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CEO Letter

Danske Commodities

NEW OWNERSHIP, NEW
OPPORTUNITIES AFTER
ANOTHER RECORD YEAR

Danske Commodities delivered
record-high annual results, gen
erating EBIT of EUR 72 million,
and the Company's new ownership
adds financial strength and new
commercial opportunities for the
years to come.

I am pleased to present Danske Commodities’ 2018
Annual Report. It has truly been an exceptional year for
our company; we captured opportunities in favourable
market conditions and delivered the strongest financial
results in company history. At the same time, 2018 marked
the beginning of a new journey for Danske Commodities.
We launched a new three-year corporate strategy and
were acquired by Equinor, the Norwegian multinational
energy company. Becoming a part of Equinor gives us new
opportunities to develop our business on a global scale.

The results underpin the scalability of our business
model and they show our ability to keep a stern focus
on developing our business across the entire value chain.
Through increased automation and digitalisation, the
people of Danske Commodities applied their highly specialised skill sets, advanced our platform and delivered
extraordinary results.
NEW OWNER – STILL DANSKE COMMODITIES

As announced in July 2018, Danske Commodities has been
acquired by Equinor. The acquisition combines Danske
Commodities’ leading market presence and expertise
in energy trading with Equinor’s leading position in gas,
growing renewables portfolio and strong balance sheet.
This is a transaction that strengthens both companies.
For Equinor, it supports the company’s move from an
upstream oil and gas company to becoming a broad energy
company with added focus on renewables.

Danske Commodities will be an enabler for this ambition
through our expertise in short-term energy trading, our
scalable trading platform and our talented workforce.
For Danske Commodities, Equinor will strengthen the
Company’s financial position, provide opportunities
for global expansion and enable further investments in
data and automated trading. As part of the transaction,
Equinor will transfer all power and certificates trading
activities to Danske Commodities, including balancing
and optimisation of renewable assets.
Danske Commodities will continue to operate under our
own name and brand, with the same people and with the
same Challenge. Compete. Repeat.-mindset.

STRONG VOLUME, REVENUE AND PROFIT PERFORMANCE

SUCCEEDING IN FUTURE ENERGY MARKETS

In volatile energy markets characterised by extreme
weather conditions in 2018, Danske Commodities benefitted from its short response time and efficient operational setup, generating EBIT of EUR 72 million, an
increase of 28% on 2017. The performance was driven
by a significant increase in volumes traded and higher
energy prices, enabling us to grow our revenue by 71%
from EUR 5,472 million in 2017 to EUR 9,377 million in
2018. Gross profit was up 19% to EUR 123 million, while
the cost base increased slightly due to a higher activity
level and an increased average number of employees.

Looking ahead, we see energy trading becoming more
like the financial markets. The growth of renewables
and the increasing electrification of the energy system
will drive higher liquidity and lower trading margins.
The winners will be those that can significantly scale their
volumes while lowering their cost per trade and building capabilities to handle the exponential growth in data.
To succeed in future energy markets, we launched a
new three-year corporate strategy in 2018 called 'LEVEL
UP', devised to advance Danske Commodities to the
next level of energy trading.

2018 marked the
beginning of a new
journey for Danske
Commodities.
— HENRIK LIND, CEO

With 'LEVEL UP', we aim to:
■	
Become the most attractive energy trading
company to work for
■ E xcel in core business areas and position
for future growth
■ Realise the full potential of being part of Equinor
■ Accelerate the digitalisation of our business
■ Expand outside European markets
OUTLOOK: STRONGLY POSITIONED TO CAPTURE
NEW OPPORTUNITIES

The 2018 financial results significantly exceeded our
expectations thanks to our agility and fast response to
extreme weather conditions not foreseen by the markets.
While this is not expected to be repeated in 2019, the
coming years will be exciting and transformative for our
company. The strategy is devised to advance our company to the next level and with Equinor on board, Danske
Commodities is strongly positioned to capture the
opportunities that lie ahead.
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Danske Commodities

HIGHLIGHTS OF THE YEAR
+28%

62

106

GROUP FIGURES EUR ’000

50

56
78
65
34

2018

EBIT (EURm)

2014

EQUITY (EURm)

2016

2015

2014

9,376,686

5,471,723

3,320,551

2,936,265

2,518,761

123,472

103,439

84,709

82,071

75,689

71,826

55,923

33,746

30,185

9,083

-233

4,396

-40

467

-157

Profit before tax (EBT)

