowance were deemed necessary in order to satisfy the
impairment requirement under IFRS 9.The transition to IFRS 9 was applied retrospectively and there was no impact the
opening balance of equity as of 1 January 2018. Further, the Company adopted the exemption allowing it not to restate
comparative information for prior years with respect to classification and measurement changes, including impairment
measurement.

STANDARDS ISSUED BUT NOT YET ADOPTED
Standards and interpretations that are issued up to the date of issuance of the consolidated financial statements, but not yet
effective, are disclosed below. The Group’s intention is to adopt the relevant new and amended standards and
interpretations when they become effective, subject to EU approval before the consolidated financial statements are issued.
IFRS 16:
IFRS 16 Leases is effective for annual periods beginning on or after 1 January 2019, with early adoption permitted. IFRS 16
replaces the existing guidance in IAS 17 Leases. IFRS 16 eliminates the current dual accounting model for lessees and will
establish a single on‐balance sheet‐accounting model that is similar to the current finance lease accounting under IAS 17.
Due to the fact that American Shipping Company is primarily a lessor and lessor accounting under IFRS 16 to a large extent
remains similar to current practice, the adoption of the new standard does not have a significant impact on the financial
statements of American Shipping Company.
There are no new standards or interpretations issued that are not yet effective that will have a material impact on the group
financial statements.

NOTE 2: WAGES AND OTHER PERSONNEL EXPENSES
Wages and other personnel expenses consist of:

Amounts in USD thousands
Wages and bonuses
Social security contributions
Pension costs
Other expenses
Total expense
Average number of employees
Number of employees at year‐end

2018
255
12
6
31
303
1
1

2017
200
11
2
26
239
1
1

The Company has a defined contribution plan for its employees which provides for a contribution based upon
a fixed matching amount plus discretionary percentage of salaries. This expense is included in pension costs
above.

NOTE 3: OTHER OPERATING EXPENSES
Other operating expenses consist of:

Amounts in USD thousands
Rent and leasing expenses
Other operating expenses
Total other operating expenses

2018
45
2,698
2,743

2017
52
946
998

Other operating expenses primarily relate to selling, general and administrative expenses including legal and
outside consulting costs and fees to auditors for the Company. The increase in other operating expenses
during 2018 was due to an intercompany management fee from AMSC of USD 1.9 million, which was
eliminated in the consolidated accounts of AMSC.

NOTE 4: FINANCIAL ITEMS

Amounts in USD thousands
Financial income
Interest income
Change in mark to market value of interest rate swaps
Financial income

2018

2017

1,938
747
2,685

2,081
1,704
3,785

Financial expenses
Interest expense ‐ vessel debt / bond
Interest expense ‐ intercompany
Other financial expenses
Financial expenses

(40,401)
(8,455)
(5,120)
(53,977)

(36,731)
(8,381)
(5,943)
(51,055)

NET FINANCIAL ITEMS

(51,292)

(47,270)

Interest income in 2018 includes interest received from Overseas Shipholding Group (OSG) of
USD 1.7 million on the DPO receivable (see note 9) and interest earned on bank deposits of 0.2
million. The corresponding figures from 2017 were USD 1.8 million in interest from OSG and USD
0.2 million in interest on bank deposits.

The Company has interest rate swaps, related to a portion of its vessel debt refinancing.
Estimates of the fair value of the interest rate swaps are obtained from a third party, with an
adjustement for the Company's credit risk as described in note 13.
Other financial expenses in 2018 and 2017 include amortization of loan fees and parent company
guaratee fees.

NOTE 5: TAX
INCOME TAX EXPENSE
Recognized in the income statement

Amounts in USD thousands
Current tax expense/(benefit):
Current year
Total current tax expense/(benefit)
Deferred tax expense/(benefit):
Origination and reversal of temporary differences
Total deferred tax expense/(benefit)
Total income tax expense/(benefit) in income statement

2018

2017

(89)
(89)

867
867

1,409
1,409
1,320

(6,186)
(6,186)
(5,319)

2018
(372)
22.8%
(85)

2017
5,459
41.5%
2,265

Reconciliation of effective tax rate:

Amounts in USD thousands
Profit/(loss) before tax
Expected tax expense/(benefit) using nominal US tax rate
Franchise taxes
Tax losses for which no deferred income tax asset was recognised,
net of benefit recognized
U.S. federal and state tax benefit of change in effective rates
Other differences
Total income tax expense/(benefit) in income statement

(89)

867

2,007
‐
(513)
1,320

103
(8,204)
(350)
(5,319)

U.S. FEDERAL TAX CHANGES
In December 2017, the U.S. passed federal tax reform legislation effective from 2018 which is expected to impact ATI in
several ways. The federal tax rate was reduced from 35% to 21%. The Company is required to revalue its net deferred
tax liability based on the new lower tax rate, and it recognized a one‐time non‐cash tax benefit of USD 5.8 million in
2017 related to the revaluation. The legislation also includes limitations on the use of net operating losses in
carryforward. Losses generated in 2018 and after can offset only 80% of taxable income. ATI's NOLs generated prior to
2018 would not be subject to such limitations. Beginning in 2018 through 2021, the deduction for interest expense will
be limited to 30% of EBITDA. Starting in 2022, interest deductions may not exceed 30% of EBIT. Disallowed interest
deductions can generally be carried forward indefinitely. This limitation could restrict the amount of ATI's interest costs
to reduce taxable income in certain years.

U.S. STATE AND LOCAL TAX
During 2017, the Company evaluated its state tax position based on the operation of the vessels. In the past, the
Company filed state taxes only in Pennsylvania, based on the commercial domicile of the U.S. subsidiaries. The
Company concluded that, based on the evolution of state tax laws, it has had nexus in states where the vessels have
operated. The effect of this change in nexus is an overall reduction in the state effective tax rate. ATI has booked the
appropriate tax expenses, as well as deferred tax assets and liabilities, in those states where the Company has nexus.

DEFERRED TAX ASSETS AND LIABILITIES

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority, which through 31
December 2018 for the Company was primarily the U.S. and the Commonwealth of Pennsylvania.
Deferred tax assets and (liabilities) were as follows at 31 December:
United States
Amounts in USD thousands
Net operating losses
Financial derivatives
Vessels
Other
Net deferred tax assets/(liabilities)
Net deferred tax assets not recorded
Net deferred tax assets/(liabilities)

2018
125,162
(561)
(152,073)
13,525
(13,947)
‐
(13,947)

2017
128,969
(386)
(147,024)
5,903
(12,538)
‐
(12,538)

The Company has federal tax losses carryforward as of 31 December 2018 of USD 560.8 million in the U.S., the last of
which expires in 2037.
On 3 January 2014, American Tanker Holding Company, Inc. (ATHC) and subsidiaries experienced a change of ownership
in the U.S. as defined by Internal Revenue Code Section 382 due to a greater than 50% shift in owners of AMSC stock (as
the ulimate parent of the US group). The utilization of the tax losses carryforward as of that date are subject to annual
limitations. The NOLs subject to limitations totaled USD 379.7 million. Any net tax losses recovered but not used in a
year will carry over to the following year. Based on the IRC 382 limits, the Company expects to be able to utilize USD
12.6 million per year from 2019‐2033 of its U.S. tax losses to reduce U.S. taxable income.
The Group's U.S. Federal tax losses in carryforward are comprised of the remaining IRC 382 losses of USD 187 million
and the losses through 31 December 2018 of USD 373.8 million. There are no restrictions on the use of the USD 373.8
million net operating loss, the last of which expires in 2037.

NOTE 6: RECEIVABLES AND OTHER CURRENT ASSETS
Trade and other receivables consist of the following items:

Amounts in USD thousands
Trade receivables
Prepaid fees
Total

2018
56
78
134

2017
‐
78
78

NOTE 7: EARNINGS PER SHARE
Basic and diluted earnings/(loss) per share are calculated by dividing the profit/(loss) attributable to equity holders of the Company by
the weighted average number of ordinary shares.

Amounts in USD thousands (except number of shares)

2018

2017

(1,692)

10,778

Weighted average number of ordinary shares in issue

1,000

1,000

Basic and diluted earnings per share

(1.69)

10.78

Profit/(loss) attributable to equity holders of the Company for the period for determination of earnings per share

NOTE 8: PAID IN CAPITAL

The current authorized share capital of ATI is 2,000 ordinary shares. The issued share capital of AMSC as of 31 December 2018 is
1,000 ordinary shares, each with a par value of USD 0.01. No common shares were issued in 2018.
The changes in equity are:

Amounts in USD thousands
1 December 2016
Dividends paid / return of capital
31 December 2017
Capital investment from parent
31 December 2018

Common shares of equity holders of the
parent
Share
Share
Capital
premium

Total
paid in equity

0.01

325,147

325,147

‐

(266,561)

(266,561)

0.01

58,586

58,586

‐

6

6

0.01

58,592

58,592

During 2017, ATI used the proceeds from its new bond issue to return capital to AMSC in order to repay the old bond at AMSC.

NOTE 9: INTEREST‐BEARING LONG‐TERM RECEIVABLE
Interest‐bearing long‐term receivable consists of the following items:

Amounts in USD thousands

2018

2017

Balance at beginning of period

28,681

30,625

Repayments of principal

(1,944)

(1,944)

Balance at end of period

26,736

28,681

Interest‐bearing long‐term receivables relate to a deferred principal obligation (DPO).
Pursuant to the current charter and financing agreements, OSG had the right to defer
payment of a portion of the bareboat charter hire for the first five vessels during the initial
seven year fixed bareboat charter periods. OSG paid a reduced bareboat charter rate and
assumed the DPO. The DPO accrued on a daily basis to a maximum liability of USD 7.0 million
per vessel. The DPO during the initial seven year period was discounted using the estimated
market discount rate at lease inception. After the initial seven years, the DPO is repaid over
18 years at an interest of 6.04%, unless the bareboat charter is terminated earlier at which
time the DPO becomes due immediately. During 2018 and 2017, OSG made repayments on
the five vessels delivered under the arrangement, and those vessels' cash bareboat charter
hire resumed to its full contractual amount.

NOTE 10: INTEREST‐BEARING LOANS AND LIABILITIES
SECURED LOANS

Amounts in USD thousands

2018

2017

Non‐current secured loans
BNP Paribas borrowings
CIT Bank borrowings

237,000
114,584

258,333
122,917

Current portion of secured loans
Total secured loans

29,666

28,333

381,250

409,583

The secured loans are structured in two separate facilities; one being an initial USD 300 million initial facility secured by eight
vessels with a syndicate of banks with BNP Paribas as agent, and the other an initial USD 150 million facility secured by two
vessels with CIT Maritime Finance as Sole Arranger and CIT Bank, N.A., Prudential Capital Group and AloStar Bank of
Commerce as lenders.
The Company entered into mandatory five year interest rate swaps in December 2015 at an average rate of 164 bps for USD
210 million of the debt. During 2016, the Company entered into four year interest rate swaps at an average rate of 93 bps for
USD 90 million of the debt. The average margin on the secured vessel debt is 325 bps.
UNSECURED BOND PAYABLE

Amounts in USD thousands

2018

2017

Gross bond balance

220,000

220,000

Total unsecured bond issue

220,000

220,000

On 9 February 2017, American Tanker, Inc. (“ATI”), a fully owned subsidiary of AMSC, completed the successful placement of a
five year USD 220 million senior unsecured bond. The bond was widely placed to investors in the U.S., U.K., and Nordic region.
Settlement was on 22 February 2017, with final maturity date on 22 February 2022. The bond has a fixed coupon of 9.25%.
On 14 June 2017, ATI listed the USD 220 million unsecured bonds on the Oslo Stock Exchange under the ticker AMTI01.
The net proceeds from the bond were used to refinance the previous bond which had a maturity in February 2018, and was
held at AMSC. ATI distributed cash to AMSC as a return of capital.
INTERCOMPANY LOANS
The ATI Group and its ultimate parent, AMSC, use intercompany loans from time to time. Below are the outstanding amounts,
including accrued interest for the years then ending.

Amounts in USD thousands
Non‐current liabilities
(Due to) AMSC
Intercompany loan ‐ net (liability)

2018

2017

(85,663)
(85,663)

(85,663)
(85,663)

As of 31 December 2018, AMSC holds a USD 26.6 million loan to ATI. The loan from AMSC is unsecured and bears interest at
the higher of 9.5% or LIBOR plus 7% (9.5% at 31 December 2018) and is paid in kind semi‐annually. The ATI note is payable on
demand by AMSC.
During 2015, in connection with vessel debt refinancing, AMSC made a second loan of USD 52.2 million loan to ATI. The loan
from AMSC is unsecured and bears interest at 10%, which is paid in kind each quarter. The balance as of 31 December 2018 is
USD 59.1 million. The ATI note is payable on demand by AMSC, provided that demand may not be made prior to the maturity
date of the secured vessel debt.

CAPITALIZED FEES
The ATI Group and its ultimate parent, AMSC, use intercompany loans from time to time. Below are the outstanding amounts,
including accrued interest for the years then ending.

Amounts in USD thousands

2018

2017

Unamortized bond loan fees
Unamortized CIT loan fees
Unamortized BNP loan fees

(2,458)
(1,034)
(2,667)

(3,257)
(1,537)
(3,288)

Total capitalized fees

(6,159)

(8,082)

NOTE 11: OPERATING LEASES

Non‐cancellable operating lease rentals for bareboat charter hire are receivable as follows:
Amounts in USD thousands

2018

2017

Less than one year
Between one and five years
More than five years
Total

87,801
201,246
13,702
302,749

87,801
115,256
22,846
225,902

During 2018, OSG exercised its options to extend the bareboat charter agreements for nine of ATI's vessels. Charter
agreements for five of the vessels were extended for three‐year terms, commencing from December 2019 and ending in
December 2022. Charter agreements for four of the vessels were extended for one‐year terms commencing in December
2019 and ending in December 2020. OSG previously extended the charter for the Overseas Tampa, which expires in 2025.
The non‐cancellable bareboat charter revenue backlog totals approximately USD 302.7 million as of 31 December 2018.
OSG has options to extend the charter terms for one, three or five years for the remaining useful lives of the vessels under
similar conditions as the fixed lease term. The one‐year extension options may only be used once for each vessel. The
extension options must be exercised 12 months prior to the expiration date.

Non‐cancellable operating lease rentals for office space are payable as follows:
Amounts in USD thousands

2018

2017

Less than one year
Between one and five years
Total

46
15
61

45
61
106

In 2017, ATI extended the lease for the Kennett Square office by two years to April 2020. IFRS 16 becomes effective as of
1 January 2019 and does not have a material impact on ATI.

NOTE 12: DEFERRED REVENUE AND OTHER PAYABLES
Trade and other payables comprise the following items:
Amounts in USD thousands
Intercompany accounts payable
Accrual of financial costs
Deferred revenue
Other short‐term interest free liabilities
Total

2018

2017

(2,795)
7,431
7,457
2,139
14,231

(2,795)
7,470
7,457
276
12,407

Intercompany accounts payable relate to the borrowing of Federal NOLs within the group companies.
Financial costs include interest accrued but unpaid on the unsecured bond issue and secured loans.
Deferred revenue includes one month of OSG's bareboat charter hire, because OSG makes monthly lease payments in
advance.
Other short‐term interest free liabilities at 31 December 2018 and 2017 include accruals for overhead costs such as legal
fees, audit fees and payroll liabilities. The increase from 2017 to 2018 was due to an intercompany management fee from
AMSC of USD 1.9 million, which was eliminated in the consolidated accounts of AMSC.

NOTE 13: DERIVATIVE FINANCIAL ASSETS AND LIABILITIES
Derivative financial assets and liabilities comprise the following items:
Amounts in USD thousands

2018

2017

Fair value of interest rate swaps

2,395

1,647

Derivative financial assets

2,395

1,647

Under the BNP loan facility, the Company entered into interest rate swaps for USD 300 million of the principal amount of
the loan. As of 31 December 2018 and 2017 the market value of derivative financial instruments was positive USD 2.4
million and positive USD 1.6 million, respectively. The fair value of the interest swaps is based on broker quotes. Similar
contracts are traded in an active market and the quotes reflect the actual transactions in similar instruments. In
accordance with IFRS 9, the Company considered the impact its own credit risk would have on the valuation in the market.
It therefore adjusted the risk‐free discount rate to include a credit spread of 200 basis points. The result of the credit
spread differential had a negative impact of USD 39 thousand and USD 27 thousand on the fair value of interest rate swaps
at 31 December 2018 and 2017, respectively.

NOTE 14: PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment for 2018 are shown below:
Amounts in USD thousands

Ships

Cost balance at 1 January 2018
Cost balance at 31 December 2018

1,076,093
1,076,093

Depreciation at 1 January 2018
Depreciation charge for the year
Depreciation at 31 December 2018

331,533
33,835
365,368

Book value at 31 December 2018

710,725

Movements in property, plant and equipment for 2017 are shown below:
Amounts in USD thousands

Ships

Cost balance at 1 January 2017
Cost balance at 31 December 2017

1,076,093
1,076,093

Depreciation at 1 January 2017
Depreciation charge for the year
Depreciation at 31 December 2017

297,698
33,835
331,533

Book value at 31 December 2017

744,560

Depreciation period
Depreciation method

30 years
straight‐line

Each vessel's salvage value is equal to the product of its lightweight tonnage and an estimated scrap rate of USD 400 per ton less estimated
costs of disposal.
Secured property, plant and equipment
At 31 December 2018 vessels with a carrying amount of USD 710.7 million are subject to a registered debenture to secure bank loans (see note
10).
The BNP and CIT credit facilities are secured by, among other things, a first preferred mortgage on eight of the ten product tankers in the case
of the BNP facility, and two of the ten product tankers in the case of the CIT facility. In addition, the credit facilities are secured by collateral
assignments of the insurances, earnings and bareboat charters for those vessels (and certain related guarantees of those bareboat charters
and related supplemental indemnifications by OSG).
Determination of recoverable amounts/Fair value
The Company evaluated any potential impairment of its vessels. Based on its analysis, which included third party appraisals and a discounted
cash flows ("DCF") approach, the Company concluded that no impairment of vessels occurred in 2018 or 2017.
Elements of the DCF, which is used to determine the recoverable amount, include assumptions for bareboat charter hire, profit sharing, asset
lives, salvage value and the Company's weighted average cost of capital ("WACC"). The DCF assumes that OSG renews the lease terms under
their extension options for the remaining useful lives of the vessels under similar conditions as the fixed lease term. In 2018, OSG exercised its
option to extend all nine vessels up for renewal.

NOTE 15: TRANSACTIONS AND AGREEMENTS WITH RELATED PARTIES
ATI's only shareholder is a ATHC, which is wholly owned by AMSC. AMSC's largest shareholder is a subsidiary of Aker ASA which holds 19.1 percent of AMSC's shares.
As part of the bank debt refinancing, the Company entered into intercompany loans amongst the group companies. See note 10 for further details.
The Group has agreements with AMSC to share certain group costs such as shared employee costs, audit costs, legal fees, etc. as well as an agreement for guarantee fees payble to AMSC.
The Group has a service agreement with Aker US Services, LLC which provides tax services. The cost of these services was not significant, however they are important to the Company's operations.
The Group believes that related party transactions are made on terms equivalent to those that prevail in arm's length transactions.

NOTE 16: SUBSIDIARIES AND ASSOCIATES
The subsidiaries included in the American Tanker Inc.'s Group account were as follows. Companies owned directly by ATI are highlighted.

2018
American Shipping Corporation (ASC)
ASC Leasing I ‐ X, Inc. (10 legal entities)

ATI's
common
holding %
100%
100%

ATI's
voting share %
100%
100%

Principal
place of business
Kennett Square, PA
Kennett Square, PA

Country
USA
USA

Each of the Company's ten vessels are owned by an individual leasing company, ASC Leasing I ‐ X, Inc. Each of the individual leasing companies have contracts
directly with OSG and vessel debt directly with BNP Paribas or CIT Bank which are covered by overall agreements that tie the arrangements together through
either a framework agreement and/or guarantees.

NOTE 17: FINANCIAL INSTRUMENTS

FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: market risk (including fair value, interest risk and price risk), credit risk, cash‐flow interest‐rate risk and
foreign exchange risk. The Group’s overall risk management program focuses on the unpredictability of financial markets and seeks to minimize potential adverse
effects on the Group’s financial performance. The Group uses derivative financial instruments to hedge certain risk exposures.
Risk‐management is carried out under policies approved by the ultimate parent company, AMSC's Board of Directors. The Board of Directors provides principles for
overall financial risk management as well as policies covering specific areas such as foreign exchange risk, interest‐rate risk, credit risk, and use of derivative financial
instruments and non‐derivative financial instruments.
Exposure to credit, interest rate and currency risk arises in the normal course of the Group's business. Derivative financial instruments are used from time to time to
hedge exposure to fluctuations in foreign exchange rates and interest rates for business purposes. The Company entered into interest rate swaps for a portion of the
secured bank debt.

Credit risk
The carrying amount of financial assets represents the maximum credit exposure.
At 31 December the maximum exposure to credit risk is as follows:
Amounts in USD thousands
Loans and receivables
Cash and cash equivalents
Cash held for specified uses
Total

2018

2017

26,870
20,524
9,724
57,118

28,758
11,679
9,231
49,668

The Group regularly monitors the financial health of the financial institutions which it uses for cash management services and in which it makes deposits and other
investments. ATI responds to changes in conditions affecting its deposit relationships as situations warrant.
Receivables are to be collected from the following types of counterparties:

Amounts in USD thousands
Type of counterparty:
End‐user customer (1)
Other receivables
Total

2018

2017

26,736
134
26,870

28,681
78
28,758

(1)

Due to the nature of the Group's operations, revenues and related receivables, including the DPO, are currently concentrated amongst OSG and its affiliates
The Group continually evaluates the credit risk associated with customers.

Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by delivering cash or
another financial asset. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities
when due, under both normal and stressed conditions.
With regards to making the debt service payments on the BNP and CIT loans, the Group has established cash earnings accounts whereby all charter hire payments are
deposited and utilized for debt service prior to being available for general corporate purposes.