71,593

60,319

33,706

30,652

8,926

Profit for the year

55,967

47,193

26,005

23,384

6,961

373,271

361,962

290,772

271,905

204,127

76,235

105,855

83,795

77,518

64,622

Cash flow from operating activities

50,490

28,830

20,175

50,323

7,295

Cash flow from investing activities

-4,691

-4,174

-5,072

-3,913

-4,075

– hereof investments in property,
plant and equipment

-2,058

-130

-749

-694

-2,952

Income statement

33

Revenue
Gross profit
Profit before financial income
and expenses and tax (EBIT)

10
2017

2017

76

32

2016

2018

84

9

2015

FINANCIAL HIGHLIGHTS AND RATIOS

Return on equity
in 2018

72

2014

7

62%

Increase in EBIT
in 2018

30
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Net financials
2015

2016

2017

2018

Return on equity (%)

Balance sheet
Balance sheet total
Equity

The growth adventure for Danske Commodities continues to unfold.
Through its scalable business model, Danske Commodities delivered
the second consecutive record year of growth in all key parameters,
driving EBIT to an extraordinary EUR 72 million.
Not only was 2018 a record year for Danske Commodities,
it was also the fourth consecutive year of EBIT growth.
The improvement was explained by the EUR 20 million
increase in gross profit to EUR 123 million, whereas costs
were up by only EUR 4 million. The trend of narrowing
margins continued in 2018, but Danske Commodities'
ability to scale volumes was key to maintaining growth.
Based on volume growth and higher energy prices,
revenue increased to EUR 9,377 million.
In addition to the growth in profit, the extraordinary
performance in 2018 was driven by extreme weather
conditions during the year, with the Siberian cold winter
in the first quarter as one example. The significant growth
in both revenue and gross profit was related to these
events, as Danske Commodities utilised its agile and lean
setup to capitalise on opportunities in the market.
The rapid growth was supported by an increase in the
average number of employees for the first time in five
years. Staff costs along with amortisation, depreciation
and impairment were the main contributors to the 9%
increase in total costs.

Free cash flow about doubled compared to 2017 and
ended at EUR 46 million in 2018, with the impressive
profit for the year as the primary driver. By consecutively
delivering strong free cash flows and maintaining a
solid cash position, amounting to EUR 70 million at 31
December 2018, Danske Commodities has truly built
a solid foundation.

Cash flow statement

45,799

24,656

15,103

46,410

3,220

Cash flow from financing activities

Free cash flow

-85,634

-25,647

-19,978

-10,732

-16,926

Change in cash and cash equivalents for the year

-39,835

-991

-4,875

35,678

-13,706

69,545

107,768

104,275

110,738

76,844

Cash and cash equivalents

Ratios in %

Return on equity was a record-high 61.5% in 2018. The
significant increase compared to 2017 was explained
by the strong profit for the year in 2018 combined with
the lower equity resulting from the optimisation of the
Company's balance sheet as part of the preparation for
the sales process.
Supported by strong performance in 2018, a proven
scalable business model and becoming a part of the
Equinor family, Danske Commodities stands ready
to 'LEVEL UP' and meet the challenges in the rapidly
changing energy markets.

Gross margin

1.3%

1.9%

2.6%

2.8%

3.0%

EBIT margin

0.8%

1.0%

1.0%

1.0%

0.4%

Scalability

58.2%

54.1%

39.8%

36.8%

12.0%

Return on assets

19.2%

15.4%

11.6%

11.1%

4.4%
12.4%

Return on capital employed

77.1%

57.5%

40.8%

40.9%

Equity ratio

20.4%

29.2%

28.8%

28.5%

31.7%

Return on equity

61.5%

49.8%

32.2%

32.9%

10.0%

Average number of employees

267

262

272

297

392

Number of employees, end of year

295

290

279

299

360

The ratios have been prepared in accordance with the definitions set out in note 25 to the Financial Statements.
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BUSINESS MODEL

Danske Commodities

TRADING EXPERTISE,
TAILOR-MADE SERVICES

Danske Commodities has built a successful business
of trading power and gas across borders. The Company’s
trading activities cover time-delimited markets from
forward to day-ahead and intraday. Using comprehensive
data sets, analytical capabilities, automation and deep
market knowledge, Danske Commodities holds a leading

position in short-term power and gas trading. In addition,
the Company uses its market expertise, broad market
footprint and 24-hour trading setup to support customers
through tailor-made services for renewables producers,
conventional assets and energy suppliers.