The following are the contractual maturities of financial liabilities including interest payments:
31 December 2018

Amounts in USD thousands

Book value

Contractual cash
flow

6 mths and less

6‐12 mths

1‐2 years

2‐5 years

More than 5
years

Non‐derivative financial liabilities
Unsecured bonds (gross)
Long‐term interest bearing external liabilities (gross)

220,000
388,094

(288,450)
(450,952)

(10,175)
(25,301)

(10,175)
(26,302)

(30,350)
(306,377)

(237,750)
(38,228)

‐
(54,744)

Total as of 31 December 2018

608,094

(739,402)

(35,476)

(36,477)

(336,727)

(275,978)

(54,744)

31 December 2017

Amounts in USD thousands

Contractual cash
flow

Book value

6 mths and less

6‐12 mths

1‐2 years

2‐5 years

More than 5
years

Non‐derivative financial liabilities
Unsecured bonds (gross)
Long‐term interest bearing external liabilities (gross)

220,000
416,482

(308,800)
(494,461)

(10,175)
(23,882)

(10,175)
(23,845)

(20,350)
(48,838)

(268,100)
(334,714)

‐
(63,182)

Total as of 31 December 2017

636,482

(803,261)

(34,057)

(34,020)

(69,188)

(602,814)

(63,182)

Exposure to interest rate risk
The Group is exposed to fluctuations in interest rates for its variable interest rate debt. With regards to the BNP financing, the Group has entered into interest swap
agreements to lock in the interest rate paid. The bond issued in 2017 has a fixed interest rate.
Sensitivity analysis
An increase of 100 basis points in interest rates in the reporting year would have increased /(decreased) equity and profit or loss by
the amounts shown below. This analysis assumes thal all other variables remain constant.
Amounts in USD thousands
Increase/(decrease)
Bank deposits
Financial liabilities
Interest swap
P&L sensitivity (net)

2018

2017

515
(1,421)
1,264
358

513
(7,546)
5,560
(1,473)

For 2018 and 2017, estimates of the interest swap valuation following the change in interest rates are based on broker quotes, with an adjustment for the Company's credit risk as described
in note 13.

Fair values
Fair value hierarchy
IFRS requires companies to disclose certain information about how fair value is determined in a "fair value hierarchy" for financial instruments recorded at fair value, which for ATI are
derivative financial instruments, or disclosures about fair value measurements which have been identified below. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets and liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). Level 2 includes assets and liabilities whose values are based on quoted prices in
markets that are not active or model inputs that are observable either directly or indirectly.
The only financial instruments that the Company accounts for at fair value are the interest rate swaps as of 31 December 2018 and 2017, which are classified in the Level 2 category described
above. The Company's policy is to recognize transfers into and transfers out of fair value hierarchy levels as of the date of the event or change in circumstances that caused the transfer.
During the year ended 31 December 2018, there were no transfers between categories.
The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the balance sheet as of 31 December 2018 are as follows:

Amounts in USD thousands

Interest‐bearing receivables from external companies, maturity greater than 3 years
Interest swap used for economic hedging:
Assets

Carrying
amount
2018

Fair
value
2018

Fair
value
hierarchy

Valuation
technique

26,736

21,971

3

Discounted cash flows
at 10%

2,395

2,395

2

Unsecured bonds (gross)

(220,000)

(214,500)

2

Secured loans (gross)

(381,423)

(383,761)

2

Market comparison
from a third party
OSE trading price at
year‐end
Discounted cash flows
at 4.0%

The fair value of cash, accounts receivable and accounts payable approximate the carrying values due to their short‐term nature.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes. However, derivatives where hedge accounting is not applied are
accounted for as trading instruments.

The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the balance sheet as of 31 December 2017 are as follows:

Amounts in USD thousands

Interest‐bearing receivables from external companies, maturity greater than 3 years
Interest swap used for economic hedging:
Assets

Carrying
amount
2017

Fair
value
2017

Fair
value
hierarchy

Valuation
technique

28,681

23,343

3

Discounted cash flows
at 10%

1,647

1,647

2

Unsecured bonds (gross)

(220,000)

(215,188)

2

Secured loans (gross)

(409,811)

(411,793)

2

The discounted cash flow valuation model considers the present value of expected payments, discounted using the risk adjusted discount rate noted.

Financial instruments measured at fair value

Market comparison
from a third party
OSE trading price at
year‐end
Discounted cash flows
at 4.0%

Type

Interest rate swaps

Valuation technique
Market comparison
technique: The fair values
are based on broker
quotes. Similar contracts
are traded in an active
market and the quotes
reflect the actual
transactions in similar
instruments.

Significant
unobservable
inputs

Not applicable

Inter‐relationship
between significant
unobservable inputs
and fair value
measurement

Not applicable

NOTE 18: AGREEMENTS WITH OSG
ATI's only customer is OSG. The key agreements with OSG include the bareboat charter agreements, DPO agreements and profit sharing agreement.
Under the bareboat charter agreements, OSG pays ATI a fixed daily rate for leasing the vessels and OSG is responsible for operating costs and maintenance of the vessels. The fixed terms five of the bareboat charters run through
December 2022; four of the bareboat charters run through December 2020; and the Overseas Tampa runs to 2025, with options for OSG to extend the charters for 1, 3 or 5 years for the useful lives of the vessels.
Under the DPO agreement (see note 9), OSG defered payment of a portion of the daily bareboat charter hire for the first seven years of vessels 1‐5. This deferred payment accrued on a daily basis to a maximum of USD 7.0 million per
vessel and is now repayable over 18 years after the initial 7 year period.
Under the profit sharing agreement, ATI and OSG share in the profits from OSG's operations of ATI's 10 vessels. The calculation of profit to share is made on an aggregated fleet level. The calculation thus starts with total vessel
revenue, subtracted by defined cost elements, as described below.
Time Charter Hire
Less:
BBC hire
OPEX
OSG profit layer
Management fee
Auditor expenses
Amortization of start‐up costs
Amortization of conversion costs
= Profit to share before Drydock Reserve
Provision, Drydock Reserve True‐Up

Fleet revenue
Bareboat rate paid from OSG to ATI
Crew, maintenance & repairs, insurance, fees & vetting, lubes
Fixed daily rate of USD 4,000/day per vessel
Fixed daily rate plus annual escalation
Actual OSG auditor expenses
Amortized through December 2019
Amortized over ten years

Income subject to Profit Share before covering drydocking costs

The profit to share is then reduced by a drydock reserve provision, adjusted for a drydock reserve true‐up once a drydock has been completed. The drydock reserve provision includes the estimated costs for each Intermediary Repair
Period (IRP), which occurs every 3 years and each special survey occurring every 5 years.
When drydock expenses are covered, ATI’s portion of the profit share must pay down a USD 18.2 million credit (plus accrued interest at 9.5% p.a. since December 2009) negotiated with OSG, which is the amount of ATI's profit sharing
OSG retains prior to having an obligation to remit profit sharing payments to ATI. After the OSG credit has been fully reduced to zero, ATI will receive its 50% of subsequent profits under the formula above in cash and will recognize
profit sharing revenue. ATI's portion of the profit can never be negative on an annual basis. For the full year 2018 the profit share was zero (2017:0). The calculation of profit sharing for the full year 2018 and 2017 are shown with
aggregated, rounded figures in USD millions below.

ATI’s 50% share of the profit (0 for 2018) is used to reduce the OSG credit. The cumulative balance as of the end of 2018 and 2017 for the OSG credit is shown in the table below and as described above, must be covered prior to ATI
being entitled to receive profit share from OSG:
Balance per 31 December 2018:
Beginning balance

Accrued

Ending balance

as of 31 Dec 2017

interest

Reduction as of 31 Dec 2018

5.4

0.5

Beginning balance

Accrued

as of 31 Dec 2016

interest

4.9

0.5

OSG credit

-

5.9

Balance per 31 December 2017:

OSG credit

Ending balance
Reduction
-

as of 31 Dec 2017
5.4

NOTE 19: EVENTS AFTER THE BALANCE SHEET DATE
On 18 February 2019, ATI proposed amendments to its unsecured bond issue, including the removal of scheduled
amortization. The Company believes the amendments to the bond will improve AMSC’s position in refinancing the secure bank
debt as well as strengthen the Company’s ability to raise capital in relation to potential future growth opportunities. The
amendment was executed during Q1 2019.
During Q2 2020, ATI closed on the refinancing of its senior secured debt for nine of the vessels with new and existing lenders.
The refinancing is structured in two separate facilities; one being a USD 160 million facility secured by five vessels with a club of
three banks consisting of BNP Paribas, SEB and National Australia Bank and the other, a USD 145 million facility secured by four
vessels, with a syndicate of four lenders consisting of Prudential Private Capital, Siemens Financial Services, Wintrust Asset
Finance and Atlantic Union Equipment Finance.
The two facilities are summarized below:

During Q3 2020, ATI closed on the refinancing of the outstanding USD 220 million bond, with a new USD 200 million bond plus
USD 25 million from the Company’s revolving credit facility. The new bond has a 7.75% semiannual coupon and matures 2 July
2025.

The Covid‐19 pandemic is causing increased uncertainty around fundamentals relating to the Jones Act tanker market. Demand
for gasoline and jet fuel in the U.S. as well as domestic oil production may decrease in the short term and may remain volatile
in the medium term. The full effect of these external factors and the uncertainty related to how long they will last are likely to
negatively affect both demand for gasoline and jet fuel, as well as reduce crude oil production in the US.
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KEY FIGURES
			
Profit and loss items		

2018

2017

2016

2015

Operating revenues

USD million

87.8

87.8

88.0

87.8

EBITDA

USD million

84.2

84.8

85.1

84.9

Net income

USD million

8.6

13.3

7.1

9.7

Normalized EBITDA						
Reported EBITDA

USD million

Profit share

USD million

DPO

USD million
USD million

87.9

Normalized EBITDA

84.2

84.8

85.1

84.9

-

-

10.2

11.1

3.7

3.8

3.9

3.3

88.6

99.2

99.3

Cash flow						
Cash flow from operating activities

USD million

47.7

51.0

56.7

50.9

Cash flow from investing activities

USD million

0.3

15.1

-

-

Cash flow used in financing activities

USD million

(48.5)

(63.2)

(38.6)

(110.9)

						
Cash as of 31 December

USD million

53.8

54.3

51.4

33.3

Balance sheet						
Interest bearing debt

USD million

601.9

628.4

664.4

670.8

Equity

USD million

176.1

186.9

195.7

216.4

Total assets

USD million

811.3

847.1

889.4

905.0

Equity ratio

Percent

21.7%

22.1%

22.0%

23.9%

The AMSC share						
Share price as of 31 December

NOK

33.30

23.90

24.30

26.50

Dividend per share

NOK

2.76

2.59

3.99

3.42

Dividend per share

USD

0.32

0.32

0.48

0.42

Dividend yield

Percent

8.3%

10.8%

16.4%

12.4%
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KEY EVENTS
2018

OSG CONTRACT EXTENSIONS
In December 2018, OSG exercised its
options to extend the bareboat charter
agreements for all nine of AMSC’s vessels
up for renewal. OSG previously exercised
its option to extend its charter agreement
for the 10th vessel, extending that charter into 2025. As a result, all ten bareboat
charter agreements have now been
extended for additional periods. Charter
agreements for five of the vessels were
extended for three-year terms, commencing in December 2019 and ending
in December 2022. Charter agreements
for four of the vessels were extended for
one-year terms, commencing in December 2019 and ending in December 2020.
OSG has options to extend the charter
terms for one, three or five years for the
remaining useful lives of the vessels. The
one-year extension options may only be
used once for each vessel and OSG has
exhausted the opportunity to declare a

one year extension for the four vessels
with corresponding bareboat charters
expiring December 2020.
CONTINUED DIVIDENDS
For the financial year 2018, the Company
declared dividends of USD 0.32 per share,
USD 19.4 million in total.
IMPROVED U.S. JONES ACT MARKET
During 2018, the U.S. Jones Act tanker
market experienced improved trading
conditions. Towards the end of 2018, and
for the first time in nearly three years, the
entire Jones Act tanker fleet has been fully
employed on time charter contracts. The
improved supply and demand dynamics
are driven by net fleet reduction in combination with stronger demand for transportation of crude oil and clean products.

FINANCIAL CALENDAR 2019
25 April
Annual General Meeting 2019
23 May
1st quarter interim results 2019
21 August
2nd quarter interim results 2019
21 November 3rd quarter interim results 2019
(dates subject to change)
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THIS IS
AMERICAN
SHIPPING
COMPANY
American Shipping Company ASA (AMSC) was established in
2005, and is listed on the Oslo Stock Exchange with the ticker
AMSC. The business model of AMSC is to own and bareboat
charter out U.S. built vessels to qualified U.S. citizen operators,
making the Company a pure play Jones Act owner. The objective
of the business model is to generate a stable and predictable
cash flow from long term bareboat leases protected from short
term market fluctuations, with upside potential through profit
sharing arrangements with the charterers.

AMSC currently owns nine modern
handy size product tankers and one
modern handy size shuttle tanker, all
built at Philly Shipyard (PHLY), a leading
U.S. shipyard. All ten vessels are on long
term fixed rate bareboat charters with
Overseas Shipholding Group Inc. (OSG).
In addition, there is a profit sharing
arrangement in place with OSG, providing
the Company with exposure to improving
market conditions. OSG charters the

vessels out on voyage and time charters
to major oil companies and refineries.
OSG has options to renew the bareboat
charters for the life of the vessels.
AMSC is headquartered in Lysaker, Norway, with its principal operating subsidiaries located in Pennsylvania, USA.
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FLEET
OVERVIEW
VESSEL

DESIGN

TYPE

DELIVERED

2019 20

Overseas Houston

Veteran Class MT 46

MR

2007		

Overseas Long Beach

Veteran Class MT 46

MR

2007		

Overseas Los Angeles

Veteran Class MT 46

MR

2007

Overseas New York

Veteran Class MT 46

MR

2008		

Overseas Texas City

Veteran Class MT 46

MR

2008

Overseas Boston

Veteran Class MT 46

MR

2009		

Overseas Nikiski

Veteran Class MT 46

MR

2009

Overseas Martinez

Veteran Class MT 46

MR

2010		

Overseas Anacortes

Veteran Class MT 46

MR

2010		

Overseas Tampa

Veteran Class MT 46

ST

2011		

21

22

23

24

25 2026

Tampa was converted to a shuttle tanker and is on a
10 year BBC backed by a 10 year TC

Bareboat from AMSC to OSG
OSG extension options for life
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Valdez, Alaska

PRIMARY
TRADE
ROUTES
Seattle
WASHINGTON
Portland
OREGON
New York /
New Jersey
Philadelphia
Washington DC

San Francisco
CALIFORNIA

OKLAHOMA

Los Angeles

Cushing
MISSISSIPPI

TEXAS
Houston
Corpus
Christi

LOUISIANA

ALABAMA

Port
Arthur New Orleans

FLORIDA
Tampa
Port Everglades

Crude
Clean
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COMPANY
STRUCTURE
AMERICAN SHIPPING COMPANY ASA

American Tanker Holding Company Inc.

American Tanker Inc.

American Shipping Corporation Inc.

ASC
Leasing
I Inc.

ASC
Leasing
II Inc.

ASC
Leasing
III Inc.

ASC
Leasing
IV Inc.

ASC
Leasing
V Inc.

ASC
Leasing
VI Inc.

ASC
Leasing
VII Inc.

ASC
Leasing
VIII Inc.

ASC
Leasing
IX Inc.

ASC
Leasing
X Inc.

Overseas
Houston

Overseas
Long Beach

Overseas
Los Angeles

Overseas
New York

Overseas
Texas City

Overseas
Boston

Overseas
Nikiski

Overseas
Martinez

Overseas
Anacortes

Overseas
Tampa
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COMPANY
HISTORY
2005
A
 ker American Shipping
ASA (AKASA) established and listed on
Oslo Stock Exchange
C
 losed a ten ship
bareboat charter agreement with Overseas
Shipholding Group, Inc.
(OSG), with ships delivered between 2007
and 2011

2014
B
 egan paying quarterly
dividends
Overseas Tampa
converted to a shuttle
tanker for a ten year
time charter to Shell
beginning in 2015

2007
Obtained take-out financing for ten vessels
and issued NOK 700
million bond for investments in vessels

2013
Launched major
recapitalization of the
Company, completed
in 2014, which raised
USD 128 million in cash
and increased equity by
USD 166 million

2008
N
 ame changed to
American Shipping
Company ASA and trading ticker changed from
AKASA to AMSC

2012
E
 xtended maturity of
vessel debt to June
2016

2009
F
 inalized settlement
agreement with
OSG that settled all
commercial disputes
between the companies

2011
E
 xtended maturity of
the NOK bond for 6
years

A
 chieved bareboat
charter extensions with
OSG to December 2019

Invested USD 25 million
for a 19.6% stake in Philly
Tankers AS with orders
for four product tankers

2015
Refinancing of secured
vessel debt completed
with USD 450 million in
new secured debt
Philly Tankers secured
long-term time charters
on its first two ships, declared its two options and
entered into agreement
to sell all four tanker
contracts upon delivery

2016
First Philly Tankers
newbuild contract and
related assets sold to
subsidiaries of Kinder
Morgan. Transaction
proceeds distributed
during 2017, with a
final liquidation proceed
during 2018

2017
R
 aised USD 220 million
senior unsecured bond
used to refinance the
outstanding bond with
maturity in February
2018
R
 eceived USD 12.5
million in distributions
from Philly Tankers
from its sale of all four
product tanker newbuild contracts

2018
O
 SG elected to extend
all nine vessels up for
renewal, effectively
increasing AMSC’s
average bareboat
charter duration to
3.5 years
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GOALS AND
STRATEGIES
Be a preferred ship owning and lease finance company in the Jones Act market
Generate stable cash flow from long term bareboat charters
Have a modern, safe and operationally friendly fleet
Explore and invest in value creating opportunities for our stakeholders
Ensure an optimal use of capital
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MANAGEMENT

PÅL MAGNUSSEN
PRESIDENT / CEO

MORTEN BAKKE
CFO

LEIGH JAROS
Controller

Mr. Magnussen was appointed CEO and
President of American Shipping Company
ASA effective 1 January 2015. He previously served as the Company’s CFO since
1 June 2014. Prior to joining American
Shipping Company, Mr. Magnussen
served as Director in DNB Markets’
Investment Banking Division, Shipping
and Offshore group for 8 years. Earlier
experience also include 4 years in DNB
Bank’s Shipping and Offshore Division.
Mr. Magnussen has significant experience
from international shipping finance and
been based in New York, Singapore and
Oslo. He holds a MBA from Columbia
University, New York and a Master of
Science degree from Norwegian School
of Management, Oslo. He holds 50,000
shares in the Company

Mr. Bakke was appointed CFO of AMSC
effective 4 April 2016. He has 14 years of
corporate finance, shipping and offshore
experience of which 10 years with DVB
Corporate Finance in London and Oslo
and previously with Chartered Accountants Moore Stephens and Credit Suisse,
both in London. Mr. Bakke has advised
multiple offshore, shipping and private
equity firms on a variety of M&A deals
and holds a MSC in Shipping, Trade and
Finance from Cass Business School and
BA in Business Studies from University
of Greenwich. Mr. Bakke is a Norwegian
national and holds 25,000 shares in the
company through MB Capital AS.

Ms. Jaros joined American Shipping
Company as Controller in July 2008. Ms.
Jaros has over 15 years of corporate
financial experience including financial
reporting, analysis and budgeting. Ms.
Jaros was employed by Aker Philadelphia
Shipyard as its Accounting Supervisor
prior to joining AMSC. Ms. Jaros holds
a Bachelor of Science in Finance and
Economics from West Chester University.
Ms. Jaros is a U.S. citizen and holds zero
shares of stock in the Company.
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ANNETTE MALM JUSTAD
Chairman

PETER D. KNUDSEN
Board member

KRISTIAN RØKKE
Board member

Ms. Justad has been a member of American Shipping Company ASA’s Board of
Directors since December 2007. From
2006 through 2010, she held the position
of CEO of Eitzen Maritime Services ASA,
a Norwegian marine shipping services
Company. Prior to that she has held various positions in large companies such as
Yara International ASA, Norgas Carriers/
IM Skaugen ASA, and Norsk Hydro ASA.
Ms. Justad is a member of the Board of
Port of London Authority, Odfjell, Awilco
LNG ASA, Store Norske Kulkompani AS,
Småkraft AS and Norske Tog AS. Ms. Justad
holds a Master degree of Technology
Management from MIT (Sloan School)/
NTH/NHH in addition to a MSc in Chemical Engineering from NTH. Ms. Justad is a
Norwegian citizen. Ms. Justad holds 4,523
shares in the Company and has no stock
options. She has been re-elected for the
period 2017-2019.

Peter D. Knudsen is the Managing
Partner of NorthCape AS. Mr. Knudsen
previously worked as CEO of Oslo listed
Camillo Eitzen & Co. ASA from November
2008 to February 2012. Prior to Camillo
Eitzen & Co. ASA, Mr. Knudsen was
employed by Nordea Bank (Shipping
Offshore and Oil Services) for 15 years,
and his last position was as a General
Manager of Nordea Bank in Singapore.
Mr. Knudsen has also been employed
with GIEK, Den norske Creditbank,
Jøtun Fonds and Stemoco Shipping.
Mr. Knudsen holds an MBA from Arizona
State University. Mr. Knudsen is presently
a Board member of Uglands Rederi AS
and Pareto Bank ASA. He is a Norwegian
citizen and holds 2,000 shares of stock
in the Company through Vilja AS. Mr.
Knudsen has been a Board Member of
American Shipping Company ASA since
2012 and has been re-elected for the
period 2018-2020.

Kristian Røkke is currently Chief Investment Officer at Aker ASA. He has
extensive experience from offshore oil
services, shipbuilding industry, M&A and
other transactions. Prior to Aker ASA, Mr.
Røkke was CEO in Akastor, an investment company listed on the Oslo stock
exchange. Mr. Røkke is a board member
of TRG Holding AS, Aker Solution ASA
and Akastor ASA. He holds an MBA from
The Wharton School, University of Pennsylvania. Mr. Røkke is a Norwegian and
American citizen and holds zero shares in
the Company. Mr. Røkke was elected to
the Board of Directors at the Company’s
Annual General Meeting in 2018 for the
period 2018-2020.
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American Shipping Company
ASA (“AMSC” or the “Company”)
is a ship owning and lease
finance company with a modern
fleet of nine product tankers
and one shuttle tanker operating in the U.S. domestic (“Jones
Act”) trades. During 2018, all
ten tankers were in operation
on long term bareboat charters
to Overseas Shipholding Group,
Inc. and its subsidiaries (collectively “OSG”), one of the largest
operators in the Jones Act
tanker market, and domiciled in
Tampa, Florida.

THE GROUP’S BUSINESS ACTIVITIES
The main entities in the AMSC Group
(the “Group”) are the Norwegian holding
company American Shipping Company
ASA and its wholly owned U.S. subsidiaries American Tanker Holding Company,
Inc. (ATHC), American Tanker, Inc. (ATI),
American Shipping Corporation (ASC),
and the ten single purpose leasing
companies (ASC Leasing I through X,
Inc.), each owning one of the ten tankers.
American Shipping Company ASA is
domiciled in Lysaker, Norway, and listed
on the Oslo Stock Exchange, with the U.S.
subsidiaries located in Kennett Square,
Pennsylvania.
AMSC’s business model is to own and
long-term bareboat charter-out vessels
for operation in the U.S. Jones Act market,
earning fixed bareboat charter revenues
generating stable cash flows to protect
against short-term market fluctuations,
and, in addition, with profit share potential generated by the bareboat charterers’
operations in the time or voyage charter
markets.
In accordance with this policy, all of AMSC’s vessels are on long-term fixed rate
bareboat charters with OSG, together
with a profit sharing agreement which
gives AMSC the upside of sharing the
profits generated by OSG. OSG employs
the vessels on voyage and time charters
to major oil companies, refineries and
trading companies in the U.S.

The vessels were built at Philly Shipyard
(“PHLY”), a leading U.S. shipyard and
delivered between 2007 and 2011.
The Company has no research and development activity.
THE JONES ACT MARKET
The U.S. cabotage law, commonly
referred to as the Jones Act, requires all
commercial vessels transporting cargoes
between points in the United States to be
U.S. built, owned, operated and manned
by U.S. citizens, and registered under the
U.S. flag.
AMSC’s operation in the Jones Act market
is made possible by the lease finance
exception of the Jones Act, which permits
foreign ownership of the ships under
certain conditions. Compliance with the
lease finance exception requires, among
other things, that the vessels be bareboat
chartered to qualified U.S. citizen operators, such as OSG.
KEY EVENTS 2018
OSG contract extensions
On 10 December 2018, OSG exercised its
options to extend the bareboat charter
agreements for all nine of AMSC’s vessels
up for renewal. OSG previously exercised
its option to extend its charter agreement
for the 10th vessel, extending that charter
into 2025. As a result, all ten bareboat
charter agreements have now been
extended for additional periods. Charter
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agreements for five of the vessels were
extended for three-year terms, commencing in December 2019 and ending in December 2022. Charter agreements for four
of the vessels were extended for one-year
terms, commencing in December 2019
and ending in December 2020. OSG has
options to extend the charter terms for
one, three or five years for the remaining
useful lives of the vessels at similar terms
to the current contracts. The one-year
extension options may only be used once
for each vessel and OSG has exhausted
the opportunity to declare a one year
extension for the four vessels with
corresponding bareboat charters expiring
December 2020. An overview of bareboat
charter durations and remaining extension
options is provided in the table below.
Continued dividend
For the financial year 2018, the Company
declared dividends of USD 0.32 per share,
USD 19.4 million in total. The Company’s
fixed bareboat revenue currently supports this dividend level.
Improved U.S. Jones Act market
During 2018, the U.S. Jones Act tanker
market experienced improved trading

conditions. Towards the end of the year,
and for the first time in nearly three
years, the entire Jones Act tanker fleet
was fully employed on time charter
contracts. The improved supply and
demand dynamics are driven by net fleet
reduction in combination with stronger
demand for transportation of crude oil
and clean products.
Stable cash flow
Normalized EBITDA, calculated as operating profit before depreciation (EBITDA),
plus profit share, plus the Deferred Principal Obligation (“DPO”), was USD 87.9
million for 2018 and USD 88.6 million in
2017. AMSC discloses Normalized EBITDA in order to provide meaningful supplemental information to management
and investors as the Company believes
this measure enhances an understanding
of the Company’s operating earnings.
The DPO is a receivable from OSG which
originated from deferred cash payments
of a portion of the daily bareboat charter
rate for five of AMSC’s ships for the first
seven years. The DPO is repaid to AMSC
over 18 years including interest unless
the bareboat charter is terminated earlier

		
Vessel

Charter Expiration Remaining Charter Extension Options

Overseas Houston
Overseas Long Beach
Overseas Los Angeles
Overseas New York
Overseas Texas City
Overseas Boston
Overseas Nikiski
Overseas Martinez
Overseas Anacortes
Overseas Tampa

Dec 2022
Dec 2022
Dec 2022
Dec 2022
Dec 2022
Dec 2020
Dec 2020
Dec 2020
Dec 2020
Jun 2025

1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
1 x 1 year, unlimited 3 and 5 year
Unlimited 3 and 5 year
Unlimited 3 and 5 year
Unlimited 3 and 5 year
Unlimited 3 and 5 year
2 x 5 year followed by 5 x 1 year

at which time the DPO becomes due
immediately.
		
Normalized EBITDA
(USD millions)
Operating profit before
depreciation
Profit share (see note 19)
DPO
Normalized EBITDA

2018

2017

84.2
3.7
87.9

84.8
3.8
88.6

REVIEW OF THE ANNUAL ACCOUNTS
AMSC prepares and presents its consolidated accounts according to International
Financial Reporting Standards (IFRS) as
adopted by the EU, and has one operating segment.
Profit and loss accounts
In 2018 and 2017, AMSC had operating
revenues of USD 87.8 million each,
a reflection of the Company’s stable,
predictable business model. Revenues
are recognized on a monthly basis and
represent the income from the bareboat charter agreements. There were
no profits generated under the profit
sharing agreement with OSG in 2018 or
2017. Any profits generated under the
profit sharing agreement are first used
to offset the OSG credit balance. In the
agreement with OSG, the “OSG credit” is
the amount of AMSC’s profit sharing that
OSG retains prior to having an obligation
to remit profit sharing payments to
AMSC. After the OSG credit has been
fully reduced to zero, AMSC will receive
its 50% share of the subsequent profit
in cash. The Company’s operating profit
before interest, taxes, depreciation and
amortization (EBITDA) amounted to USD
84.2 million in 2018 compared to USD
84.8 million in 2017.
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Depreciation was USD 33.8 million in
2018 versus USD 33.9 million in 2017.
AMSC’s operating profit (EBIT) was USD
50.4 million in 2018 versus USD 51.0
million in 2017.
Net financial items were negative
USD 40.5 million in 2018 compared to
negative USD 40.0 million in 2017. Net
financial items of negative USD 40.5
million in 2018 consist primarily of net
interest expense of USD 38.7 million
and other financial expenses of USD 2.5
million, offset by unrealized, non-cash
gain on the mark-to-market valuation of
interest rate swap agreements of USD
0.7 million. Net financial items of negative USD 40.0 million in 2017 consist
primarily of net interest expense of USD
42.8 million and other financial expenses
of USD 3.1 million, offset by a gain on
the investment in Philliy Tanker AS of
USD 4.2 million and unrealized, non-cash
gain on the mark-to-market valuation of
interest rate swap agreements of USD
1.7 million. Net interest expense in 2017
was affected by costs of USD 4.8 million
related to the refinancing of the bond
maturing February 2018.
Net profit before tax for 2018 and 2017
was USD 9.9 million and USD 11.0 million, respectively.
Non-cash deferred income tax expense
was USD 1.4 million in 2018 (USD 5.8
million benefit in 2017). As a result of the
U.S. federal tax reform legislation, which
was passed in Q4 2017 and reduced the
federal corporate income tax rate from
35% to 21%, AMSC booked a one-time
non-cash tax benefit of USD 5.8 million
in the fourth quarter 2017. The Company
is required to revalue its net deferred tax
liability based on the new lower tax rate.

Income tax benefit in 2018 was USD 0.1
million (USD 3.5 million expense in 2017,
consisting of USD 2.6 million relating
to AMSC’s share of the income from its
investment in Philly Tankers and state
franchise taxes of USD 0.9 million). The
benefit in 2018 is due to reversal of prior
year expenses for which the Company
has negotiated with certain states to
avoid state tax penalties.
AMSC’s 2018 net income was USD 8.6
million versus USD 13.3 million in 2017.
The 2018 basic and diluted earnings
per share (EPS) were USD 0.14. The
corresponding figures for 2017 were USD
0.22, for both basic and diluted EPS.
Cash flow
The Company’s operating cash flow is
primarily composed of bareboat charter
hire and DPO received less interest
paid. Total net cash flow from operating
activities in 2018 was positive USD 47.7
million (USD 51.0 million in 2017).
Net cash flow from investing activities
was positive USD 0.3 million, representing U.S. tax payments made by PTAS on
AMSC’s behalf in 2018 (USD 15.1 million
in 2017). There were no investments
made in 2018 or 2017.
Net cash flow from financing activities
in 2018 was negative USD 48.5 million,
which included USD 28.4 million in vessel
debt installments, USD 19.4 million in
dividends paid/return of capital and USD
0.7 million in loan fees paid. Net cash
flow from financing activities in 2017 was
negative USD 63.2 million, which included
USD 28.3 million in vessel debt installments, USD 13.3 million paid on the Aker
ASA subordinated loan, USD 22.1 million
in dividends paid/return of capital and

USD 3.8 million in loan fees paid, offset
by USD 4.3 million net received from the
bond refinancing.
Statement of financial position
and liquidity
As of 31 December 2018, American Shipping Company had cash on deposit with
banks totaling USD 53.8 million. Of this
total amount, USD 2.7 million is cash held
for specified uses. The corresponding
amounts for 2017 were USD 54.3 million
in cash on deposit with banks and USD
2.3 million in cash held for specified uses.
Other current assets were USD 0.2
million as of 31 December 2018 and 31
December 2017.
Property, plant and equipment as of 31
December 2018 was USD 711.8 million
(USD 745.6 million as of 31 December
2017), and includes ten vessels.
Interest-bearing long-term receivables
totaled USD 26.7 million as of 31 Dec
ember 2018 (USD 28.7 million as of 31
December 2017) and represent the DPO
due from OSG.
Other long-term assets totaled USD
16.4 million as of 31 December 2018
and represent AMSC’s investment in
Philly Tankers (USD 16.6 million as of
31 December 2017).
At 31 December 2018, total assets were
USD 811.3 million (USD 847.1 million as
of 31 December 2017).
At 31 December 2018, total equity was
USD 176.1 million. The equity ratio was
21.7% of total assets. Corresponding
amounts for 2017 were USD 186.9
million and 22.1%, respectively.
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Total current liabilities as of 31 December
2018 were USD 49.9 million, consisting of
USD 29.6 million for short-term interest
bearing debt and USD 20.3 million for deferred revenues, accrued interest and other
payables. The corresponding total current
liabilities as of 31 December 2017 were
USD 48.5 million, consisting of USD 28.3
million for short-term interest bearing debt
and USD 20.2 million for deferred revenues, accrued interest and other payables.
Non-current liabilities totaled USD 585.3
million at 31 December 2018, consisting
of bank debt of USD 351.8 million related
to the ten vessels owned by AMSC, a bond
issue of USD 220.0 million, a subordinated
loan from Aker ASA of USD 6.7 million and
deferred tax liability of USD 13.0 million,
offset by unamortized loan fees of USD
6.2 million. Non-current liabilities totaled
USD 611.7 million at 31 December 2017,
consisting of bank debt of USD 381.5 million related to the ten vessels owned by
AMSC, a bond issue of USD 220.0 million,
a subordinated loan from Aker ASA of USD
6.7 million and deferred tax liability of USD
11.6 million, offset by unamortized loan
fees of USD 8.1 million.
Tax position
AMSC has federal net operating losses in
carryforward (NOLs) as of 31 December
2018 of USD 563.4 million in the U.S. and
USD 94.1 million in Norway. These NOLs
have been generated since 2005 from the
tax losses of the Company, which in the
U.S. are mostly due to the accelerated depreciation of the vessels for tax purposes
(10 years) and in Norway are mainly due
to the interest cost on the previous bond.
In December 2017, the U.S. passed federal
tax reform legislation effective from 2018
which is expected to impact AMSC in

several ways. The federal tax rate was
reduced from 35% to 21%. The Company
was required to revalue its net deferred tax
liability based on the new lower tax rate,
and it recognized a one-time non-cash
tax benefit of USD 5.8 million in 2017
related to the revaluation. The legislation
also includes limitations on the use of net
operating losses in carryforward. Losses
generated in 2018 and after can offset
only 80% of taxable income. AMSC’s NOLs
generated prior to 2018 would not be subject to such limitations. From 2018 through
2021, the deduction for interest expense is
limited to 30% of EBITDA. Starting in 2022,
interest deductions may not exceed 30% of
EBIT. Disallowed interest deductions can
generally be carried forward indefinitely.
This limitation could restrict the amount
of AMSC’s interest costs to reduce taxable
income in certain years.

mance of OSG and from OSG’s operation
of our vessels, re-chartering risk as well
as overall Jones Act market risk.

During 2017, the Company evaluated its
state tax position based on the operation of
the vessels. In the past, the Company filed
state taxes only in Pennsylvania, based on
the commercial domicile of the U.S. subsidiaries. The Company concluded that, based
on the evolution of state tax laws, it has
had nexus in states where the vessels have
operated. The effect of this change in nexus
is an overall reduction in the state effective
tax rate. AMSC has booked the appropriate
tax expenses, as well as deferred tax assets
and liabilities, in those states where the
Company has nexus.

AMSC continues to closely monitor its
employment and counterparty risk.

See note 5 in the consolidated accounts
for further information.
RISKS
Counterparty risk and charter
renewal risk
The risks facing AMSC principally relate
to the operational and financial perfor-

Since OSG is currently AMSC’s only counterparty, AMSC is exposed to OSG’s credit
risk. As charterer of all of the Company’s
vessels, OSG continued to service its
financial obligations to AMSC in 2018
on time, including USD 3.7 million in
payments on the DPO receivable. AMSC’s
counterparty risk has been reduced in
2018 with OSG’s election to exercise its
options on all nine vessels up for renewal.
In addition, OSG successfully refinanced
its term loan B in December 2018 further
reducing the counterparty risk. AMSC
continues to enjoy downside protection
with “come hell or high water” bareboat
contracts and OSG’s evergreen extension
options.

Financial risk and risk management
AMSC’s activities expose it to a variety of
financial risks: market risk, currency risk,
interest rate risk, counterparty risk, price
risk, credit risk, and liquidity risk. AMSC’s
overall risk management program focuses on the unpredictability of financial
markets and seeks to minimize potential
adverse effects on AMSC’s financial
performance. AMSC uses derivative
financial instruments to hedge certain
risk exposure.
AMSC operates in a business environment that is capital intensive. The Company is dependent upon having access
to long-term funding for the vessels and
other loan facilities to the extent its own
cash flow from operations is insufficient
to fund its operations. Following the suc-
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cessful bond refinancing in 2017, no debt
maturities are due before Q4 2020. The
majority of the bank debt matures in Q4
2020 with the remaining approximately
20% maturing in 2025. The bond matures
in February 2022.
Through the vessel financing, the Company is exposed to fluctuations in interest
rates on its long-term debt. The interest
rate risk related to the vessel financing is
partially mitigated by the use of interest
rate swap agreements to hedge the
interest rate risk. The Company entered
into interest rate swaps to convert its
floating rate debt to fixed rates for USD
300 million of its vessel debt (USD 258.3
million as of 31 December 2018).
AMSC is subject to financial covenants
under the secured bank loans relating
to minimum liquidity and collateral, and
leverage and debt service ratios. AMSC
is subject to financial covenants under
the bond related to minimum liquidity
and maximum leverage. AMSC was in
compliance with all of its debt covenants
as of 31 December 2018.
THE GOING CONCERN ASSUMPTION
In view of AMSC’s financial position,
the Board confirms the going concern
assumptions and that the 2018 annual
accounts have been prepared based on
the assumption of a going concern.
Parent company accounts and allocation
of income for the year
The profit and loss account of American
Shipping Company ASA (“AMSC ASA”)
shows a profit for the year 2018 of
USD 10.3 million, due to management
and guarantee fees to its subsidiaries
and interest income on intercompany
loans. AMSC ASA is the Norwegian

parent company owning 100% of the U.S.
subsidiaries and owning the 19.6% share
of Philly Tankers AS. Subsequent to yearend Philly Tankers AS was liquidated and
distributed USD 16.3 million to AMSC.
The Board of Directors proposes that the
profit for the year be allocated as shown
below:
Dividend payments
Transferred from
share premium
Transferred to
other equity
Total allocated

USD 19.4 million
(USD 19.4 million)
USD 10.3 million
USD 10.3 million

The Board of Directors was granted
authorization to pay dividends based on
the Company’s annual accounts for 2017
at the Annual General Meeting in 2018,
which is valid up to the Company’s Annual General Meeting in 2019 subject to the
Board evaluating the liquidity position of
the Company. Such authorization facilitates payment of dividend by the Board
of Directors on a quarterly basis.
Subsequent to year-end, the Board declared a dividend/return of capital of USD
0.08 per share (USD 4.8 million in aggregate) on 27 February 2019. The dividend
was paid on 15 March 2019.
Corporate governance and internal
control
American Shipping Company ASA’s
corporate governance policy exists to
ensure an appropriate division of roles
among the company’s owners, board of
directors, and executive management.
Such a separation of roles ensures that
goals and strategies are prepared, adopted corporate strategies are implemented,
and the results achieved are subject to

verification and follow-up. An appropriate
division of responsibilities and satisfactory internal controls will contribute to
the greatest possible value creation over
time, to the benefit of shareholders and
other stakeholders. AMSC’s corporate
governance guidelines are presented in
greater detail on page 73 of this annual
report and it is the Board’s opinion that
the Company’s corporate governance
policy is effectively applied. Based on
the relatively simple business model
and small size of the Company’s staff,
the Board believes that adequate steps
have been taken to mitigate the internal
control risk.
Good corporate governance, that is,
proper board conduct and company
management, are key to AMSC’s efforts
to build and maintain trust. AMSC is
committed to maintaining an appropriate
division of responsibilities between the
Company’s governing bodies, its Board of
Directors, and management. AMSC has
compared the Norwegian requirements
and recommendations on corporate
governance for listed companies with the
Company’s own corporate governance
procedures and practice. The findings
show that the Company is in compliance
with respect to the requirements and
substantially in conformance with those
recommendations.
The Company’s board chairman is elected
at the Company’s annual shareholders’
meeting and the shareholder-elected
directors are elected for two year terms.
The Board members of AMSC as of 31
December 2018 are as follows:
Chairman
Board Member
Board Member

Annette Malm Justad
Peter D. Knudsen
Kristian Røkke
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Further description of the Board Members is on page 12.
CORPORATE SOCIAL RESPONSIBILITY
In accordance with the Norwegian Accounting Act §3-3, section c, the Board
has assessed AMSC’s Corporate Social
Responsibility (CSR) in the following
areas: human rights, labor standards,
environment and corruption.
AMSC’s modern, double-hulled tanker
fleet meets the current requirements
of the U.S. Coast Guard. Under its lease
agreements, OSG is responsible for the
day to day operation of the vessels. In
addition, the ships’ crews are managed
by OSG. OSG is one of the largest ship
operators in the U.S. Jones Act and OSG
has a commitment to meeting and
exceeding environmental regulations and
social responsibility and safety standards.
Because AMSC has only three employees, the Company has a limited direct
environmental impact. Since all of
AMSC’s vessels are operated by OSG,
we do not have formal policies covering
safety of personnel, workers’ rights and
the environment. Nevertheless, our
policy is to meet our responsibilities by
choosing a reputable business partner to
operate our vessels and by following the
laws and regulations applicable to our
employees. We believe both AMSC and
OSG share a common commitment to
work safely and in a manner that protects
and promotes the health and well-being
of the employees and the environment.
OSG is obligated to notify AMSC if (i) any
of the vessels are involved in an accident
involving repairs, the cost of which is
likely to exceed $500,000, (ii) events have
occurred whereby any of the vessels are
likely to become a total loss, or (iii) any of

the vessels have been arrested or someone has exercised or purports to exercise
a lien on the vessel. If OSG makes a claim
under its hull policy in connection with an
accident involving damage to the vessel
in excess of $500,000, AMSC would be
notified by the hull underwriters. There
have been no such reported incidents
during 2018.
The Company has three full time employees who are senior executives who
work in offices in the United States and
Norway. AMSC has agreements with Aker
ASA and Aker U.S. Services, LLC which
primarily include office services and tax
services. The Company allows a flexible
working schedule and work location for
its employees.
American Shipping Company ASA seeks
to be an attractive employer, focused
on employee retention, and maintains a
working environment with competitive
compensation and benefits that is open
and fair. AMSC is committed to providing
equal opportunity regardless of race,
ethnic background, gender, religion, age
or any other legally protected status.
Because the Company has so few
employees, its human resource policies,
including those on discrimination, are
not formalized but follow the laws and
practices customary to the geographical
location of each of its offices.
At year-end 2018, one of AMSC’s
employees is a woman (Controller). In
addition, the chairman of the board of
directors is a woman.
The Company values open communication and the Board takes a hands on
approach to AMSC’s governance. With
the small size of AMSC’s staff and the

location and nature of its operations,
the Board sees the risk of corruption as
low although it has implemented formal
procedures to address risks related to
segregation of duties inherent in a company with so few employees. AMSC does
not have any other initiatives ongoing to
address corruption.
OUTLOOK
The U.S. Jones Act market, which has
been in existence since 1920, is expected
to remain regulated and thereby protect
and preserve the need for all commercial
vessels transporting cargoes between
points in the United States to be U.S.
built, owned, operated and manned by
U.S. citizens, and registered under
U.S. flag.
By the end of 2018, the entire Jones Act
tanker fleet was under time charters for
the first time for nearly three years. This
signals a strengthening market where
charterers look to employ vessels longer
term to cater for future cargo moves on
the crude as well as the clean products
side. As a result of the tightening market,
one year time charter contracts are
now concluded in the high 50ies and we
remain optimistic on future rate development.
Recent time charter fixtures have been
with refiners wishing to secure tankers
to transport crude oil from the U.S. Gulf
to the U.S. Northeast. Over the last
12-18 months this trade has developed
substantially, driven by the widening of
the price spread between U.S. crude oil
available for shipment in the U.S. Gulf
(WTI Houston) and its foreign equivalents,
most notably Bonny Light and Brent. The
discounted price of U.S. crude incentivizes
Northeast refiners to shift their crude oil
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purchasing patterns toward domestic
crude sourced in the U.S. Gulf as opposed
to foreign crudes. This trade lane is one
of the longest in the Jones Act tanker
market (~15 day round voyage) and has
increased from one tanker on occasion
during most of 2017 to 8 MR tankers
participating in the trade during the second half of 2018.
The volumes of clean cargoes, mainly
from the U.S. Gulf into Florida, remained
stable with the majority of the Jones Act
fleet being deployed on this trade.
As older tankers and ATBs have come off
long-term charters in 2018, their owners
have faced expensive drydock decisions,
and we have seen two tankers and five
ATBs leaving the market during 2018.
The expectation is that this trend will

continue as 12 units (4 tankers and
8 ATBs) are above 30 years of age. Nonetheless, some older tankers have gone
through special surveys signaling the
rising optimism in the market.
AMSC continues to enjoy downside
protection with “come hell or high water”
bareboat contracts, with five product
tankers secured until December 2022,
four product tankers secured until December 2020 and one shuttle tanker secured
until June 2025. If the market enters into a
period of extended strength, the Company
may benefit from a profit share arrangement with OSG, which provides upside
beyond fixed contracted rates.

has shifted its focus to further develop
growth opportunities going forward. As a
Jones Act tonnage provider, the Company
is in a unique position to capitalize on
select opportunities within the Jones Act
segment. Any expansion would aim to
diversify the fleet composition, market
exposure, and customer base as well as
provide accretion for shareholders.