9

TRADING

FORWARD MARKET

Customers benefit from individual solutions, extensive market
coverage and around-the-clock availability.

BUSINESS MODEL

Annual Report 2018

■	
Forward power and gas trading,
covering different derivative products
(futures, options, spreads)
■	
Trading products with yearly to daily
maturities
■	
Trading products with different load
profiles (base, peak, profile)
■	
P hysical and financial settlement
via standard or structured contracts
■	
Booking of long-term capacities
■	
Active on Europe’s major energy
derivative exchanges and trading
through large bilateral network

DAY-AHEAD MARKET

■	
Day-ahead power and gas trading
■	
Active in all major day-ahead markets
in Europe
■	
Huge trading network across Europe
■	
P hysical settlement of contracts
■	
Daily dispatching and scheduling of
power and gas flows to national transmission system operators (TSOs)

INTRADAY MARKET

■	
Intraday power and within-day gas
trading
■	
Trading 24/7/365
■	
Trading from 24 hours to 15 minutes
before delivery
■	
P hysical settlement of contracts
■	
Active in all major intraday/within-day
markets in Europe

■	
Booking of short-term capacities

■	
Booking of short-term capacities

■	
In-house meteorologists combined
with advanced forecasting models

■	
Automated trading and dispatching

RESOURCES
DATA

RISK MGMT.

PEOPLE

TECHNOLOGY

FINANCIALS

Weather, market,
price, consumption
and capacity data

Mature risk management setup and top-tier
ETRM system

High performing
energy market
specialists

Trading tools, IT infrastructure and risk
management systems

Proven record with
strong equity ratio
and high liquidity

SERVICES

CORE BUSINESS

Renewables

Market
Analysis

Scheduling
& Nomination

SERVICES

TRADING

Forward Trading

Day-Ahead Trading

Conventionals

RENEWABLES

■	
Management of a portfolio of +550 MW

■ + 43 TWh under management

■	
Power Purchase Agreements (PPAs)
on both standard and individually
structured terms

■	
P roduction management and balancing
(forecasting, scheduling and reporting)

■	
Consumption management and balancing
(forecasting, scheduling and reporting)
on a 24/7 basis

■	
Tailor-made hedging services from
day-ahead and up to 10 years
Supply

■	
Trading in all relevant renewable energy
certificates such as GOOs, El-Certs,
ROCs and REGOs
■	
P articipation in the market for ancillary
services

VALUE CREATED
KNOWLEDGE

MARKET

SOCIETY

ENVIRONMENT

FINANCIAL

Competence building
and expertise

Competitive prices
and market efficiency

Job creation and tax
contributions

Reduced carbon
emissions

Risk management
for customers

SUPPLY

■	
Management of a portfolio of +5,900 MW

■	
P roduction management and balancing
(forecasting, scheduling and reporting)
with 24/7 market access

Intraday Trading

CONVENTIONALS

■	
P roduction optimisation of heat and
power
■	
Hedging of fuels, subsidies and output to
minimise price sensitivity and stabilise
cash flows
■	
Trading of all relevant certificates such
as EUAs, EUAAs and CERs
■	
P articipation in primary, secondary and
tertiary markets for ancillary services
■	
2 4/7/365 monitoring software available
on computers, smartphones and tablets

■	
C onsumption optimisation, turning
market volatility into an advantage
■	
Hedging solutions tailored to the specific
consumption profile, ensuring optimal
risk coverage
■	
Trading in all relevant certificates,
either in the market or directly from
the renewables assets

10 Business model
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MOVING ENERGY
ACROSS BORDERS

38

Active power markets

22

Danske Commodities realises the full potential
of energy resources by offering energy-related
services to customers and trading power and
gas in European energy markets.