Following extension of the Company’s
bareboat charter agreements and no
debt maturities due until Q4 2020, AMSC

Lysaker, 20 March 2019
The Board of Directors
American Shipping Company ASA
		
Annette Malm Justad
Peter D. Knudsen
Kristian Røkke
Chairman
Board Member
Board Member
		
Pål Magnussen
President/CEO
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BOARD
RESPONSIBILITY
STATEMENT
Today, the Board of Directors and the President/CEO
reviewed and approved the
Board of Directors’ Report and
the consolidated and parent
company annual financial
statements for American
Shipping Company ASA as
of and for the year ended
31 December 2018 (Annual
Report 2018).

American Shipping Company ASA’s consolidated financial statements have been
prepared in accordance with International
Financial Reporting Standards as adopted
by the EU and additional disclosure requirements in the Norwegian Accounting
Act. The separate financial statements
for American Shipping Company ASA
have been prepared in accordance with
the Norwegian Accounting Act and
Norwegian accounting standards as of 31
December 2018. The Board of Directors’
Report for the group and the parent
company is in accordance with the requirements in the Norwegian Accounting
Act and Norwegian Accounting Standard
no. 16 as of 31 December 2018.

The consolidated and parent annual
financial statements give a true and fair
view of the assets, liabilities, financial
position and profit as a whole as of and
for the year ended 31 December 2018 for
the group and the parent company.
The Board of Directors’ Report for the
group and the parent company includes a
true and fair review of:
t he development and performance of
the business and the position of the
group and the parent company
t he principal risks and uncertainties
the group and the parent company
face

To the best of our knowledge:
The consolidated and parent annual
financial statements for 2018 have been
prepared in accordance with the applicable accounting standards.

Lysaker, 20 March 2019
The Board of Directors
American Shipping Company ASA
		
Annette Malm Justad
Peter D. Knudsen
Kristian Røkke
Chairman
Board Member
Board Member
		
Pål Magnussen
President/CEO
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AMERICAN SHIPPING COMPANY
GROUP

CONSOLIDATED STATEMENT
OF FINANCIAL POSITION
			
		
Amounts in USD thousands
Note

31. Dec.
2018

31. Dec.
2017

ASSETS				
Property, plant and equipment

6

711 780

745 636

Interest-bearing long-term receivables

7

26 736

28 681

Derivative financial assets

9

2 395

1 647

Equity accounted investees

12

16 405

16 686

757 316

792 650

Total non-current assets		

				
8

221

210

Cash held for specified uses		

Other receivables

2 766

2 321

Cash and cash equivalents		

51 034

51 948

Total current assets		

54 020

54 479

				
Total assets		

811 336

847 129

EQUITY AND LIABILITIES				
Share capital and share premium

11

225 025

244 422

(48 958)

(57 550)

Total equity attributable to equity holders of the parent

176 066

186 872

Total equity		

176 066

186 872

Accumulated deficit		

				
Interest-bearing loans

13

572 269

600 067

Deferred tax liabilities

5

13 022

11 613

Total non-current liabilities		

585 291

611 680

				
Interest-bearing loans

13

29 667

28 333

Deferred revenues and other payables

15

20 139

18 814

Tax payable

5

174

1 430

Total current liabilities		

49 979

48 577

Total liabilities		

635 270

660 257

				
Total equity and liabilities		

Lysaker, 20 March 2019
The Board of Directors
American Shipping Company ASA

Annette Malm Justad
Chairman

Peter D. Knudsen
Board Member

811 336

Kristian Røkke
Board Member

847 129

Pål Magnussen
President/CEO
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CONSOLIDATED INCOME
STATEMENT
			
			
Amounts in USD thousands
Note
2018
2017
Operating revenues		

87 801

87 801

Wages and other personnel expenses

2

(1 847)

(1 140)

Other operating expenses

3

(1 734)

(1 828)

84 221

84 833

Operating profit before depreciation		

				
Depreciation

6

Operating profit		

(33 856)

(33 854)

50 365

50 979

				
Net income from equity accounted investees

4

-

Financial income

4

3 113

3 823

Financial expenses

4

(43 567)

(47 973)

9 911

11 010

Income before income tax 		

4 180

				
Income tax (expense) / benefit

5

Net income for the year *)		

(1 320)

2 299

8 591

13 308

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
			
			
Amounts in USD thousands (except per share)
Note
2018
2017
Net income for the year		

8 591

13 308

Other comprehensive income for the period, net of tax		

-

-

Total comprehensive income for the year *)		

8 591

13 308

				
Basic and diluted earnings per share

10

0.14

0.22

*) Applicable to common shareholders of the parent company.
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CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
			
		
Amounts in USD thousands
Note

Share
Capital

Share
Premium

Accum.
deficit

Total
equity

Balance at 31 December 2016		

96 366

170 119

(70 843)

195 642

						
Total comprehensive income for the year		

-

-

13 308

13 308

Repurchase of treasury shares		

-

-

(82)

(82)

Proceeds from sale of treasury shares		

-

-

67

67

Dividends paid / return of capital

-

(22 063)

-

(22 063)

11

						
Balance at 31 December 2017		

96 366

148 056

(57 550)

186 872

						
Total comprehensive income for the year		

-

-

8 591

8 591

Dividends paid / return of capital

-

(19 397)

-

(19 397)

11

						
Balance at 31 December 2018		

96 366

128 659

(48 959)

176 066

ANNUAL REPORT 2018 - 24

AMERICAN SHIPPING COMPANY
GROUP

CONSOLIDATED CASH FLOW
STATEMENT
			
			
Amounts in USD thousands
Note
2018
2017
Net income before taxes		

9 911

11 010 .

Non-cash profit according to equity method and
other non-cash items		

2 927

1 426

Unrealized (gain) interest swaps

9

(747)

(1 704)

Net interest expense

4

38 729

42 827

Depreciation

6

33 856

33 854

(Increase)/decrease in:				
Other current assets

8

(289)

(379)

Other long-term operating assets

7

1 944

1 944

Increase/(decrease) in:				
Accrued liabilities and other payables

15

(662)

(6 459)

Interest paid

4

(40 275)

(33 640)

Interest received

4

2 366

2 120

Net cash flow from operating activities		

47 760

50 999

				
Distributions received from equity accounted investee

12

Net cash flow used in investing activities		

281

15 056

281

15 056

				
Repayment of interest bearing loans

13

(28 388)

Loan fees paid

13

(725)

(3 685)

Proceeds from interest bearing debt

13

-

220 000

Repurchase of treasury shares		

-

(82)

Proceeds from sale of treasury shares		

-

67

Dividends paid / return of capital

(257 416)

11

(19 397)

(22 063)

Net cash flow from financing activities		

(48 510)

(63 179)

				
Net change in cash and cash equivalents		

(470)

2 876

				
Cash and cash equivalents, including cash for
specified uses as of 1 January		

54 269

51 393

Cash and cash equivalents, including cash for
specified uses as of 31 December		

53 800

54 269

ANNUAL REPORT 2018 - 25

AMERICAN SHIPPING COMPANY
GROUP

NOTES TO THE CONSOLIDATED
ACCOUNTS
NOTE 1:

ACCOUNTING PRINCIPLES
CORPORATE INFORMATION
American Shipping Company ASA (the Company, the Group or AMSC) is incorporated and domiciled in Norway. The address
of the main office is Oksenøyveien 10, P.O. Box 230, NO-1366 Lysaker, Norway. American Shipping Company ASA is listed
on the Oslo Stock Exchange.
The principle activity of the business is to purchase and bareboat charter out product tankers, shuttle tankers and
other vessels to operators and end users in the U.S. Jones Act market.
STATEMENT OF COMPLIANCE
The consolidated financial statements of American Shipping Company ASA and all its subsidiaries (AMSC) have been
prepared in accordance with International Financial Reporting Standards as adopted by the European Union (IFRS).
These accounts have been approved for issue from the Board of Directors on 20 March 2019 for adoption by the
General Meeting on 25 April 2019.
BASIS FOR PREPARATION
These consolidated financial statements have been prepared on a historical cost basis, except for derivative financial
instruments that have been measured at fair value. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
The consolidated financial statements are presented in USD (thousands), except when indicated otherwise.
USE OF ESTIMATES
The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions that affect
the reported amounts in the financial statements. Although these estimates are based on management’s best knowledge
of current events and actions, actual results may ultimately differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimates are revised if the revision affects that period or in the period of revision and
future periods if the revision affects both current and future periods.
Critical accounting estimates and assumptions include revenue recognition, accounting for property, plant and
equipment, and impairment. The significant factors that affect these estimates and assumptions are detailed in the
accompanying financial statements and footnotes.
GROUP ACCOUNTING, CONSOLIDATION PRINCIPLES AND EQUITY INVESTEES
The consolidated financial statements of AMSC Group include the financial statements of the parent company American
Shipping Company ASA and its subsidiaries. Subsidiaries are those entities over which American Shipping Company has
control. The group controls an entity when it is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability affect those returns through its power over the entity. Intra-group balances and transactions, and
any unrealized income and expenses arising from intra-group transactions, are eliminated.
Associates are entities in which AMSC has significant influence but not control or joint control. Interests in
associates are accounted for using the equity method. Investments in associates are initially recognized at cost, which
includes transaction costs. Subsequently the consolidated financial statements include AMSC’s share of the profit or loss
and other comprehensive income of equity accounted investees.
FOREIGN CURRENCY TRANSLATION AND TRANSACTIONS
Functional currency
Items included in the financial statements of each subsidiary in the Group are initially recorded in the functional currency, i.e.
the currency that best reflects the economic substance of the underlying events and circumstances relevant to that subsidiary.
The consolidated financial statements are presented in United States dollars (USD), which is the functional and
reporting currency of the parent company and subsidiaries.
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Transactions and balances
Foreign currency transactions are translated into USD using the exchange rates prevailing at the dates of the transactions.
Receivables and liabilities in foreign currencies are translated into USD at the exchange rates ruling on the balance sheet
date. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation
of monetary assets and liabilities denominated in foreign currencies are recognized in the income statement. Foreign
exchange differences arising in respect of operating business items are included in operating profit in the appropriate
income statement account, and those arising in respect of financial assets and liabilities are recorded as a net financial item.
PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment acquired by Group companies are stated at historical cost. Vessels are depreciated to their
salvage value on a straight-line basis and adjusted for impairment charges, if any. Each vessel’s salvage value is equal to the
product of its lightweight tonnage and an estimated scrap rate less estimated costs of disposal. The carrying value of the
property, plant and equipment in the statement of financial position represents the cost less accumulated depreciation and
any impairment charges. Cost includes expenditures that are directly attributable to the acquisition of the asset. Interest
costs on borrowings to finance the construction of property, plant and equipment are capitalized during the period of time
that is required to complete and prepare the asset for its intended use. Other borrowing costs are expensed.
Expected useful lives and salvage value estimates of long-lived assets are reviewed annually and, where they
differ significantly from previous estimates, depreciation is changed prospectively.
Ordinary repairs and maintenance costs, to the extent they are AMSC’s responsibility, are charged to the income
statement during the financial period in which they are incurred. The cost of improvements is included in the asset’s
carrying amount when it is probable that the Group will derive future economic benefits in excess of the originally assessed
standard of performance of the existing asset. Improvements are depreciated over the useful lives of the related assets.
IMPAIRMENT OF LONG-LIVED ASSETS
Property, plant and equipment and other non-current assets are reviewed for potential impairment whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable, mainly independent, cash flows. The Company considers the vessels’ cash generating unit (“CGU”) as the group
of ten product tankers. Although each of the tankers produces its own cash inflows through the bareboat charter contracts,
the profit sharing agreement with Overseas Shipholding Group (“OSG”) is based on the aggregate results of the group
of ten vessels. In addition, management makes decisions regarding the operations and financing of the vessels in the
aggregate. An impairment loss is the amount by which the carrying amount of the assets exceeds the recoverable amount.
The recoverable amount is the higher of the asset’s net selling price and its value in use. The value in use is determined by
reference to discounted cash flows. Most critical in determining the value in use of vessels is determining the estimated
profit share on existing contracts and estimating future revenues from leases. These estimates are primarily influenced by
expectations of future demand in the Jones Act market.
A previously recognized impairment loss is reversed only if there has been a change in the estimates used to
determine the recoverable amount, however not to an extent higher than the carrying amount that would have been
determined had no impairment loss been recognized in prior years.
LEASES
Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance
with IAS 17, and classified as Operating Revenues in the Income Statement.
OTHER NON-CURRENT ASSETS
Other non-current assets represent a long-term receivable balance due from a customer which is accounted for using the
amortized cost method.
TRADE RECEIVABLES
Trade receivables are carried at their anticipated realizable value, which is the original invoice amount less an estimated
valuation allowance for impairment of these receivables. A valuation allowance for impairment of trade receivables is made
when there is objective evidence that the Group will not be able to collect all amounts due according to the original terms
of the receivables.
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CASH AND CASH EQUIVALENTS
Cash and cash equivalents comprise cash on hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less.
Cash held for specified uses is restricted to debt service payments.
SHARE CAPITAL
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares options are
shown in equity as a deduction, net of tax, from the proceeds. Where any Group company purchases the Company’s equity
share capital (treasury shares), the consideration paid, including any directly attributable incremental costs, is deducted
from equity.
INTEREST-BEARING LIABILITIES
All loans and borrowings are initially recognized at cost, being the fair value of the consideration received net of issue costs
associated with the borrowing.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost
using the effective interest method; any difference between proceeds (net of transaction costs) and the redemption value
is recognized in the income statement over the period of the interest-bearing liabilities. Amortized cost is calculated by
taking into account any issue costs, and any discount or premium.
Gains and losses are recognized in net profit or loss when the liabilities are derecognized, for instance due to
significant modifications to or settlements of existing financing agreements.
INCOME TAXES
Current income taxes
Income tax receivable and payable for the current period are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax law as used to compute the amount are those that are enacted or
substantively enacted at the end of the reporting period.
Deferred income taxes
Deferred income tax is provided, using the liability method, on all temporary differences at the balance sheet date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax assets are recognized for all deductible temporary differences, carry-forward of unused
tax assets and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry-forward of unused tax assets and unused tax losses can be utilized. The
carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be
utilized. Expected utilization of tax losses are not discounted when calculating the deferred tax asset.
Deferred income tax assets are recognized when it is probable that they will be realized. Determining probability
requires the Group to estimate the sources of future taxable income from operations and reversing taxable temporary
differences. Determining these amounts is subject to uncertainty and is based primarily on expected earnings from existing
contracts and expected profit sharing participation.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted at the end of the reporting period.
PROVISIONS
A provision is recognized when the Group has a present obligation (legal or constructive) as a result of a past event and it
is probable (i.e. more likely than not) that an outflow of resources embodying economic benefits will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at the end of
reporting period and adjusted to reflect the current best estimate.
The amount of the provision is the present value of the risk adjusted expenditures expected to be required to
settle the obligation, determined using the estimated risk free interest rate as the discount rate. Where discounting is used,
the carrying amount of provision increases in each period to reflect the unwinding of the discount by the passage of time.
This increase is recognized as interest expense.
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ACCOUNTING PRINCIPLES (CONTINUED)
PENSIONS
The Group has defined contribution pension plans that cover its employees whereby contributions are paid to qualifying
pension plans. Once the contributions have been paid, there are no further payment obligations. Plan contributions are
charged to the income statement in the period to which the contributions relate.
ACCOUNTING FOR DERIVATIVE FINANCING INSTRUMENTS AND HEDGING ACTIVITIES
Derivative financial instruments are recognized initially and on a recurring basis at fair value. AMSC does not apply hedge
accounting to derivative contracts held.
Changes in the fair value of any derivative instruments are recognized immediately in the income statement.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for
trading purposes. Estimates of the fair value of interest rate swaps are based on broker quotes, with an adjustment for
the Company’s credit risk as described in note 9. The fair value of derivative short-term and long-term financial liabilities is
disclosed in note 16 regarding financial instruments.
RELATED PARTY TRANSACTIONS
All transactions, agreements and business activities with related parties are, in the Group’s opinion, conducted on an arm’s
length basis according to ordinary business terms and conditions.
REVENUE RECOGNITION
Revenue is recognized only if it is probable that future economic benefits will flow to American Shipping Company, and
these benefits can be measured reliably. Lease revenues related to fixed term vessel bareboat charter agreements are
recognized straight line over the charter period. Revenue related to profit sharing agreements (see note 19) is recognized
when the amount becomes fixed and determinable.
SEGMENT INFORMATION
AMSC has only one operating segment. All operations and bareboat charter revenues are in the U.S.
BASIC AND DILUTED EARNINGS PER SHARE
The calculation of basic earnings per share is based on the profit attributable to ordinary shareholders adjusted for
preferred share dividends using the weighted average number of shares outstanding during the year after deduction of the
average number of treasury shares held over the period. The calculation of diluted earnings per share is consistent with
the calculation of basic earnings per share while giving effect to all dilutive potential ordinary shares that were outstanding
during the period. The Group currently has no potentially dilutive shares outstanding.
EVENTS AFTER THE BALANCE SHEET DATE
A distinction is made between events both favorable and unfavorable that provide evidence of conditions that existed at
the balance sheet date (adjusting events) and those that are indicative of conditions that arose after the balance sheet date
(non-adjusting events). Financial statements will only be adjusted to reflect adjusting events (although there are disclosure
requirements for non-adjusting events).
NEW STANDARDS AND INTERPRETATIONS ADOPTED
IFRS 15 Revenue from contracts with Customers (effective from 1 January 2018)
Income from lease contracts where American Shipping Company is a lessor is accounted for in accordance with IAS 17, and
classified as Operating Revenues in the Income Statement. As a result, the introduction of IFRS 15 Revenue from contracts
with customers from 1 January 2018 did not have a material impact to the group.
IFRS 9 Financial Instruments (effective from 1 January 2018)
The standard replaced IAS 39 Financial Instruments Recognition and Measurement. The standard includes revised guidance
on classification and measurement of financial instruments, including a new expected credit loss model for calculating
impairment on financial assets. The standard also introduces new general hedge accounting requirements, however
American Shipping Company does not apply hedge accounting to derivatives held.
Classification – Financial assets
IFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model
in which assets are managed and their cash flow characteristics. The standard contains three principal classification

ANNUAL REPORT 2018 - 29

AMERICAN SHIPPING COMPANY

NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
categories: measured at amortized costs, Fair Value to Other Comprehensive Income (FVOCI) and Fair Value to Profit and
Loss (FVTPL).
Based on its assessment and the nature of financial assets held by American Shipping Company, the current
classifications of the financial instruments held as at 31 December 2018 were not materially impacted.
Impairment – Financial assets and contract assets
IFRS 9 replaces the “incurred loss” model in IAS 39 with a forward-looking “expected credit loss” (ECL) model. The new
impairment model applies to financial assets measured at amortized cost or FVOCI and contract assets, except for equity
instruments. Under IFRS 9, loss allowance is measured based on either “12-month ECLs” or “lifetime ECLs”. The Company
applied the simplified approach using “lifetime ECLs” for all trade receivables and contract assets.
Based on the Company’s assessment, no significant changes in loss allowance were deemed necessary in order
to satisfy the impairment requirement under IFRS 9.The transition to IFRS 9 was applied retrospectively and there was
no impact the opening balance of equity as of 1 January 2018. Further, the Company adopted the exemption allowing it
not to restate comparative information for prior years with respect to classification and measurement changes, including
impairment measurement.
STANDARDS ISSUED BUT NOT YET ADOPTED
Standards and interpretations that are issued up to the date of issuance of the consolidated financial statements, but not yet
effective, are disclosed below. The Group’s intention is to adopt the relevant new and amended standards and interpretations
when they become effective, subject to EU approval before the consolidated financial statements are issued.
IFRS 16:
IFRS 16 Leases is effective for annual periods beginning on or after 1 January 2019, with early adoption permitted. IFRS 16
replaces the existing guidance in IAS 17 Leases. IFRS 16 eliminates the current dual accounting model for lessees and will
establish a single on-balance sheet-accounting model that is similar to the current finance lease accounting under IAS 17.
Due to the fact that American Shipping Company is primarily a lessor and lessor accounting under IFRS 16 to a
large extent remains similar to current practice, the adoption of the new standard does not have a significant impact on the
financial statements of American Shipping Company.

NOTE 2:

WAGES AND OTHER PERSONNEL EXPENSES
Wages and other personnel expenses consist of:

			

Amounts in USD thousands

2018

2017

Wages and bonuses

1 648

976

144

119

24

19

Social security contributions
Pension costs
Other expenses

31

26

1 847

1 140

Average number of employees

3

3

Number of employees at year-end

3

3

Total expense

The Group has a defined contribution plan for its employees which provides for a contribution based upon a fixed matching
amount plus discretionary percentage of salaries. This expense is included in pension costs above. 		
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OTHER OPERATING EXPENSES
Other operating expenses consist of:
Amounts in USD thousands
Rent and leasing expenses

			
2018

2017

63

72

Other operating expenses

1 671

1 756

Total other operating expenses

1 734

1 828

Other operating expenses primarily relate to selling, general and administrative expenses including legal and outside
consulting costs and fees to auditors for the American Shipping Company ASA Group. Audit expenses for 2018 and 2017
included only ordinary audit fees, other assurance services and tax services and were as follows (excluding VAT):
Ordinary audit fee
Other assurance services
Tax services
Total

NOTE 4:

104

100

-

9

23

47

127

156

FINANCIAL ITEMS

			
Amounts in USD thousands
Net income from equity accounted investee

2018

2017

-

4 180

Financial income			
Interest income
Change in mark to market value of interest rate swaps
Financial income

2 366

2 120

747

1 703

3 113

3 823

Financial expenses			
Interest expense
Net foreign exchange gain/(loss)
Other financial expenses
Financial expenses

(41 095)

(44 947)

(49)

58

(2 423)

(3 084)

(43 567)

(47 973)

			
NET FINANCIAL ITEMS

(40 454)

(39 970)

Interest income in 2018 includes interest received from Overseas Shipholding Group (“OSG”) of USD 1.7 million on the DPO
receivable (see note 7) and interest earned on bank deposits of USD 0.7 million. Interest income in 2017 includes interest
received from OSG of USD 1.8 million on the DPO receivable (see note 7) and interest earned on bank deposits of USD 0.3
million.
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NOTE 4:

FINANCIAL ITEMS (CONTINUED)
The Company has interest rate swaps, related to a portion of its vessel debt financing, with BNP Paribas (“BNP”), Credit
Agricole Corporate & Investment Bank (“CACIB”) and Skandinaviska Enskilda Banken AB (“SEB”). Estimates of the fair
value of the interest rate swaps are obtained from a third party, with an adjustment for the Company’s credit risk as
described in note 9.
The Company has interest rate swaps, related to a portion of its vessel debt financing, with BNP Paribas (“BNP”), Credit
Agricole Corporate & Investment Bank (“CACIB”) and Skandinaviska Enskilda Banken AB (“SEB”). Estimates of the fair value
of the interest rate swaps are obtained from a third party, with an adjustment for the Company’s credit risk as described
in note 9.
Net income from equity accounted investees in 2017 reflects the Company’s 19.6% share of net income of Philly Tankers AS
(“PTAS”) under the equity method totaling USD 7.1 million (related to the sale of the final three vessel contracts and related
assets by PTAS to Kinder Morgan). In addition, AMSC recognized a USD 2.9 million write-down in 2017 as a result of the
difference between the initial equity investment booked at cost and subsequent capital distributions from PTAS (refer to
note 12 for further information).
Interest expense in 2018 includes interest paid of USD 41.1 million. Interest expense in 2017 includes interest paid of USD
31.4 million, a USD 2.2 million premium paid on the prepayment of the previous bond in February 2017 and USD 2.6 million
non-cash write-off of the unamortized bond discount.
Net foreign exchange gain/(loss) in 2018 and 2017 relates to the translation of cash held in NOK into USD.

NOTE 5:

TAX
INCOME TAX EXPENSE
Recognized in the income statement:
Amounts in USD thousands

			
2018

2017

Current tax expense/(benefit):			
Current year

(89)

3 528

Total current tax expense/(benefit)

(89)

3 528

Deferred tax expense/(benefit):			
Origination and reversal of temporary differences

1 409

(5 827)

Total deferred tax expense/(benefit)

1 409

(5 827)

Total income tax expense/(benefit) in income statement

1 320

(2 299)
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NOTE 5:

TAX (CONTINUED)
Reconciliation of effective tax rate:

			

Amounts in USD thousands

2018

2017

Profit/(loss) before tax

9 911

11 010

23.0%

24.0%

Expected tax expense/(benefit) using nominal Norwegian tax rate

2 280

2 642

			
Effect of differences between nominal Norwegian tax rate and
U.S. federal and state tax rate
Franchise taxes

0

955

(89)

867

Foreign exchange

2 696

17 094

Tax losses for which no deferred income tax asset was recognised,
net of benefit recognized

2 007

103

Utilization of Norwegian tax losses for which no deferred tax asset
was previously booked

(4 935)

(14 858)

-

(8 204)

U.S. federal and state tax benefit of change in effective rates
Other differences
Total income tax expense/(benefit) in income statement

(638)

(898)

1 320

(2 299)

The foreign exchange difference arises as the Company’s functional currency is USD, whilst the tax calculation in Norway is
performed based on the accounts in NOK. As such, the tax calculation for the Company is in NOK, but presented in USD. In
addition, there is a foreign exchange component of the Norwegian operating losses carried forward.			
In December 2017, the U.S. passed federal tax reform legislation effective from 2018 which is expected to impact AMSC in
several ways. The federal tax rate was reduced from 35% to 21%. The Company is required to revalue its net deferred tax liability
based on the new lower tax rate, and it recognized a one-time non-cash tax benefit of USD 5.8 million in 2017 related to the
revaluation. The legislation also includes limitations on the use of net operating losses in carryforward. Losses generated in
2018 and after can offset only 80% of taxable income. AMSC’s NOLs generated prior to 2018 would not be subject to such
limitations. Beginning in 2018 through 2021, the deduction for interest expense will be limited to 30% of EBITDA. Starting
in 2022, interest deductions may not exceed 30% of EBIT. Disallowed interest deductions can generally be carried forward
indefinitely. This limitation could restrict the amount of AMSC’s interest costs to reduce taxable income in certain years.
During 2017, the Company evaluated its state tax position based on the operation of the vessels. In the past, the Company
filed state taxes only in Pennsylvania, based on the commercial domicile of the U.S. subsidiaries. The Company concluded
that, based on the evolution of state tax laws, it has had nexus in states where the vessels have operated. The effect of this
change in nexus is an overall reduction in the state effective tax rate. AMSC has booked the appropriate tax expenses, as well
as deferred tax assets and liabilities, in those states where the Company has nexus. 				
INCOME TAX EXPENSE
During 2018, AMSC recognized an income tax benefit of USD 89 thousand in state franchise taxes partially due to reversal
of prior year expenses for which the Company has negotiated with certain states to avoid state tax penalties. During 2017,
AMSC recognized income tax expense of USD 2.7 million relating to its share of the income from its investment in PTAS and
income tax expense of USD 0.9 million in state franchise taxes.
DEFERRED TAX ASSETS AND LIABILITIES
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes relate to the same fiscal authority, which through 31
December 2018 for the Group was primarily Norway, the U.S., and other local states in the U.S. where the vessels operate.
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NOTE 5:

TAX (CONTINUED)
Deferred tax assets and (liabilities) were as follows at 31 December:

			

United States
Amounts in USD thousands
Net operating losses
Financial derivatives

2018

2017

128 689

129 696

(561)

(386)

(152 073)

(147 023)

Unused interest deductions

8 901

4 020

Other

1 824

2 080

(13 220)

(11 613)

-

-

(13 220)

(11 613)

Vessels

Net deferred tax assets/(liabilities)
Net deferred tax assets not recorded
Net deferred tax assets/(liabilities)

The Group has federal tax losses carryforward as of 31 December 2018 of USD 563.4 million in the U.S., the last of which
expires in 2037.
On 3 January 2014, American Tanker Holding Company, Inc. (ATHC) and subsidiaries experienced a change of ownership
in the U.S. as defined by Internal Revenue Code Section 382 due to a greater than 50% shift in owners of AMSC stock. The
utilization of the tax losses in carryforward as of that date are subject to annual limitations. The NOLs subject to limitations
totaled USD 381.3 million.
Based on the IRC 382 limits, AMSC expects to be able to utilize USD 12.6 million per year from 2019-2033 of its U.S. tax
losses to reduce U.S. taxable income. Any net tax losses recovered but not used in a year will carry over to the following
year. Therefore, USD 188 million of the total IRC 382 losses of USD 381.3 million NOLs have not been used through 31
December 2018 and are carried forward.
The Group’s U.S. Federal tax losses in carryforward are comprised of the remaining IRC 382 limited NOLs of USD 189.6
million and the losses through 31 December 2018 of USD 373.8 million. There are no restrictions on the use of the USD
373.8 million net operating loss, the last of which expires in 2037.
In 2018, the Company recognized a deferred tax benefit of USD 0.1 million (USD 4.1 million in 2017) related to U.S. Federal income
taxes. Of the 2017 amount, a one-time benefit of USD 5.8 million was a result of the lower U.S. federal tax rate from 35% to 21%.
In 2018, the Company recognized a deferred tax expense of USD 1.5 million (USD 1.7 million benefit in 2017) related to
income taxes in the states where the vessels have operated. The tax benefit in 2017 is mainly due to the reduction in the
state effective tax rate due to the apportionment of income and losses to multiple states.

			
Norway
Amounts in USD thousands

2018

2017

Operating losses

21 638

26 521

Net deferred tax assets/(liabilities)

21 638

26 521

Net deferred tax assets not recorded

(21 638)

(26 521)

-

-

Net deferred tax assets/(liabilities)

The Group has net operating losses in carryforward as of 31 December 2018 of USD 94.1 million in Norway, with no expiration
date. Deferred tax assets in excess of deferred tax liabilities have not been recognized in respect of these items because it is not
probable that future taxable profit in the short term will be available against which the Group can utilize the benefits therefrom.
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NOTE 6:

PROPERTY, PLANT AND EQUIPMENT
Movements in property, plant and equipment for 2018 are shown below:
Amounts in USD thousands

			
Ships

Cost balance at 1 January 2018

1 076 563

Cost balance at 31 December 2018

1 076 563

		
Depreciation at 1 January 2018
Depreciation charge for the year
Depreciation at 31 December 2018

330 927
33 856
364 783

		
Book value at 31 December 2018
Movements in property, plant and equipment for 2017 are shown below:
Amounts in USD thousands

711 780
			
Ships

Cost balance at 1 January 2017

1 076 563

Cost balance at 31 December 2017

1 076 563

		
Depreciation at 1 January 2017

297 073

Depreciation charge for the year

33 854

Depreciation at 31 December 2017

330 927

		
Book value at 31 December 2017

745 636

		
Depreciation period
Depreciation method

30 years
straight-line

Each vessel’s salvage value is equal to the product of its lightweight tonnage and an estimated scrap rate of USD 400 per
ton less estimated costs of disposal. 		
SECURED PROPERTY, PLANT AND EQUIPMENT
At 31 December 2018 vessels with a carrying amount of USD 711.8 million are subject to a registered debenture to secure
bank loans (see note 13).
The BNP and CIT credit facilities are secured by, among other things, a first preferred mortgage on eight of the ten product
tankers in the case of the BNP facility, and two of the ten product tankers in the case of the CIT facility. In addition, the credit
facilities are secured by collateral assignments of the insurances, earnings and bareboat charters for those vessels (and
certain related guarantees of those bareboat charters and related supplemental indemnifications by OSG).		
		
DETERMINATION OF RECOVERABLE AMOUNTS/FAIR VALUE		
The Company evaluated any potential impairment of its vessels. Based on its analysis, which included third party appraisals and
a discounted cash flows (“DCF”) approach, the Company concluded that no impairment of vessels occurred in 2018 or 2017.
Elements of the DCF, which is used to determine the recoverable amount, include assumptions for bareboat charter hire,
profit sharing, asset lives, salvage value and the Company’s weighted average cost of capital (“WACC”). The DCF assumes
that OSG renews the lease terms under their extension options for the remaining useful lives of the vessels under similar
conditions as the fixed lease term. In 2018, OSG exercised its option to extend all nine vessels up for renewal.
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NOTE 7:

INTEREST-BEARING LONG-TERM RECEIVABLES
Financial interest-bearing long-term receivables consist of the following items:

			
Amounts in USD thousands
Balance at beginning of period

2018

2017

28 681

30 625

			
DPO revenue
Repayments of principal
Interest accreted

-

-

(1 945)

(1 944)

-

-

			
Balance at end of period

26 736

28 681

Other interest-bearing long-term receivables relate to a deferred principal obligation (DPO). Pursuant to the current charter
and financing agreements, OSG had the right to defer payment of a portion of the bareboat charter hire for the first five
vessels during the initial seven year fixed bareboat charter periods. OSG paid a reduced bareboat charter rate and assumed
the DPO. The DPO accrued on a daily basis to a maximum liability of USD 7.0 million per vessel. The DPO during the initial
seven year period was discounted using the estimated market discount rate at lease inception. After the initial seven years,
the DPO is repaid over 18 years including interest at 6.04% unless the bareboat charter is terminated earlier at which time
the DPO becomes due immediately. During 2018 and 2017, OSG made repayments on the five vessels delivered under the
arrangement, and those vessels’ cash bareboat charter hire resumed to its full contractual amount. 		

NOTE 8:

OTHER RECEIVABLES
Trade and other receivables consist of the following items:

Amounts in USD thousands

			
2018

2017

56

-

Prepaid fees / withheld taxes

165

210

Total

221

210

Trade receivables
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NOTE 9:

DERIVATIVE FINANCIAL ASSETS AND LIABILITIES
Derivative financial assets and liabilities comprise the following items:

			

Amounts in USD thousands

2018

2017

Fair value of interest rate swaps

2 395

1 647

			
Derivative financial assets

2 395

1 647

Under the BNP loan facility, the Company entered into interest rate swaps for USD 300 million of the principal amount of
the loan. As of 31 December 2018 and 2017 the market value of derivative financial instruments was positive USD 2.4
million and positive USD 1.6 million, respectively. The fair value of the interest swaps is based on broker quotes. Similar
contracts are traded in an active market and the quotes reflect the actual transactions in similar instruments. In accordance
with IFRS 9, the Company considered the impact its own credit risk would have on the valuation in the market. It therefore
adjusted the risk-free discount rate to include a credit spread of 200 basis points. The result of the credit spread differential
had a negative impact of USD 39 thousand and USD 27 thousand on the fair value of interest rate swaps at 31 December
2018 and 2017, respectively.		
Refer to note 16 for additional information regarding financial instruments.		

NOTE 10: EARNINGS PER SHARE
Basic and diluted earnings/(loss) per share are calculated by dividing the profit/(loss) attributable to equity holders of the
Company by the weighted average number of ordinary shares.		

			
Amounts in USD thousands (except share data)

2018

2017

Profit/(loss) attributable to equity holders of the Company for the
period for determination of earnings per share

8 591

13 308

			
Weighted average number of ordinary shares in issue

60 616 505

60 616 505

			
Basic and diluted earnings per share

0.14

0.22
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NOTE 11: PAID IN CAPITAL
The issued share capital of AMSC as of 31 December 2018 is 60,616,505 ordinary shares, each with a par value of NOK 10,
fully paid. No common shares were issued in 2018. The Annual General Meeting (AGM) in 2018 granted an authorization
to the Board to purchase treasury shares in connection with the Company’s incentive scheme for employees. The Board
was also granted an authorization to increase the share capital in connection with strengthening of the Company’s equity
capital or to raise equity capital for future investments within the Company’s scope of operations. These authorizations are
valid up to the AGM in 2019.			
The changes in equity are:

			
Common shares of equity
holders of the parent		

Amounts in USD thousands

Share
Capital

Share
premium

Total paid
in equity

31 December 2016

96 366

170 119

266 485

				
Dividends paid / return of capital

-

(22 063)

(22 063)

				
31 December 2017

96 366

148 056

244 422

				
Dividends paid / return of capital

-

(19 397)

(19 397)

				
31 December 2018

96 366

128 659

225 025

NOTE 12: SUBSIDIARIES AND ASSOCIATES

The subsidiaries included in the American Shipping Company ASA’s Group account were as follows. Companies owned
directly by American Shipping Company ASA are highlighted.
		
			

2018
American Tanker Holding Company, Inc. (ATHC)

AMSC’s
common
holding %
100%

AMSC’s			
voting
Principal		
share %
place of business
Country
100%

Kennett Square, PA

USA

American Tanker, Inc. (ATI)

100%

100%

Kennett Square, PA

USA

American Shipping Corporation (ASC)

100%

100%

Kennett Square, PA

USA

ASC Leasing I - X, Inc. (10 legal entities)

100%

100%

Kennett Square, PA

USA

American Shipping Company ASA (“AMSC ASA”) is the Norwegian parent company and is listed on Oslo Børs. AMSC ASA
owns ATHC 100%. The unsecured bond is issued by ATI. ATHC, ATI and ASC are intermediary holding companies. Each of
the Company’s ten vessels are owned by an individual leasing company, ASC Leasing I - X, Inc. Each of the individual leasing
companies have contracts directly with OSG and vessel debt directly with BNP Paribas or CIT Bank which are covered by
overall agreements that tie the arrangements together through either a framework agreement and/or guarantees.
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NOTE 12: SUBSIDIARIES AND ASSOCIATES (CONTINUED)
ASSOCIATES
Philly Tankers AS
In 2014, AMSC made an equity investment of USD 25 million in Philly Tankers AS (”PTAS”) and owns 19.6% of the Oslo,
Norway based company. Philly Tankers was formed in Q3 2014 and is registered on the Norwegian OTC market. Philly
Tankers ordered four 50,000 dwt product tankers from Philly Shipyard (“PHLY”) which were delivered and sold between
Q4 2016 and Q4 2017. AMSC also holds a seat on the Board of Directors of Philly Tankers. In 3Q 2015, Philly Tankers AS
agreed to sell its four product tanker contracts to a subsidiary of Kinder Morgan, Inc. with the assignment to take place
immediately before delivery of each ship.
The investment in Philly Tankers is recorded using the equity method.
As a result of the sale to Kinder Morgan, PTAS distributed excess cash to its shareholders following delivery of each vessel.
During 2017, AMSC received distributions from PTAS of USD 12.5 million net of tax (USD 15.1 million before tax). On 19
February 2019, PTAS distributed USD 16.3 million to AMSC as a liquidating distribution. In total, AMSC has received USD
28.8 million in after-tax proceeds from PTAS from the initial USD 25 million investment.

The following table summarizes the financial information of Philly Tankers as included in its own financial statements.
			
Amounts in USD thousands

2018

2017

85 305

85 715

(2 214)

(581)

Net assets

83 091

85 134

Group’s share of net assets (19.6%)

16 286

16 686

Current assets
Current liabilities

Excess of AMSC’s investment over its share of equity in associates
Carrying amount of interest in associate
Net profit/(loss) of Philly Tankers AS consolidated

120

-

16 405

16 686

(974)

36 166

The following table shows the reconciliation between the opening and closing balance of equity accounted investees:
			
Amounts in USD thousands
Balance at beginning of period
Group’s share of PTAS profit (19.6%)
Distributions from PTAS
Write-down initial investment booked at cost
Balance at end of period

2018

2017

16 686

27 559

-

7 089

(281)

(15 056)

-

(2 906)

16 405

16 686

Capital Management Risk
AMSC’s objectives when managing capital are to safeguard its ability to continue as a going concern in order to provide
returns for shareholders and benefits for other stakeholders, while maintaining an optimal capital structure to minimize the
cost of capital. To meet these capital structure objectives, AMSC will review annually with its Board any proposed dividends,
covenant requirements as well as any needs to raise additional equity for future business opportunities or to reduce debt.
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NOTE 13: INTEREST-BEARING LOANS AND LIABILITIES
Following is information about the contractual terms of AMSC’s interest-bearing loans and borrowings.

			
Amounts in USD thousands

2018

2017

Non-current liabilities			
Secured loans

348 055

376 653

Unsecured bond issues

217 542

216 743

Subordinated loan from Aker ASA
Total long term interest bearing loans

6 671

6 671

572 268

600 067

Current liabilities			
Current portion of secured loans

29 667

28 333

Total interest-bearing short term debt

29 667

28 333

			
Summary of secured loans as of 31 December

2018

2017

BNP Paribas gross borrowings

258 506

278 561

CIT Bank gross borrowings

122 917

131 250

Less unamortized loan fees
Total Secured Loans

(3 700)

(4 825)

377 722

404 986

The secured loans are structured in two separate facilities; one being an initial USD 300 million initial facility secured by
eight vessels with a syndicate of banks with BNP Paribas as agent, and the other an initial USD 150 million facility secured
by two vessels with CIT Maritime Finance as Sole Arranger and CIT Bank, N.A., Prudential Capital Group and AloStar Bank of
Commerce as lenders. The loans have been repaid to USD 258.5 million and USD 122.9 million, respectively, at year-end 2018.
The Company entered into mandatory five year interest rate swaps in December 2015 at an average rate of 164 bps for
USD 210 million of the debt. During 2016, the Company entered into four year interest rate swaps at an average rate of 93
bps for USD 90 million of the debt. The average margin on the secured vessel debt is 325 bps.
			

			
Unsecured bond issue as of 31 December

Maturity

2018

2017

2022

220 000

212 783

New bond raised		

-

220 000

Repayment of old bond		

-

(215 598)

Bond balance at beginning of period

Plus write-off of discount 		

-

2 815

Less unamortized loan fees		

(2 458)

(3 257)

Total unsecured bond issue		

217 542

216 743
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NOTE 13: INTEREST-BEARING LOANS AND LIABILITIES (CONTINUED)
On 9 February 2017, American Tanker, Inc. (“ATI”), a fully owned subsidiary of AMSC, completed the successful placement of a
five year USD 220 million senior unsecured bond. The bond was widely placed to investors in the U.S., U.K., and Nordic region.
Settlement was on 22 February 2017, with final maturity date on 22 February 2022. The bond has a fixed coupon of 9.25%. On
14 June 2017, ATI listed the USD 220 million unsecured bonds on the Oslo Stock Exchange under the ticker AMTI01.
The net proceeds from the bond were used to refinance the previous bond which had a maturity in February 2018.

			
Subordinated loan from Aker ASA

2018

2017

2021

6 671

6 671

Total Subordinated Loan		

6 671

6 671

Principal amount

Maturity

As part of the bank debt refinancing in 2015, the Company entered into a USD 20 million subordinated loan with Aker ASA.
The loan has an interest rate of 10.25 percent which is due in one lump sum upon repayment of the loan. The loan is due
the earlier of (i) six months after the secured vessel debt becomes due or (ii) upon receipt of proceeds from Philly Tankers.
In February 2019, the Company received a liquidating distribution from PTAS and used USD 10.7 million of the proceeds to
repay all outstanding principal and interest on the Aker loan.

The following table shows the reconciliation between the opening and closing balance of interest-bearing loans:
			
			

Balance at beginning of period

2018

2017

628 400

664 367

			
Repayment of debt
Payment of loan fees
Issuance of debt
Amortization of loan fees and discount

(28 388)

(257 415)

(725)

(3 685)

-

220 000

2 649

5 133

			
Balance at end of period

601 936

628 400

RESTRICTIONS ON DIVIDEND PAYMENTS
Subject to certain exceptions, as of 31 December 2018, the BNP and CIT credit agreements restrict the payment of
dividends by AMSC and its subsidiaries. Specifically, AMSC and its subsidiaries may pay cash dividends only if there is no
default and the Company is in compliance with its financial covenants under the loans. Beginning in 2019, dividends may
be paid only if all ships remain on bareboat charter contract.
FINANCIAL COVENANTS
AMSC is subject to financial covenants under the secured bank loans relating to minimum liquidity and collateral, and
leverage and debt service ratios. AMSC is subject to financial covenants under the bond related to minimum liquidity and
maximum leverage.
				
AMSC was in compliance with all of its debt covenants as of 31 December 2018. 				
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NOTE 14: OPERATING LEASES

Non-cancellable operating lease rentals for bareboat charter hire are receivable as follows:
			
Amounts in USD thousands
Less than one year
Between one and five years
More than five years
Total

2018

2017

87 801

87 801

201 246

115 256

13 702

22 846

302 750

225 903

During 2018, OSG exercised its options to extend the bareboat charter agreements for nine of AMSC’s vessels. Charter
agreements for five of the vessels were extended for three-year terms, commencing from December 2019 and ending in
December 2022. Charter agreements for four of the vessels were extended for one-year terms commencing in December
2019 and ending in December 2020. OSG previously extended the charter for the Overseas Tampa, which expires in 2025.
The non-cancellable bareboat charter revenue backlog totals approximately USD 302.7 million as of 31 December 2018.
OSG has options to extend the charter terms for one, three or five years for the remaining useful lives of the vessels under
similar conditions as the fixed lease term. The one-year extension options may only be used once for each vessel. The
extension options must be exercised 12 months prior to the expiration date.

Non-cancellable operating lease rentals for office space are payable as follows:
			
Amounts in USD thousands

2018

2017

Less than one year

46

45

Between one and five years

15

61

More than five years
Total

-

-

61

106

In 2017, AMSC extended the lease for the Kennett Square office by two years to April 2020. IFRS 16 becomes effective as
of 1 January 2019 and does not have a material impact on AMSC.		