Active gas markets

271

TWh
Power traded in 2018

DENMARK

536

TWh
Gas traded in 2018
UNITED KINGDOM

89

GERMANY

Accessible
interconnectors

BENELUX

AUSTRIA
FRANCE

ITALY
ACTIVE ON 30 EXCHANGES

Renewables

Power grids
Gas pipes

Supply

Conventionals

Borsa Istanbul, TR
BSP SouthPool (SP), SI
Central Eastern European Gas Exchange (CEEGEX), HU
Central European Gas Hub (CEGH), AU
Croatian Power Exchange (CROPEX), HR
European Energy Exchange (EEX), DE
European Power Exchange (EPEX SPOT), FR
Energy Exchange Austria (EXAA), AU
Energy Exchange Istanbul (EPIAS), TR
Gaspoint Nordic, DK
Gestore Mercati Energetici (GME – IPEX), IT
Hungarian Power Exchange (HUPX), HU
Hungarian Derivative Energy Exchange (HUDEX), HU
ICE Endex, NL
ICE Futures Europe, UK

Independent Bulgarian Energy Exchange, (IBEX), BG
LAGIE (HEMO), GR
MEFF, ES
MIBGAS, ES
Nasdaq OMX Europe, NO
Nord Pool (NP), NO
OKTE, SK
OMIE, ES
OMIP, PT
OPCOM, RO
OTE, CZ
PEGAS, FR
Polish Power Exchange (TGE / POLPX), PL
SEMO/SEMOpx, IL
SEEPEX A.D., RS

12 insight — automated trading
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INSIGHT

THE RISE OF
ALGORITHMS
A rapid increase in digitalisation is changing the energy trading industry.
The historical practice of trading by commercial intuition, supported by
limited analytics, is being replaced by more data-driven, machine-based
trading, utilising algorithms. Here, Danske Commodities’ Head of
Automated Trading, Thor Kalstrup, and Head of Intraday Power Trading,
Anders Kring Jensen, reflect on the new opportunities and challenges
this entails for companies such as Danske Commodities.

Automated trading covers so-called decision algorithms
that place orders directly in the market, execution algorithms that create orders in a management system for
human traders to approve and more traditional supporting
tools like automatic signalling, where human traders act
on signals given by a computer.
Danske Commodities has always been an early adopter
of new technologies, including robotics and algorithms,
and today we utilise all of the above solutions to increase
our execution speed, heighten the quality of our decisions
and reduce cost per trade.

As digitalisation changes the industr y, it also entails
changes to the demographics of Danske Comm odities.
In addition to establishing a dedicated automated trading
team to anchor the digitalisation transformation, we
encourage and train our traders to grasp the changes of
their roles. To that end, we have onboarded data scientists,
quantitative analysts, information specialists and mathematicians who possess strong digital, programming,
financial and mathematical skills. As a result, we now
have more than 60 people working directly on data processing and data analysis.

As an example, we can combine live SCADA data directly
from a wind turbine or a solar panel with a vast amount
of weather data, and based on this collective information,
a decision algorithm can place orders in the market. This
is done faster, more accurately and at a lower cost than
a human trader would be able to.
IT EXPERTS AND TRADERS UNITE

Contrary to common perception, automated trading does
not marginalise human trading skills. Rather, it calls for
these skills to gradually evolve. Historically, a trader’s
focus has been on execution, but the focus now moves
towards specialising in providing input to automatic trading
strategies in close collaboration across several IT and
trading functions. A successful strategy for automated
trading relies on the deep market knowledge of the trader
in combination with expertise in complimentary disciplines
such as machine learning, meteorology and business
intelligence.

A successful strategy
for automated trading
relies on the deep
market knowledge of
the trader.

Strategy 15
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TRANSITION
TO NEW
REALITIES

Energy markets are undergoing significant changes. To ensure longterm success, energy trading companies like Danske Commodities must
adapt to new drivers of change.
DECARBONISATION

DECENTRALISATION

The total share of renewable power generation, especially
wind and solar, in the EU has increased significantly.
The growth has been accelerated by lower production
costs and technology breakthroughs, making renewable
energy competitive with fossil fuels. Furthermore, coal
is being replaced by natural gas as the new marginal
energy supply to ensure grid stability. Lastly, emerging
technologies make it possible to exploit renewable
energy in other energy consuming sectors, such as the
heating and transport sector. At the same time, storage
of surplus renewable power is made possible through
battery technologies or by converting power to gaseous
energy carriers (e.g. hydrogen and methane).

In the transition towards renewable power production,
a shift is taking place from centralised producers to
small decentralised producers and local grids. Emerging
decentralised storage and aggregation technologies,
together with digitally enabled active prosumers, will
come to play a crucial role in providing additional flexibility to the electricity system.