NOTE 15: DEFERRED REVENUES AND OTHER PAYABLES
Trade and other payables comprise the following items:

Amounts in USD thousands
Trade accounts payable
Accrual of financial costs
Other short-term interest free liabilities
Total

			
2018

2017

117

18

11 464

10 810

8 558

7 986

20 139

18 814

Financial costs include interest accrued but unpaid on the unsecured bond issue and subordinated Aker loan. Other short-term
interest free liabilities at 31 December 2018 and 2017 include deferred revenue from OSG of USD 7.5 million because OSG
makes monthly lease payments in advance and other accrued costs of USD 1.1 million (USD 0.5 million at 31 December 2017).
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NOTE 16: FINANCIAL INSTRUMENTS
FINANCIAL RISK MANAGEMENT
The Group’s activities expose it to a variety of financial risks: market risk (including currency risk, fair value interest risk
and price risk), credit risk, cash-flow interest-rate risk and foreign exchange risk. The Group’s overall risk management
program focuses on the unpredictability of financial markets and seeks to minimize potential adverse effects on
the Group’s financial performance. The Group uses derivative financial instruments to hedge certain risk exposures.
Risk-management is carried out under policies approved by the Board of Directors. The Board of Directors provides
principles for overall financial risk management as well as policies covering specific areas such as foreign exchange risk,
interest-rate risk, credit risk, and use of derivative financial instruments and non-derivative financial instruments.
Exposure to credit, interest rate and currency risk arises in the normal course of the Group’s business. Derivative financial
instruments are used from time to time to hedge exposure to fluctuations in foreign exchange rates and interest rates for
business purposes. The Company entered into mandatory five year interest rate swaps in December 2015 for a portion of
the secured bank debt.

Credit risk
The carrying amount of financial assets represents the maximum credit exposure.
At 31 December the maximum exposure to credit risk is as follows: 			
			
Amounts in USD thousands

2018

2017

Loans and receivables

26 956

28 891

Cash and cash equivalents

51 034

51 948

Cash held for specified uses

2 766

2 321

80 756

83 160

Total

AMSC regularly monitors the financial health of the financial institutions which it uses for cash management services and in
which it makes deposits and other investments. AMSC responds to changes in conditions affecting its deposit relationships
as situations warrant.
Receivables are to be collected from the following types of counterparties:

Amounts in USD thousands

			
2018

2017

Type of counterparty:			
End-user customer *)
Other receivables
Total

26 736

28 681

221

210

26 956

28 891

*) D
 ue to the nature of the Group’s operations, revenues and related receivables, including the DPO, are currently concentrated
amongst OSG and its affiliates. The Group continually evaluates the credit risk associated with customers.
Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities
that are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions.
With regards to making the debt service payments on the BNP and CIT loans, the Group has established cash earnings
accounts whereby all charter hire payments are deposited and utilized for debt service prior to being available for general
corporate purposes.
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The following are the contractual maturities of financial liabilities including interest payments:

			
31. December 2018
Amounts in USD thousands

Book
value

Contract. 6 months
cash flow and less

6-12
months

1-2
years

2-5 More than
years
5 years

Non-derivative financial liabilities								
Unsecured bonds (gross)

220 000

(288 450)

(10 175)

(10 175)

Long-term interest bearing
external liabilities (gross)

388 094

(450 952)

(25 301)

(26 302)

(30 350) (237 750)
(306 377)

(38 228)

(54 744)

								
Total as of 31 December 2018

608 094

(739 402)

(35 476)

(36 477)

(336 727) (275 978)

(54 744)

			
31. December 2017
Amounts in USD thousands

Book
value

Contract. 6 months
cash flow and less

6-12
months

1-2
years

2-5 More than
years
5 years

Non-derivative financial liabilities								
Unsecured bonds (gross)

220 000

(308 800)

(10 175)

(10 175)

(20 350) (268 100)

-

Long-term interest bearing
external liabilities (gross)

416 482

(494 461)

(23 882)

(23 845)

(48 838) (334 714)

(63 182)

								
Total as of 31 December 2017

636 482

(803 261)

(34 057)

(34 020)

(69 188) (602 814)

(63 182)

Currency risk
American Shipping Company is exposed to foreign currency risk related to certain cash accounts; however, the Group may
enter into foreign exchange derivative instruments, from time to time, to mitigate that risk. 				
The Group incurs foreign currency risk on purchases and borrowings that are denominated in a currency other than USD.
The currency giving rise to this risk is primarily NOK.					
Foreign exchange gains and losses relating to the monetary items are recognized as part of “net financing costs” (see note
4). The Company did not have any exchange contracts at 31 December 2018 or 31 December 2017. 			
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Exposure to currency risk
The company’s exposure to currency risk at 31 December 2018 and 2017 primarily related to amounts denominated in
NOK, as follows:
			
Amounts in USD thousands

2018

2017

Gross balance sheet exposure			
Trade payables (-)

(92)

(11)

Cash

764

18

Gross balance sheet exposure

672

7

Estimated forecast expenses (-)

(2 389)

(2 345)

Gross forecasted exposure

(2 389)

(2 345)

Forward exchange contracts
Net exposure

-

-

(1 717)

(2 338)

Sensitivity analysis
In managing interest rate and currency risks the Group aims to reduce the impact of short-term fluctuations on the Group’s
earnings. Over the longer term, however, permanent changes in foreign exchange and interest rates would have an impact
on consolidated earnings. 			
			
It is estimated that a general strengthening of ten percent in the value of the USD against the NOK would have had an
immaterial impact on the Group’s earnings before tax for the years ended 31 December 2018 and 2017. This analysis
assumes that all other variables remain constant. 			
Exposure to interest rate risk
The Group is exposed to fluctuations in interest rates for its variable interest rate debt. With regards to the BNP financing,
the Group has entered into interest swap agreements to lock in the interest rate paid. The bond issued in 2017 has a fixed
interest rate.			
Sensitivity analysis
An increase of 100 basis points in interest rates in the reporting year would have increased /(decreased) equity and profit
or loss by the amounts shown below. This analysis assumes that all other variables remain constant.

			
Amounts in USD thousands

2018

2017

Increase/(decrease)			
Bank deposits

515

513

Financial liabilities

(1 421)

(7 546)

Interest swap

1 264

5 560

358

(1 473)

P&L sensitivity (net)

For 2018 and 2017, estimates of the interest swap valuation following the change in interest rates are based on broker
quotes, with an adjustment for the Company’s credit risk as described in note 9.				
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Fair values
Fair value hierarchy
IFRS requires companies to disclose certain information about how fair value is determined in a “fair value hierarchy” for
financial instruments recorded at fair value, which for AMSC are derivative financial instruments, or disclosures about fair
value measurements which have been identified below. The fair value hierarchy gives the highest priority to quoted prices
in active markets for identical assets and liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). Level 2
includes assets and liabilities whose values are based on quoted prices in markets that are not active or model inputs that
are observable either directly or indirectly. 				
The only financial instruments that the Company accounts for at fair value are the interest rate swaps as of 31 December
2018 and 2017, which are classified in the Level 2 category described above. The Company’s policy is to recognize transfers
into and transfers out of fair value hierarchy levels as of the date of the event or change in circumstances that caused the
transfer. During the year ended 31 December 2018, there were no transfers between categories. 			

The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the
balance sheet as of 31 December 2018 are as follows:
			
				
Fair
value
hierarchy

Valuation
technique

Interest-bearing receivables from external 				
companies, maturity greater than 3 years
26 736
21 971
3

Discounted cash
flows at 10%

Amounts in USD thousands

Carrying
amount
2018

Fair
value
2018

Interest swap used for economic hedging:					
				
Assets
2 395
2 395
2

Market comparison
from a third party

				
Unsecured bonds (gross)
(220 000)
(214 500)
2

OSE trading
price at year-end

				
Secured loans (gross)
(381 423)
(383 761)
2

Discounted cash
flows at 4.0%

				
Subordinated loans (gross)
-6 671
-9 588
2

Discounted cash
flows at 10.25%

The fair value of cash, accounts receivable and accounts payable approximate the carrying values due to their short-term
nature.
In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes.
However, derivatives where hedge accounting is not applied are accounted for as trading instruments. 			
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The fair values of financial instruments, the related fair value hierarchy, together with the carrying amounts shown in the
balance sheet as of 31 December 2017 are as follows:				
			
				
Fair
value
hierarchy

Valuation
technique

Interest-bearing receivables from external 				
companies, maturity greater than 3 years
28 681
23 343
3

Discounted cash
flows at 10%

Amounts in USD thousands

Carrying
amount
2017

Fair
value
2017

Interest swap used for economic hedging:					
				
Assets
1 647
1 647
2

Market comparison
from a third party

				
Unsecured bonds (gross)
(220 000)
(215 188)
2

OSE trading price
at year-end

				
Secured loans (gross)
(409 811)
(411 793)
2

Discounted cash
flows at 4.0%

				
Subordinated loans (gross)
(6 671)
(8 665)
2

Discounted cash
flows at 10.25%

The discounted cash flow valuation model considers the present value of expected payments, discounted using the risk
adjusted discount rate noted.				
Financial instruments measured at fair value

				
			
			
Type		
Valuation technique

Significant
unobservable
inputs

Inter-relationship between
significant unobservable inputs
and fair value measurement

Interest rate swaps
		
		
		
		
		

Not applicable

Not applicable

Market comparison technique:
The fair values are based on broker
quotes. Similar contracts are traded
in an active market and the quotes
reflect the actual transactions in
similar instruments.
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NOTE 17: SHARES OWNED OR CONTROLLED BY THE PRESIDENT AND CHIEF EXECUTIVE OFFICER, BOARD OF DIRECTORS AND
SENIOR EMPLOYEES OF THE AMERICAN SHIPPING COMPANY GROUP

Shares in American Shipping Company ASA of 31 December 2018
			
				
Name

Position

Company

No. of shares

Pål Magnussen

President and CEO

AMSC

50 000

Morten Bakke

CFO

AMSC

25 000

Annette Malm Justad

Chairman of the Board

AMSC

4 523

Peter Knudsen

Board Member

AMSC

2 000

There is no share option agreement between American Shipping Company ASA and senior management or Directors.

Remuneration to the board of directors through 31 December 2018
			
				
Name

Position

Company

Annette Malm Justad

Chairman

AMSC

59 539

Peter Knudsen

Board Member

AMSC

47 667

Audun Stensvold

Board Member

AMSC

11 917

Kristian Røkke

Board Member

AMSC

Total Directors’ fee			

Remuneration

23 834
142 956

The Chairman and the Board of Directors have not received benefits other than Directors’ fees. The Board of Director’s
term runs from 1 April through 31 March and the above remuneration reflects cash payments to board members during
the calendar year 2018. Audun Stensvold served as Board Member through the general meeting in 2018, where Kristian
Røkke was elected.
The Directors’ fee for Audun Stensvold and Kristian Røkke is paid to Aker ASA.
Remuneration to the Nomination Committee
The nomination committee of AMSC has the following members: Arild Støren Frick and Christine Rødseter. Remuneration
earned by each member of the committee in 2018 was NOK 30,000 (USD 3,750).
		
Guidelines for remuneration of Senior Management
The basis of remuneration of senior management has been developed in order to create a performance-based system
which is founded on the Company’s values. This system of reward was designed to contribute to the achievement of good
financial results and increase in shareholder value.				
				
The senior management receives a base salary and may also be granted a variable pay. 			
					
The senior management is entitled to 6 months’ severance payment. Except for this, the members of the management
are not entitled to special benefits beyond ordinary severance pay during available termination notice periods. The senior
management participate in a standard pension and insurance scheme.				
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NOTE 17: SHARES OWNED OR CONTROLLED BY THE PRESIDENT AND CHIEF EXECUTIVE OFFICER, BOARD OF DIRECTORS AND
SENIOR EMPLOYEES OF THE AMERICAN SHIPPING COMPANY GROUP (CONTINUED)
In 2018, the senior management received a base salary in addition to a variable pay based on the award of synthetic
shares in order to align performance payments with shareholder value creation. The system is based on awarding a certain
number of synthetic shares to each member of the management team. The holder of the synthetic shares receives cash
payments equal to the dividend paid to the shareholders. Further, the annual share price increase, if any, is paid as a cash
bonus at the end of the year. There is a cap on the maximum compensation payable to each member of the management
team. The remuneration of the senior management is in accordance with the guidelines for remuneration for 2018.		
						
During 2018, Mr. Magnussen was awarded 350,000 synthetic shares. Under his synthetic share agreement, the total
bonus earned during 2018 was USD 543 thousand. The cap on his salary for 2018 was NOK 7 million. During 2018, Mr.
Bakke was awarded 200,000 synthetic shares, resulting in bonus earned of USD 298 thousand. The cap on his salary for
2018 was NOK 4 million. During 2018, Ms. Jaros was awarded 50,000 synthetic shares, resulting in bonus earned of USD
68 thousand. The cap on Ms. Jaros’ salary for 2018 was USD 253 thousand per year. 					
			
The Company also has an incentive scheme for the management, where the Company can offer the management to
purchase shares in the Company, subject to lock-up restrictions, with a view to incentivize long-term value creation and
performance by the management.								
The Company does not offer share option programs to the management.

			
Remuneration to Senior Management during 2018
			
				
					 Other
			
Base salary
Bonus Benefits

Pension		Severance
Contribution Total (USD)
pay

Pål Magnussen CEO

Jan. - Dec.

335 224

544 627

2 051

9 158

891 060

6 months

Morten Bakke

CFO

Jan. - Dec.

214 544

299 224

2 051

9 110

524 929

6 months

Leigh Jaros

Controller Jan. - Dec.

184 583

68 417

3 081

5 672

261 752

6 months

The above amounts reflect salary and bonus earned during 2018, and include Norwegian vacation pay.

Remuneration to Senior Management during 2017
			
				
					 Other
			
Base salary
Bonus Benefits

Pension		Severance
Contribution Total (USD)
pay

Pål Magnussen CEO

Jan. - Dec.

344 231

160 892

4 099

8 492

517 714

6 months

Morten Bakke

CFO

Jan. - Dec.

220 308

70 528

3 079

8 370

302 285

6 months

Leigh Jaros

Controller Jan. - Dec.

180 048

16 000

2 473

2 007

200 528

6 months

The above amounts reflect salary and bonus earned during 2017, and include Norwegian vacation pay.			
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NOTE 18: TRANSACTIONS AND AGREEMENTS WITH RELATED PARTIES
AMSC’s largest shareholder is a subsidiary of Aker ASA which holds 19.1 percent of the Company’s shares. 		
			
As part of the bank debt refinancing, the Company entered into a USD 20 million subordinated loan with Aker ASA. The
loan has an interest rate of 10.25 percent which is due in one lump sum upon repayment of the loan. The loan is due the
earlier of (i) six months after the secured vessel debt becomes due or (ii) upon receipt of proceeds from Philly Tankers. The
principal balance as of 31 December 2018 was USD 6.7 million, plus USD 4.0 million in accrued interest. Subsequent to
year-end, AMSC repaid the loan and accrued interest in full.					
The Group has service agreements with Aker ASA and Aker US Services, LLC which provide certain office services and tax
services. The cost of these services was not significant, however they are important to the Company’s operations. 		
			
The Company believes that related party transactions are made on terms equivalent to those that prevail in arm’s length
transactions. 					

NOTE 19: AGREEMENTS WITH OSG
AMSC’s only customer is OSG. The key agreements with OSG include the bareboat charter agreements, DPO agreements
and profit sharing agreement.
Under the bareboat charter agreements, OSG pays AMSC a fixed daily rate for leasing the vessels and OSG is responsible
for operating costs and maintenance of the vessels. The fixed terms five of the bareboat charters run through December
2022; four of the bareboat charters run through December 2020; and the Overseas Tampa runs to 2025, with options for
OSG to extend the charters for 1, 3 or 5 years for the useful lives of the vessels.
Under the DPO agreement (see note 7), OSG deferred payment of a portion of the daily bareboat charter hire for the first
seven years of vessels 1-5. This deferred payment accrued on a daily basis to a maximum of USD 7.0 million per vessel
and is now repayable over 18 years after the initial 7 year period.
Under the profit sharing agreement, AMSC and OSG share in the profits from OSG’s operations of AMSC’s 10 vessels. The
calculation of profit to share is made on an aggregated fleet level. The calculation thus starts with total vessel revenue,
subtracted by defined cost elements, as described below.
Time Charter Hire

Fleet revenue

Less:		
BBC hire

Bareboat rate paid from OSG to AMSC

OPEX

Crew, maintenance & repairs, insurance, fees & vetting, lubes

OSG profit layer

Fixed daily rate of USD 4,000/day per vessel

Management fee

Fixed daily rate plus annual escalation

Auditor expenses

Actual OSG auditor expenses

Amortization of start-up costs

Amortized through December 2019

Amortization of conversion costs

Amortized over ten years

=

Income subject to Profit Share before
covering drydocking costs

Profit to share before Drydock Reserve
Provision, Drydock Reserve True-Up

The profit to share is then reduced by a drydock reserve provision, adjusted for a drydock reserve true-up once a drydock
has been completed. The drydock reserve provision includes the estimated costs for each Intermediary Repair Period (IRP),
which occurs every 3 years and each special survey occurring every 5 years. 			
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When drydock expenses are covered, AMSC’s portion of the profit share must pay down a USD 18.2 million credit (plus accrued
interest at 9.5% p.a. since December 2009) negotiated with OSG, which is the amount of AMSC’s profit sharing OSG retains prior
to having an obligation to remit profit sharing payments to AMSC. After the OSG credit has been fully reduced to zero, AMSC will
receive its 50% of subsequent profits under the formula above in cash and will recognize profit sharing revenue. AMSC’s portion
of the profit can never be negative on an annual basis. For the full year 2018 the profit share was zero (2017: 0). The calculation
of profit sharing for the full year 2018 and 2017 are shown with aggregated, rounded figures in USD millions below.
182.4

174.3

(87.8)

(87.8)

(98.6)

(9.3)
Net TC revenue 2018

BBC

Other
(opex, agreed
OSG profit
layer, misc)

Drydock
provisions

(97.0)

(6.8)

(21.4)
Profit to
share 2018

BBC

Net TC revenue 2017

Other
(opex, agreed
OSG profit
layer, misc)

Drydock
provisions

(9.2)
Profit to
share 2017

AMSC’s 50% share of the profit (0 for 2018) is used to reduce the OSG credit. The cumulative balance as of the end of 2018
and 2017 for the OSG credit is shown in the table below and as described above, must be covered prior to AMSC being
entitled to receive profit share from OSG: 			
					
Balance per 31 December 2018

Beginning balance
as of 31 Dec. 2017

OSG credit

5.4

Accrued		
interest
Reduction
0.5

Ending balance
as of 31 Dec. 2018

-

5.9

				
Balance per 31 December 2017

Beginning balance
as of 31 Dec. 2016

OSG credit

4.9

Accrued		
interest
Reduction
0.5

-

Ending balance
as of 31 Dec. 2017
5.4

NOTE 20: EVENTS AFTER THE BALANCE SHEET DATE
On 18 February 2019, AMSC, through its wholly owned subsidiary American Tanker, Inc. (ATI), proposed amendments
to its unsecured bond issue, including the removal of scheduled amortization. The Company believes the amendments
to the bond will improve AMSC’s position in refinancing the secure bank debt as well as strengthen the Company’s ability
to raise capital in relation to potential future growth opportunities. The amendment was approved by written resolution
on 5 March 2019.
On 19 February 2019, PTAS distributed USD 16.3 million to AMSC as a liquidating distribution. AMSC subsequently used
USD 10.7 million to repay all outstanding principal and interest on its subordinated loan from Aker ASA. In total, AMSC has
received USD 28.8 million in after-tax proceeds from PTAS.
On 27 February 2019, the Board authorized a quarterly dividend payment of USD 0.08 per share (USD 4.8 million in
aggregate) to the shareholders of AMSC on record as of 7 March 2019. The dividend was paid on 15 March 2019.		
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AMERICAN SHIPPING COMPANY
PARENT

STATEMENT OF
FINANCIAL POSITION
			
		
Amounts in USD thousands
Note

31. Dec.
2018

31. Dec.
2017

ASSETS				
Investment in associates

3

16 405

16 686

Shares in subsidiaries

3

35 938

35 932

Deferred tax asset

4

198

198

Long-term receivable group companies

5

85 663

85 663

Total financial non-current assets		

138 204

138 479

Total non-current assets		

138 204

138 479

				
Tax receivable		
Other short-term receivables		
Cash and cash equivalents

8

389

-

2 004

202

23 548

33 356

Total current assets		

25 941

33 558

Total assets		

164 146

172 037

EQUITY AND LIABILITIES				
Share capital		

96 366

96 366

Share premium reserve		

123 810

143 207

Total paid in capital		

220 176

239 573

				
Other equity		

(72 756)

(83 060)

Total retained earnings		

(72 756)

(83 060)

Total equity

147 419

156 513

6

				
Other interest-bearing debt

7

Total long-term liabilities		

6 844

6 899

6 844

6 899

				
Tax payable

4

-

92

Dividend payable

6

4 849

4 849

5 033

3 685

Other short-term debt		
Total short-term liabilities		

9 882

8 625

Total equity and liabilities		

164 146

172 037

Lysaker, 20 March 2019
The Board of Directors
American Shipping Company ASA

Annette Malm Justad
Chairman

Peter D. Knudsen
Board Member

Kristian Røkke
Board Member

Pål Magnussen
President/CEO
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STATEMENT
			

			
Amounts in USD thousands
Note
2018
2017
Operating revenues		

1 858

Other operating expenses

(2 392)

(1 791)

(534)

(1 731)

2

Operating loss		

60

				
Interest income from group companies		

8 455

8 381

Net income from equity accounted investees

2

-

4 180

Other interest and financial income

2

3 148

2 963

Other interest and financial expenses

2

(765)

(8 223)

10 304

5 570

Loss after financial items		

7

				
Deferred income tax benefit

4

-

106

Income tax expense

4

-

(2 660)

				
Profit / (loss) for the period		

10 304

3 016

Allocation of net profit / (loss):				
Profit / (loss)		

10 304

3 016

Other equity

(10 304)

(3 016)

-

-

6

Total		
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STATEMENT
			

			
Amounts in USD thousands
Note
2018
2017
Profit / (loss) before tax		

10 304

5 570

Unrealized foreign exchange (gain)/loss and unpaid interest expense		

693

2 323

Non-cash income from equity accounted investee		

-

(4 183)

Changes in short term receivables		

(2 191)

976

Changes in short term liabilities		

563

(4 023)

Cash flow from operating activities		

9 370

663

				
Changes in long term investments

3

Cash flow from investing activities		

275

281 616

275

281 616

				
Repayment of bond obligation

7

-

(215 598)

Dividends / return of capital paid

6

(19 397)

(22 063)

Repurchase of treasury shares

6

-

(82)

Proceeds from sale of treasury shares

6

-

67

Proceeds from / (repayments of) other interest-bearing debt

7

(55)

(13 485)

(19 452)

(251 161)

Cash flow from financial activities		

				
Cash flow for the year		

(9 808)

31 117

Cash and cash equivalents 1 January		

33 357

2 239

Cash and cash equivalents 31 December		

23 548

33 357
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NOTES TO THE
ACCOUNTS
NOTE 1:

ACCOUNTING PRINCIPLES
The annual report is prepared according to the Norwegian Accounting Act and generally accepted accounting principles in
Norway.
SUBSIDIARIES AND INVESTMENT IN ASSOCIATES
Subsidiaries are valued by the cost method in the company accounts. The investment is valued at the cost of acquiring
shares in the subsidiary, providing that a write down is not required. A write down to fair value will be carried out if the
reduction in value is caused by circumstances which may not be regarded as incidental, and deemed necessary by generally
accepted accounting principles. Write downs are reversed when the cause of the initial write down is no longer present.
If dividends exceed withheld profits after acquisition, the exceeding amount represents reimbursement of invested capital,
and the distribution will be subtracted from the value of the acquisition in the balance sheet.
Investments in associates are valued by the equity method. The investment is valued at the cost of acquiring the shares,
with an adjustment for the Company’s share of the associate’s profit or loss. A write down will be recorded based on the
Company’s share of the associates’ equity value.
CLASSIFICATION AND VALUATION OF BALANCE SHEET ITEMS
Assets and liabilities are presented as current when they are due within one year or they are part of the operating cycle.
Other assets and liabilities are classified as non-current.
Current assets are valued at the lowest of cost and fair value. Current liabilities are valued at nominal value at the time of
recognition.
Non-current receivables are measured at cost less impairment losses that are not considered to be temporary. Non-current
liabilities are initially valued at transaction value less attributable transaction cost. Subsequent to initial recognition, interest
bearing non-current borrowings are measured at amortized cost with any difference between cost and redemption value
being recognized in the income statement over the period of the borrowing on an effective interest basis.
TRADE AND OTHER RECEIVABLES
Trade receivables and other current receivables are recorded in the balance sheet at nominal value less provisions for
doubtful accounts.
FOREIGN CURRENCY TRANSLATION
The company’s functional currency is U.S. dollars (USD). Foreign currency transactions are translated into USD using the
exchange rates prevailing at the dates of the transactions. Receivables and liabilities in foreign currencies are translated
into USD at the exchange rates ruling on the balance sheet date. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign
currencies are recognized in the income statement. The NOK/USD foreign exchange rate as of 31 December 2018 was
8.69 and the average rate during 2018 was 8.13 NOK/USD.
SHORT TERM INVESTMENTS
Short term investments (stocks, short-term bonds, liquid placements and shares) are valued at the lower of acquisition
cost or fair value at the balance sheet date. Dividends and other distributions are recognized as other investment income.
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NOTE 1:

ACCOUNTING PRINCIPLES (CONTINUED)
INCOME TAX
Tax expenses in the profit and loss account comprise both tax payable for the accounting period and changes in deferred
tax. Deferred tax is calculated at the percent on the basis of existing temporary differences (23%) between accounting profit
and taxable profit together with tax deductible deficits at year end. Temporary differences, both positive and negative, are
balanced out within the same period. Deferred tax assets are recorded in the balance sheet to the extent it is more likely
than not that the tax assets will be utilized.
CASH FLOW STATEMENT
The cash flow statement is presented using the indirect method. Cash and cash equivalents includes cash, bank deposits
and other short-term highly liquid deposits with original maturities of three months or less.
REVENUE RECOGNITION
The Company’s revenues consist of management fees charged to foreign subsidiaries and are recognized when they
become due and payable.
PENSIONS
The Company has a defined contribution pension plan that covers its employees whereby contributions are paid to qualifying
pension plans. Once the contributions have been paid, there are no further payment obligations. Plan contributions are
charged to the income statement in the period to which the contributions relate.
USE OF ESTIMATES
The preparation of the financial statements requires management to make estimates and assumptions that affect
the reported amounts in the profit and loss statement, the measurement of assets and liabilities and the disclosure of
contingent assets and liabilities on the balance sheet date. Actual results can differ from these estimates.
Contingent losses that are probable and quantifiable are expensed as occurred.
Certain prior year reclassifications were made to conform to current year presentation.

NOTE 2:

OTHER OPERATING AND FINANCIAL EXPENSES
Fees to the auditors of USD 45 thousand (without VAT) for ordinary audit was expensed in 2018. For more information on
fees paid to KPMG, see note 3 in the consolidated accounts.
The Company has no other employees than the CEO and CFO. See note 17 in the consolidated accounts for more information
regarding remuneration to senior management. Board of directors expenses were USD 143 thousand in 2018.
Other interest and financial inome in 2018 includes USD 2.7 million of guaranty fees from its subsidiaries and USD 0.4
million of interest income on bank balances.
Other interest and financial expenses in 2018 includes interest expense on the Aker loan of USD 0.7 million.		
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NOTE 3:

SHARES IN SUBSIDIARIES AND ASSOCIATES

This item comprises the following as of 31 December 2018:
			
			

Amounts in USD thousands

Ownership		
of common
Voting
Business
shares(%)
rights (%)
address

Historical
cost

Book
value

American Tanker Holding Company,
Inc. (ATHC)

100%

100%

Kennett Square, PA

35 938

35 938

Philly Tankers AS

19.6%

19.6%

Oslo, Norway

16 405

16 405

Total shares				

52 343

52 343

		ATHC				
Subsidiaries’ 2018 results after tax in USD thousands		

(1 692) 				

Subsidiaries’ equity attributable to common shareholders
at 31 December 2018 in USD thousands		

58 680 		

American Shipping Company ASA (“AMSC ASA”) is the Norwegian parent company and is listed on Oslo Børs. AMSC
ASA owns ATHC 100%. ATHC, ATI and ASC are intermediary holding companies. Each of the Company’s ten vessels are
owned by an individual leasing company, ASC Leasing I - X, Inc. Each of the individual leasing companies have contracts
directly with OSG and vessel debt directly with BNP Paribas or CIT Bank which are covered by overall agreements that
tie the arrangements together through either a framework agreement and/or guarantees.				
AMSC analyzes the value of its investments in subsidiaries on an annual basis, or sooner if conditions change or events
occur which could cause the carrying values to change. Detailed analysis, including discounted cash flows and third party
appraisals, are prepared and reviewed by management supporting the carrying value of each of its investments. AMSC
considers many factors, including the appropriate cost of capital, asset lives, market values and likelihood of events, in
reviewing its investment value. No impairment was recognized in 2018 or 2017. 				

ASSOCIATES
Philly Tankers AS
In 2014, AMSC made an equity investment of USD 25 million in Philly Tankers AS (“PTAS”) and owns 19.6% of the Oslo,
Norway based company. Philly Tankers was formed in Q3 2014 and is registered on the Norwegian OTC market. Philly
Tankers ordered four 50,000 dwt product tankers from Philly Shipyard (“PHLY”, formerly Aker Philadelphia Shipyard) which
were delivered and sold between Q4 2016 and Q4 2017. AMSC also holds a seat on the Board of Directors of Philly
Tankers. In 3Q 2015, Philly Tankers AS agreed to sell its four product tanker contracts to a subsidiary of Kinder Morgan, Inc.
with the assignment to take place immediately before delivery of each ship.
The investment in Philly Tankers is recorded using the equity method.			
As a result of the sale to Kinder Morgan, PTAS distributed excess cash to its shareholders following delivery of each vessel.
During 2017, AMSC received distributions from PTAS of USD 12.5 million net of tax (USD 15.1 million before tax). On 19
February 2019, PTAS distributed USD 16.3 million to AMSC as a liquidating distribution. In total, AMSC has received USD
28.8 million in after-tax proceeds from PTAS from the initial USD 25 million investment.
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SHARES IN SUBSIDIARIES AND ASSOCIATES (CONTINUED)
The following table summarizes the financial information of Philly Tankers as included in its own financial statements.

			
Amounts in USD thousands
Current assets
Current liabilities

2018

2017

85 305

85 715

(2 214)

(581)

Net assets

83 091

85 134

Group’s share of net assets (19.6%)

16 286

16 686

120

-

16 405

16 686

(974)

36 166

Excess of AMSC’s investment over its share of equity in associates
Carrying amount of interest in associate
Net profit of Philly Tankers AS

The following table shows the reconciliation between the opening and closing balance of investments in associates:

			
Amounts in USD thousands
Balance at beginning of period
Group’s share of PTAS profit (19.6%)
Distributions from PTAS
Write-down initial investment booked at cost
Balance at end of period

2018

2017

16 686

27 559

-

7 089

(281)

(15 056)

-

(2 906)

16 405

16 686
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NOTE 4:

TAX
The table below shows the difference between book and tax values at the end of 2018 and 2017, and the amounts of
deferred taxes at these dates and the change in deferred taxes.		

			
Norwegian tax payable:
Amounts in USD thousands

2018

2017

Profit/(loss) before tax USD accounts in USD

10 304

5 570

Difference between NOK and USD accounts

5 079

76 902

Result before tax measured in NOK for taxation purposes
Permanent differences
Change in temporary differences
Other differences
FX effect on opening balance of loss carried forward

15 383

82 472

12

(69 050)

(579)

(6 652)

-

(4 203)

6 417

(5 675)

Estimated result for tax purposes

21 232

(3 108)

Utilization of loss carried forward

(21 232)

-

Taxable income / (loss)

-

(3 108)

Tax payable

-

-

The result before taxes in NOK are different from the result before taxes in USD primarily due to currency exchange
differences. The foreign exchange difference arises as the Company’s functional currency is USD, whilst the tax calculation
in Norway is performed based on the accounts in NOK. As such, the tax calculation for the Company is in NOK, but presented
in USD. 		

			
Norwegian deferred tax:
Amounts in USD thousands

2018

2017

Operating loss carried forward

94 076

115 308

Deferred tax asset

21 638

26 521

Restrictions regarding balance tax asset

(21 638)

(26 521)

-

-

Book value tax asset

			
U.S. deferred tax:
Amounts in USD thousands

2018

2017

706

706

-

-

Deferred tax asset

198

198

Book value tax asset

198

198

Other differences
Operating loss carried forward
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NOTE 4:

TAX (CONTINUED)

			
U.S. tax expense/(benefit):
Amounts in USD thousands

2018

2017

Current payable tax charged to the income statement

-

2 660

Change in deferred tax

-

(106)

Total tax (benefit)

-

2 554

AMSC is recording U.S. taxes in the income statement and balance sheet related to the U.S. income taxes on AMSC’s
investment in Philly Tankers. This is due to Philly Tankers having elected to be taxed as a partnership under the Internal
Revenue Code, with the consent of its shareholders. As such, AMSC as a shareholder separately accounts for their pro rata
shares of the Company’s income, deductions, losses and credits in their separate income tax returns. 		

NOTE 5:

LONG-TERM RECEIVABLES
Long-term receivables are:

Amounts in USD thousands

			
2018

2017

American Tanker, Inc. (ATI)

85 663

85 663

Total

85 663

85 663

As of 31 December 2018, AMSC holds a USD 26.5 million loan to ATI. The loan to ATI is unsecured and bears interest at the
higher of 9.5% or LIBOR plus 7% (9.5% at 31 December 2018) and with an option to pay in kind semi-annually. During 2018,
ATI paid USD 2.5 million in interest payments to AMSC. The ATI note is payable on demand by AMSC. AMSC does not intend
to call the note during the next 12 months.
				
In 2015, in connection with the vessel debt refinancing, AMSC made a second loan of USD 52.2 million loan to ATI. The loan
to ATI is unsecured and bears interest at 10%, with an option to pay in kind each quarter. The balance as of 31 December
2018 is USD 59.1 million. During 2018, ATI paid USD 5.9 million in interest payments to AMSC. The ATI note is payable on
demand by AMSC, provided that demand may not be made prior to the maturity date of the secured vessel debt. 		
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TOTAL EQUITY
Changes in equity are:
2018

			

Amounts in USD thousands

Share
capital

Share
premium

Total paidin capital

Equity as of 1 January 2018

96 366

143 207

239 573

Dividends paid / return of capital

-

(14 548)

Dividend payable

-

(4 849)

Net result
Equity as of 31 December 2018

Other
equity

Total
equity

(83 060)

156 513

(14 548)

-

(14 548)

(4 849)

-

(4 849)

-

-

-

10 304

10 304

96 366

123 810

220 176

(72 756)

147 420

The total outstanding shares of AMSC are 60,616,505 shares each with a par value of NOK 10 per share.			
No treasury shares were held as of 31 December 2018. 				
Subsequent to year-end, the Board declared a dividend/return of capital of USD 0.08 per share (USD 4.8 million in aggregate)
on 27 February 2019. The dividend was paid on 15 March 2019.				

			
2017
Amounts in USD thousands

Share
capital

Share
premium

Total paidin capital

Equity as of 1 January 2017

96 366

170 119

266 485

(86 060)

180 425

-

-

-

(82)

(82)

Repurchase of treasury shares

Other
equity

Total
equity

Proceeds from sale of treasury shares

-

-

-

67

67

Dividends paid / return of capital

-

(22 063)

(22 063)

-

(22 063)

Dividend payable

-

(4 849)

(4 849)

-

(4 849)

Net result

-

-

-

3 016

3 016

96 366

143 207

239 573

(83 060)

156 513

Equity as of 31 December 2017

The total outstanding shares of AMSC are 60,616,505 shares each with a par value of NOK 10 per share.			
No treasury shares were held as of 31 December 2017. During 2017, 25,000 treasury shares were purchased and
subsequently sold to Morten Bakke through MB Capital AS under his share purchase agreement and lock-up restrictions.
			
Subsequent to the 2017 year-end, the Board declared a dividend/return of capital of USD 0.08 per share (USD 4.8 million
in aggregate) on 13 February 2018. The dividend was paid on 1 March 2018.				
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NOTE 6:

TOTAL EQUITY (CONTINUED)
The shares were owned by the following 20 largest parties as of 31 December 2018:
			
Name

Number

Percent

11 557 022

19.1%

DnB NOR MARKETS, AKSJEHAND/ANALYSE

9 410 804

15.5%

SKANDINAVISKA ENSKILDA BANKEN AB

9 182 389

15.1%

GOLDMAN SACHS & CO. LLC

7 807 837

12.9%

GOLDMAN SACHS INTERNATIONAL

2 783 881

4.6%

TRETHOM AS

1 414 111

2.3%

SES AS

1 000 000

1.6%

J.P. MORGAN SECURITIES LLC

852 825

1.4%

STATE STREET BANK AND TRUST GROUP

808 930

1.3%

B.O. STEEN SHIPPING AS

800 000

1.3%

UBS SWITZERLAND AG

800 000

1.3%

CITIBANK, N.A.

770 308

1.3%

NORDNET LIVSFORSIKRING AS

591 006

1.0%

SKANDINAVISKA ANSKILDA BANKEN AB

501 996

0.8%

BNP PARIBAS

475 284

0.8%

BEDDINGEN FINANS AS

313 216

0.5%

ROMAG INVEST AS

285 000

0.5%

ROESJOE

257 199

0.4%

BNP PARIBAS SECURITIES SERVICES

225 000

0.4%

CITIBANK, N.A.

220 903

0.4%

Total 20 largest shareholders

50 057 711

82.6%

Other shareholders

10 558 794

17.4%

Total

60 616 505

100.0%

AKER CAPITAL AS
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NOTE 7:

OTHER LONG TERM INTEREST-BEARING DEBT

Subordinated loan from Aker ASA as of 31 December 2017:
			
Amounts in USD thousands
Principal amount

Maturity

Balance

Interest Rate

2021

6 672

10.25%

Total subordinated loan		

6 672 		

As part of the bank debt refinancing in 2015, the Company entered into a USD 20 million subordinated loan with Aker ASA.
The loan has an interest rate of 10.25 percent which is due in one lump sum upon repayment of the loan. Accrued interest
on the loan as of 31 December 2018 is USD 4.0 million. The loan is due the earlier of (i) six months after the secured vessel
debt becomes due or (ii) upon receipt of proceeds from Philly Tankers.
In February 2019, the Company received a liquidating distribution from PTAS and used USD 10.7 million of the proceeds to
repay all outstanding principal and interest on the Aker loan.

NOTE 8:

CASH AND CASH EQUIVALENTS
There is no restricted cash, except cash in a tax withholding account for employees’ salaries of USD 82 thousand at 31
December 2018.

NOTE 9:

SHARES OWNED BY THE BOARD OF DIRECTORS AND THE SENIOR MANAGEMENT
For information regarding shares owned by the members of the board of directors and the senior management, see note
17 in the consolidated accounts.								
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NOTE 10: GUARANTEES

The company has made the following guarantees:
			
		Amount
Description
Beneficiary
(USD thousands)

Guarantee party

Senior secured credit facility

Agent (BNP Paribas), Arranger,
Lenders and Hedging Banks

300 000

ASC Leasing I-VII and IX, Inc.

Senior secured credit facility

Agent (CIT Bank),
Security Trustee and Lenders

150 000

ASC Leasing VIII and X, Inc.

AMSC has also agreed to indemnify OSG for any losses resulting from any breach by a vessel owning company of its
obligations under its agreements with OSG.

NOTE 11: EVENTS AFTER THE BALANCE DATE
On 18 February 2019, AMSC, through its wholly owned subsidiary American Tanker, Inc. (ATI), proposed amendments to
its unsecured bond issue, including the removal of scheduled amortization. The Company believes the amendments to
the bond will improve AMSC’s position in refinancing the secure bank debt as well as strengthen the Company’s ability to
raise capital in relation to potential future growth opportunities. The amendment was approved by written resolution on 5
March 2019.
On 19 February 2019, PTAS distributed USD 16.3 million to AMSC as a liquidating distribution. AMSC subsequently used
USD 10.7 million to repay all outstanding principal and interest on its subordinated loan from Aker ASA. In total, AMSC has
received USD 28.8 million in after-tax proceeds from PTAS.
On 27 February 2019, the Board authorized a quarterly dividend payment of USD 0.08 per share (USD 4.8 million in
aggregate) to the shareholders of AMSC on record as of 7 March 2019. The dividend was paid on 15 March 2019.
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SHARE AND
SHAREHOLDER
INFORMATION
American Shipping Company
is committed to maintaining
an open and direct dialogue
with its shareholders, potential
investors, analysts, brokers,
and the financial community in
general. The timely release of
information to the market that
could affect the Company’s
share price helps ensure that
American Shipping Company
ASA’s share price reflects its
underlying value.

American Shipping Company’s goal is
that the Company’s shareholders will,
over time, receive competitive returns on
their investment. The Board considers on
a quarterly basis the amount of dividend,
if any, to be paid. The decision to pay dividend is based on the financial situation at
the relevant point in time and applicable
restrictions under AMSC’s financial
agreements.

under the loans. Beginning in 2019, dividends may be paid only if all ships remain
on bareboat charter contract.

DIVIDENDS
The Company paid dividends totaling
USD 0.32 per share (USD 19.4 million) in
2018. The dividends were classified for
accounting purposes as repayment of
previously paid in share premium.

As of 31 December 2018, the Company
had 1,519 shareholders, of whom 9.6 percent were non-Norwegian shareholders.

The Norwegian Public Limited Liability
Companies Act allows for the Board of
Directors to pay dividends on the basis of
an authorization from the General Meeting. At the 2018 Annual General Meeting,
the Board of Directors were granted
an authorization to pay dividends up to
an approved amount at their discretion
based on the Company’s annual accounts
for 2017, valid up to the Company’s
Annual General Meeting in 2019. Such
authorization facilitated payment of
dividend by the Board of Directors on a
quarterly basis.
Payment of dividends by AMSC is subject
to restrictions under its vessel debt facilities and the bond loan. Subject to certain
exceptions, as of 31 December 2018, the
BNP and CIT credit agreements restrict
the payment of dividends by AMSC and
its subsidiaries. Specifically, AMSC and its
subsidiaries may pay cash dividends only
if there is no default and the Company is
in compliance with its financial covenants

SHARES AND SHARE CAPITAL
As of 31 December 2018, American
Shipping Company ASA had 60 616 505
ordinary common shares; each share
with a par value of NOK 10 (see Note 11
to the Company’s 2016 accounts).

American Shipping Company ASA currently has a single share class. Each share
is entitled to one vote, but is subject to
certain voting and ownership restrictions
due to the fact that the Company is operating under an exception from the U.S.
ownership requirement in the Jones Act
(see Articles of Association available on
the Company’s web page). The Company
held no own (treasury) shares as of 31
December 2018.
STOCK-EXCHANGE LISTING
The Company’s shares are listed on the
Oslo Stock Exchange’s main (OSEBX)
list (ticker: AMSC). American Shipping
Company’s shares are registered in the
Norwegian Central Securities Depository;
the shares have the securities registration number ISIN NO 0010272065. DNB
Bank is the Company’s registrar.
SIGNIFICANT SHAREHOLDER
American Shipping Company ASA’s largest
shareholder is Aker Capital AS, which holds
19.1 percent of the Company’s shares.
From time to time, agreements are
entered into between two or more
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former related companies. The boards
of directors and other parties involved in
the decision-making processes related to
such agreements are all critically aware
of the need to handle such matters in the
best interests of the involved companies,
in accordance with good corporate governance practice and on an arm’s length
basis. If needed, external, independent
opinions are sought.
CURRENT BOARD AUTHORIZATIONS
The Annual General Meeting in 2018
granted an authorization to the Board
to purchase own (treasury) shares in
connection with the Company’s incentive
scheme for employees. The Board was
also granted an authorization to increase
the share capital in connection with
strengthening of the Company’s equity
capital or to raise equity capital for future
investments within the Company’s scope
of operations.
The Board of Directors has authorization
to pay dividends, to facilitate payment of
dividends on a quarterly basis.
All of these Board authorizations are
valid up to the Annual General Meeting
in 2019.
SHARE INCENTIVE PROGRAM
The Company currently does not have
any share or stock option plans, but the
Annual General Meeting approved the
establishment of an incentive program
for its employees, giving the Board of
Directors the ability to offer its employees
to purchase shares in the Company on
favorable terms, subject to certain lockup restrictions.
INVESTOR RELATIONS
American Shipping Company ASA seeks
to maintain an open and direct dialogue
with shareholders, financial analysts, and
the financial market in general.

20 LARGEST SHAREHOLDERS
as of 31 December 2018

		

Shareholder

Number of
shares held

Ownership
(in %)

AKER CAPITAL AS

11 557 022

19.1%

DnB NOR MARKETS, AKSJEHAND/ANALYSE

9 410 804

15.5%

SKANDINAVISKA ENSKILDA BANKEN AB

9 182 389

15.1%

GOLDMAN SACHS & CO. LLC

7 807 837

12.9%

GOLDMAN SACHS INTERNATIONAL

2 783 881

4.6%

TRETHOM AS

1 414 111

2.3%

SES AS

1 000 000

1.6%

J.P. MORGAN SECURITIES LLC

852 825

1.4%

STATE STREET BANK AND TRUST GROUP

808 930

1.3%

B.O. STEEN SHIPPING AS

800 000

1.3%

UBS SWITZERLAND AG

800 000

1.3%

CITIBANK, N.A.

770 308

1.3%

NORDNET LIVSFORSIKRING AS

591 006

1.0%

SKANDINAVISKA ANSKILDA BANKEN AB

501 996

0.8%

BNP PARIBAS

475 284

0.8%

BEDDINGEN FINANS AS

313 216

0.5%

ROMAG INVEST AS

285 000

0.5%

ROESJOE

257 199

0.4%

BNP PARIBAS SECURITIES SERVICES

225 000

0.4%

CITIBANK, N.A.

220 903

0.4%

Total 20 largest shareholders

50 057 711

82.6%

Other shareholders

10 558 794

17.4%

Total

60 616 505

100.0%

GEOGRAPHIC DISTRIBUTION
as of 31 December 2018

		

Nationality

Number of
shares held

Ownership
(in %)

Non-Norwegian shareholders

18 729 812

30.9%

Norwegian shareholders

41 886 693

69.1%

Total

60 616 505

100.0%
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Visitors to American Shipping Company’s
website at www.americanshippingco.com
can subscribe to email delivery of American Shipping Company news releases.
American Shipping Company’s press
releases and investor relations (IR) publications for the current and prior year are
available at the Company’s website: www.
americanshippingco.com. This online resource includes the Company’s quarterly
and annual reports, prospectuses, corporate presentations, articles of association,
financial calendar, and its Investor Relations and Corporate Governance policies,
along with other information.
Shareholders can contact the Company
at ir@amshipco.com.
SAVE THE ENVIRONMENT –
READ REPORTS ONLINE
Annual reports are published on the
Company’s website (www.americanshippingco.com) at the same time as they are
made available via website release by the
Oslo Stock Exchange: www.newsweb.no
(ticker: AMSC).
American Shipping Company ASA encourages its shareholders to subscribe
to the Company’s annual reports via
the electronic delivery system of the
Norwegian Central Securities Depository
(VPS). Please note that VPS services (VPS
Investortjenester) are designed primarily
for Norwegian shareholders. Subscribers
to this service receive annual reports in
PDF format by email.
Electronic distribution is the fastest
channel for accessing Company information; it is also cost-effective and environmentally friendly.
Quarterly reports, which are generally
only distributed electronically, are available from the Company’s website and

OWNERSHIP STRUCTURE
as of 31 December 2018

		
Number of
shareholders

Percent of
share capital

1-100

290

0.02%

101-1000

471

0.41%

1,001-10,000

524

3.28%

10,001-100,000

197

9.69%

100,001-500,000

23

6.96%

over 500,000

14

79.65%

1 519

100.00%

Shares owned

Total

DIVIDEND HISTORY

USD per share
0.124

0.124

0.124

0.107

Q1-16

Q2-16

Q3-16

Q4-16

0.080

0.080

0.080

0.080

0.080

0.080

0.080

0.080

Q1-17

Q2-17

Q3-17

Q4-17

Q1-18

Q2-18

Q3-18

Q4-18

other sources. Shareholders who are
unable to receive the electronic version
of interim and annual reports, may subscribe to the printed version by contacting American Shipping Company.

shareholders’ meetings, shareholders
(or their duly authorized representatives)
must either be physically present, vote
by proxy or vote electronically prior to the
shareholders’ meeting.

ANNUAL SHAREHOLDERS’ MEETING
American Shipping Company ASA’s annual shareholders’ meeting is normally held
in late March or April. Written notification
is sent to all shareholders individually
or to shareholders’ nominee. To vote at

2018 SHARE DATA
The Company’s total market capitalization as of 31 December 2018 was NOK
2,019 million. During 2018, a total of
30,179,473 American Shipping Company
ASA shares traded. The shares traded on
249 trading days.
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CORPORATE
GOVERNANCE
American Shipping Company
ASA’s focus is on building a
premier ownership position
in the Jones Act market to
create maximum value for its
shareholders. Good corporate
governance will help to reduce
risk and ensure sustainable
value creation.

The Board of Directors of American
Shipping Company ASA has reviewed
and updated the Company’s principles
for corporate governance. The Board’s
statement of corporate governance is
included in the annual report. The principles are based on the Norwegian Code
of Practice for Corporate Governance,
dated 17 October 2018 (the “Code of
Practice”), the principles set out in the
Continuing Obligations of stock exchange
listed companies from the Oslo Stock
Exchange, and the relevant Norwegian
background law such as the Norwegian
Accounting Act and the Norwegian Public
Limited Liability Companies Act. The Code
of Practice is available at www.nues.no
and the Continuing Obligations of stock
exchange listed companies may be found
at www.oslobors.no. The principles also
apply to American Shipping Company
ASA’s subsidiaries where relevant.
The following presents American Shipping
Company ASA’s (hereinafter American
Shipping Company, AMSC, the Company
or the Group) practice regarding each of

the recommendations contained in the
Code of Practice. Any deviations from the
recommendations are found under the
item in question. In addition to the Code of
Practice, the Norwegian Accounting Act §
3-3b stipulates that companies must provide a report on their policies and practices
for corporate governance either in the annual report or in a document referred to in
the annual report. This report is integrated
in this corporate governance statement.
PURPOSE
American Shipping Company’s Corporate
Governance principles are intended to
ensure an appropriate division of roles
and responsibilities among the Company’s owners, its Board of Directors,
and its executive management and that
the Company’s activities are subject to
satisfactory control. These principles
contribute to the greatest possible value
creation over time, to the benefit of
owners and other stakeholders. It is the
responsibility of the Board of Directors of
AMSC to ensure that the Company implements sound corporate governance.
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BUSINESS
The Company’s business model is to
own and bareboat charter vessels for
operation in the U.S. Jones Act market
through its wholly owned subsidiary
leasing companies. The corporate
structure of American Shipping Company,
through its operating subsidiaries in the
United States, is in conformance with the
applicable requirements of the Jones Act.
All of its vessels are fully qualified to participate in the domestic maritime trades
of the United States.
Pursuant to clause 3 of the Company’s
Articles of Association, the objective of
the Company is “to own and carry out
industrial business and other activities related hereto, including ownership of vessels,
capital management and other functions
for the group, as well as participation in or
acquisition of other companies.”
The function of the business purpose
clause is to ensure that shareholders
have control of the business and its
risk profile, without limiting the Board
or management’s ability to carry out
strategic and financially viable decisions
within the defined purpose. The Group’s
financial goals and main strategies are as
follows:
Be a preferred ship owning and lease
finance company in the Jones Act
market
Generate stable cash flow from long
term bareboat charters
Have a modern, safe and operationally
friendly fleet
Explore and invest in value creating
opportunities for our shareholders
Ensure an optimal use of capital
The board of directors defines clear objectives, strategies and risk profiles for the
Company’s business activities such that
the Company creates value for shareholders. The company has guidelines for how
it integrates considerations related to its

stakeholders into its value creation. The
board of directors evaluates these objectives, strategies and risk profiles at least
yearly. These objectives, goals, strategies
and risk profiles are presented in more
detail on page 10 of this report and in the
Board of Director’s report.
EQUITY AND DIVIDENDS
Equity
The Group’s book equity as of 31 December 2018 was USD 176.1 million
corresponding to an equity ratio of 21.6
percent. The Company’s Board of Directors frequently monitors the Company’s
equity level according to the Norwegian
Public Limited Liability Companies Act
Sections 3-4 and 3-5. As such, the Company regards the Group’s current equity
as sound. The Board of Directors also
monitors the Company’s capital structure
and ensures that the Company’s capital
structure is appropriate to AMSC’s objective, strategy and risk profile.
Dividends
American Shipping Company’s dividend
policy is included in the section “Shares
and shareholder information”, on [pages
70-72] of this annual report. The Company’s goal is that its shareholders shall,
over time, receive competitive returns
on their investment. Any payment of
dividend will be based upon the Group’s
earnings for the last year ended and other
factors, the financial situation at the relevant point in time and applicable restrictions under AMSC’s financial agreements
and applicable laws and regulations.

connection with the Company’s incentive
scheme for employees. The Board was
also granted an authorization to increase
the share capital in connection with
strengthening of the Company’s equity
capital or to raise equity capital for future
investments within the Company’s scope
of operations. The Board of Directors
has authorization to pay dividends, to
facilitate payment of dividends on a quarterly basis.
All of these Board authorizations are
valid up to the Annual General Meeting
in 2019.
EQUAL TREATMENT OF SHAREHOLDERS AND TRANSACTIONS WITH CLOSE
ASSOCIATES
The Company has a single class of shares,
and all shares carry the same rights in
the Company. However, the shares are
subject to certain ownership and voting
restrictions due to the fact that the Company is operating under an exception from
the U.S ownership requirement in the
Jones Act (see the Company’s Articles of
Association Section 8, which are available
on the Company’s web page).
Equal treatment of all shareholders is
crucial. If existing shareholders’ pre-emptive rights are waived upon an increase
in share capital, the Board must justify
the waiver. Transactions in own (treasury)
shares must be executed on the Oslo
Stock Exchange or by other means at the
listed price.

Board authorizations
The Board’s proposals for Board authorizations to increase the Company’s share
capital are to be limited to defined issues
and to be valid only until the next Annual
General Meeting.

If there are material transactions between the Company and a shareholder,
board member, member of executive
management, or a party closely related
to any of the aforementioned, the Board
shall ensure that independent valuations
are available.

The Annual General Meeting in 2018
granted an authorization to the Board
to purchase own (treasury) shares in

See information on transactions with
related parties in Note 18 to the consolidated accounts.
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SHARES AND NEGOTIABILITY
American Shipping Company’s shares
are freely negotiable. However, the
transferability of shares is subject to
certain voting and ownership restrictions
on “Shipping Operators” due to the fact
that the Company is operating under
an exception from the U.S ownership
requirement in the Jones Act. A “Shipping
Operator” is defined in the Company’s
Articles of Association as a person or
entity that operates any vessel for hire or
directly or indirectly controls, is controlled
by, or is under common control with any
company or person who operates any
vessel for hire. For further details, see the
Company’s Articles of Association Section
8, which are available on the Company’s
web page.
GENERAL MEETINGS
The Board encourages shareholders to
participate in its General Meetings. It is
the Board’s priority to hold the Annual
General Meeting as early as possible
after the year-end. Notices convening
General Meetings, with comprehensive
documentation relating to the items on
the agenda, including the recommendations from the Nomination Committee,
are made available on the Company’s
website no later than 21 days prior to the
General Meeting. The deadline for shareholders to register to the shareholders’
meetings is set as close to the date of the
meeting as possible and the deadline for
registration may not expire earlier than
five days prior to the date of the General
Meeting.
The notice materials include a thorough
explanation of all procedures for registration, voting and attendance. The proxy
form includes instructions for representation at the meeting through a proxy
and allows shareholders to nominate a
person who will be available to vote on
behalf of the shareholders. In addition,
to the extent possible, the proxy form
includes separate voting instructions to

be given for each matter to be considered
by the meeting. The shareholders may
also vote electronically in advance of the
General Meeting.
Pursuant to the Company’s Articles of
Association, the Chairman of the Board or
an individual appointed by the Chairman
of the Board will chair shareholder’s
meetings. Thus, the Articles of Association of the Company deviates from the
Code of Practice in this respect. Having
the Chairman of the Board or a person
appointed by her chairing the General
Meetings simplifies the preparations
for the General Meetings significantly.
Board members and the chairman of
the nomination committee are required
to attend General Meetings. The auditor
shall attend shareholders’ meetings
when items to be considered are of such
a nature that the auditor’s attendance is
regarded as essential.
The shareholders are invited to vote on
the composition of the Board of Directors
proposed by the Nomination Committee
as a group, and not on each board
member separately. Hence, the Company
deviates from the Code of Practice in this
regard as it is important to the Company
that the Board of Directors works in the
best possible manner as a team, and that
the background and competence of the
board members complement each other.

of Board members and members of the
Nomination Committee. The current
members of the Nomination Committee,
as elected by the General Meeting, are
Arild Støren Frick (chair) and Christine
Rødsæther.
The General Meeting of the Company
has adopted guidelines for the Nomination Committee. According to these
guidelines, the Nomination Committee
shall emphasize that candidates for the
Board have the necessary experience,
competence and capacity to perform
their duties in a satisfactory manner.
Furthermore, attention should be paid to
ensure that the Board can function effectively as a collegiate body. A reasonable
representation with regard to gender and
background should also be emphasized,
and the Nomination Committee should
present its nomination of Directors to the
Board, and also justify its nominations.
The guidelines for the Nomination Committee are available on the Company’s
website.

Minutes of General Meetings are published as soon as practically possible
via the Oslo Stock Exchange messaging
service www.newsweb.no (ticker: AMSC)
and on the Company’s website www.
americanshippingco.com.

The Chairman of the Nomination Committee has the overall responsibility
for the work of the committee. In the
exercise of its duties, the Nomination
Committee may contact, amongst others,
shareholders, the Board of Directors,
management and external advisors. The
Nomination Committee shall also ensure
that its recommendations are endorsed
by the largest shareholders. The Company will provide their shareholders with
information on how to submit proposals
to the Nomination Committee for
candidates for election to the Board of
Directors on the Company’s website.

NOMINATION COMMITTEE
Pursuant to American Shipping Company’s Articles of Association, the Nomination Committee recommends candidates
for members of the Board of Directors.
The Nomination Committee also makes
recommendations as to remuneration

BOARD OF DIRECTORS:
COMPOSITION AND INDEPENDENCE
Pursuant to the Company’s Articles of
Association and corporate governance
policy, the Board comprises between
three and nine members, which are
elected for a period of two years. Further,
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up to three shareholder-elected deputy
board members may be elected annually.
The Chairman of the Board is elected
by the General Meeting. The Board may
elect a Deputy Board Chairman.
The majority of the shareholder-elected
Board members are to be independent of
the Company’s executive management,
its significant business associates and its
significant shareholders. Representatives
of American Shipping Company’s executive management shall not be board
members. The current composition of the
Board is presented on [page 12] of this
annual report, which also includes the
board members’ expertise, capabilities
and independence. The current members
of the Board are Annette Malm Justad
(Chairman), Peter Knudsen and Kristian
Røkke. Two of the three members of the
Board are independent of the Company’s
significant shareholders and significant
business associates. The Company encourages the board members to invest in
the Company shares, and the shareholdings of the board members are presented
in Note 17 to the consolidated accounts.
The board members represent a combination of expertise, capabilities, and
experience from various finance, industry,
and non-governmental organizations.
Based on the current board members’
experience and expertise, the Board functions effectively as a collegiate body.
One of the three shareholder-elected Board
members are up for election in 2019.
THE WORK OF THE BOARD OF
DIRECTORS
The Board has adopted informal guidelines
that regulate areas of responsibility, tasks,
and division of roles of the Board, Chairman, and CEO. These instructions also feature rules governing Board schedules, rules
for notice and chairing of Board meetings,
decision-making rules, the CEO’s duty and
right to disclose information to the Board,

professional secrecy, impartiality, and other
issues. In general, four ordinary board
meetings are convened each year, with one
meeting held every quarter.
To ensure a more independent consideration of matters of a material nature
in which the Chairman is, or has been,
personally involved, the Board’s consideration of such matters should be chaired
by another member of the Board. The
Board itself assesses the need to elect a
deputy chairman.
The Norwegian Public Limited Liability
Companies Act requires that companies
listed on a regulated market shall have
an audit committee. Due to the small
size of the Company’s Board, the entire
Board of Directors acts as the audit
committee, thus the Company deviates
from The Code of Practice in this respect.
The majority of the members of the audit
committee are independent of the Company’s operations.
With the exception of the audit committee, the Board has not deemed it necessary to establish other board committees
at this time. The Board has considered
appointing a remuneration committee in
order to help ensure thorough and independent preparation of matters relating
to compensation paid to executive personnel. However, due to the small size of
the Board and since no members of the
executive personnel are also members
of the Board of Directors, the Board does
not deem it necessary to appoint a remuneration committee at this time. If the
Board decides to appoint a remuneration
committee, the membership of the committee shall be restricted to members of
the Board who are independent of the
Company’s executive personnel.
American Shipping Company has prepared
guidelines designed to ensure that members of the Board of Directors and executive management notify the Board of any

direct or indirect stake they may have in
agreements entered into by the Group.
The Board evaluates its own performance
and expertise once a year.
RISK MANAGEMENT AND
INTERNAL CONTROL
The Board is to ensure that the Company
maintains solid in-house control practices
and appropriate risk management systems tailored to the Company’s business
activities and its values and ethical
guidelines. The Board annually reviews
the Company’s most important risk areas
and internal control systems and procedures, and the main elements of these
assessments are mentioned in the Board
of Directors’ report.
Audit Committee
The Audit Committee has reviewed the
Company’s internal reporting systems,
internal control and risk management
and had dialogue with the Company’s
auditor. The Audit Committee has also
considered the auditor’s independence.
AMSC’s financial policies ensure follow-up of financial risk. Key targets are
identified by the Board and management
to ensure timely control of currency
exposure, interest rate exposure and
compliance with loan covenants.
Financial Statement Close Process
Consolidation and control over the
financial statement close process is the
Controller’s responsibility. The Company’s
current business includes bareboat chartering of its ten vessels and therefore
means that the activities of its employees are managing the financing of vessels
and overhead. The Company has a small
organization with three employees, who
all have direct communication with the
Board of Directors. Meetings between
management, the external auditor and
members of the Board, to identify significant accounting issues or other issues
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are held prior to completion of the annual
report and in connection with management’s reporting to the Audit Committee.
The purpose of these meetings is to
focus on new and amended accounting
principles or other issues in the financial
statements. Financial results and cash
development are analyzed and compared
to the budget by the CFO and Controller
and reported to the Board monthly.
Because of the inherent segregation of
duties matters caused by having only
three employees, special actions have
been implemented. In Norway, disbursements are managed by accounting
services purchased from an accounting
firm, with normal control procedures in
place such as management approval of
invoices for payment and two signatories
required for payments.
The Board of Directors approves the
Company’s yearly budget and reviews deviations to the budget on a monthly basis.
REMUNERATION OF
THE BOARD OF DIRECTORS
Board remuneration is to reflect the
Board’s responsibility, expertise, time
spent, and the complexity of the business. Remuneration does not depend on
American Shipping Company’s financial
performance and the Company does not
grant share options to the board members. Board members and companies
with whom they are associated must not
take on special tasks for the Company
beyond their Board appointments unless
such assignments are disclosed to the
full Board and remuneration for such additional duties is approved by the Board.
The Chairman and the Board of Directors
have not received benefits other than
directors’ fees.
Additional information on remuneration
paid to board members for 2018 is
presented in Note 17 to the consolidated
accounts.

REMUNERATION OF
EXECUTIVE MANAGEMENT
The Board has adopted guidelines for
remuneration of executive management
in accordance with the Norwegian Public
Limited Company Act section 6-16a. Salary and other remuneration of American
Shipping Company’s CEO are determined
by the Board of Directors.
The Board’s guidelines for remuneration
of executive management will be made
available as a separate appendix to the
agenda for the Annual General Meeting.
The statement will include information
on which aspects of the guidelines are
advisory, and which, if any, is binding. The
shareholders will be able to vote separately on these aspects of the guidelines.
INFORMATION AND COMMUNICATIONS
The Board of Directors has established
guidelines for the reporting of financial
and other information and is based on
openness and on equal treatment of
shareholders, the financial community,
and other interested parties. The
long-term goal of American Shipping
Company’s investor relations activities is
to ensure the Company’s access to capital at competitive terms and to ensure
shareholders’ correct pricing of shares.
These goals are to be accomplished
through correct and timely distribution
of information that can affect the Company’s share price; the Company is also
to comply with current rules and market
practices, including the requirement
of equal treatment. All stock exchange
notifications and press releases are made
available on the Company’s website
www.americanshippingco.com; stock
exchange notices are also available from
www.newsweb.no. All information that
is distributed to shareholders is simultaneously published on American Shipping
Company’s website. The Company’s
financial calendar is also found on [page
4] of this annual report.

TAKE-OVERS
The overriding principle is equal treatment of shareholders. The principles
are based on the bidder, the Company
and the management all having an
independent responsibility for fair and
equal treatment of the shareholders in a
takeover process, and that company operations are not unnecessarily disturbed.
It is the responsibility of the Board to
ensure that the shareholders are kept
informed and that they have reasonable
time to assess the offer.
Unless the Board has particular reasons
for so doing, it will not take steps to
prevent or obstruct a take-over bid for
the Company’s business or shares, nor
use share issue authorizations or other
measures to hinder the progress of the
bid, without such actions being approved
by the shareholders’ meeting after
the takeover offer has become public
knowledge.
If an offer is made for the Company’s
shares, the Board will make a statement
to the shareholders that provides an
assessment of the bid, the Board’s
recommendations, and reasons for these
recommendations. If the Board cannot
make a recommendation to the shareholders, the Board shall explain their
reasoning for no such recommendation.
For each bid, an assessment will be made
as to the necessity of bringing in independent expertise. In a situation where
a competing bid is made and the bidder
has a connection to any member of the
Board or executive personnel, or if the
bidder is a main shareholder, the Board
shall seek an independent valuation. The
valuation is to be recorded in the Board’s
statement.
Transactions that have the effect of sale
of the Company or a major component of
it are to be decided on by shareholders at
a shareholders’ meeting.
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AUDITOR
The auditor will make an annual presentation to the Board of a plan for the
auditing work for the year. Further, the
auditor is to provide the Board with an
annual written confirmation that the
requirement of independence has been
met.
The auditor participates in at least one
Board meeting annually, including the
meeting prior to the Annual General
Meeting. At this meeting, the auditor
reviews any material changes in

the Company’s accounting policies,
comments on any material estimated
accounting figures and reports all
material matters on which there has
been disagreement between the auditor
and the executive management of the
Company. The auditor also presents to
the Board a review of the Company’s
internal control procedures, including
identified weaknesses and proposals for
improvements.
One meeting a year is held between the
auditor and the Board, at which no rep-

resentatives of executive management
are present. Auditors are to provide the
Board with an annual overview of services other than auditing that have been
supplied to the Company. Remuneration
for auditors, presented in Note 3 to the
consolidated accounts, is stated for the
four categories of ordinary auditing, other
attestation services, tax assistance and
other assurance services. In addition,
these details are presented at the Annual
General Meeting. The auditor has provided the Board of Directors with written
confirmation of its independence.
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