DIGITALISATION
Digitalisation is changing the way commodities are
bought and sold in the marketplace, redefining traditional
sources of competitive advantages. Through smart grids,
big data, artificial intelligence, virtual power plants and
peer-to-peer trading, digitalisation unlocks new opportunities and a more interconnecting market emerges. In
addition, these technologies enable companies to access
and digest a growing amount of complex data.

LIBERALISATION
Major transformations are underway for the global energy sector, from growing electrification to the expansion
of renewables and globalisation of natural gas markets.
Global energy demand is expected to grow by more than
25% in the period to 2040. In addition, western countries
serve as a blueprint for emerging markets as they liberalise their energy markets to attract foreign investments,
expertise and to develop efficient markets.

COMPETITION
Incumbent energy companies are changing their business models towards greater specialisation driven by
decreasing margins, increased complexity and disruptive
market changes. At the same time, major oil and gas
companies are entering the power business to gain a
share in the growing market space driven by renewables
and electrification trends. All-in-all, energy markets
are facing greater competition leading to further specialisation and consolidation.

Danske Commodities
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NEW GROWTH JOURNEY
LIES AHEAD

Best year ever!

Acquired by Equinor

Automated trading
team established

56 EURm

Danske Commodities has built a solid business model focused
on short-term power and gas trading, while offering energy market
services to targeted customers. In 2018, the Company agreed to be
acquired by Equinor, unlocking new opportunities for growth.

72 EURm

16 Strategy

30 EURm
23 EURm
16 EURm

ADVANCE TO NEXT LEVEL
2019-2021

■
■
■
■
■
■

1 EURm

6 EURm

9 EURm

11 EURm

Founded in 2004, focus on
cross-border power trading

First certificate trade

22 EURm

Intraday trading
established

26 EURm

Nordic power
trading established

First long-term PPA

34 EURm

37 EURm

EBIT (EURm)

First gas trade

41 EURm

First Direktvermarktung
customers

2004

2005

BUILD PLATFORM
2004-2010

■
■
■
■

 eographical expansion
G
European power borders
Build platform for scale
Develop analytical edge

2006

2007

2008

EXPAND BUSINESS
2010-2014

2009

2010

■	
Strategy: 'Passion for Energy'
■	
European roll-out of power business model
■	
Develop origination business through customer portfolio
■ Scale business model into new commodities
(e.g. gas and certificates)

2011

2012

2013

2014

2015

CONSOLIDATE POSITION
2014-2015

2016

2017

■ Strategy: 'Regaining Momentum'
■ Organisational restructuring
■	
Consolidation of cost base and increased efficiency
■	
Implementation of IT systems with focus on scalability

2018

GROW POSITION
2016-2018

2019

Strategy: 'LEVEL UP '
Increase automated trading
Capture synergies with Equinor
E xpand renewables portfolio
Scale gas business
Grow outside Europe

2020

2021

■ Strategy: 'One Team. Creating Profitable Growth'
■ Targeted growth in core business segments
■ Improve scalability, operating efficiency and risk
management
■ Increase algo trading and sophisticated analytics

18 Strategy
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NEW REALITIES,
NEW STRATEGY:
LEVEL UP

OUR VISION
TRADING FOR AN EFFICIENT TOMORROW

OUR COMPANY CREED

With a new vision and three-year
corporate strategy, LEVEL UP,
Danske Commodities aims to
advance to the next level of
energy trading.

Over the past three years, Danske Commodities has
delivered record-high results both financially and in
terms of employee engagement by focusing on its core
business, strengthening operational excellence and
developing a clear company identity.
During the same period, energy markets have changed,
with gross margins tightening further. Hence, it is more
important than ever to grow scalability and traded volumes by continuing to digitalise the business, strengthening the risk management setup and attracting the
best people.

Danske Commodities challenges market inefficiencies
with international trade, moving energy from where
there is more than needed to where it is needed most.

We trade across borders, ensuring that energy markets
stay competitive, efficient and balanced. Every minute of
the day. Every day of the year.

As an agile energy trading house, we compete with
established players to bring freedom of choice and fair
energy prices to producers, suppliers and consumers.

We challenge.
We compete.
And then we repeat.

NEW VISION

The new vision,“Trading for an efficient tomorrow”, builds
on Danske Commodities’ company creed and cements
the Company’s position as a trading company with aspirations to bring competition to the energy markets.
LEVEL UP: 2019-2021

The new corporate strategy is called LEVEL UP, because
Danske Commodities aims to advance to the next level
of energy trading. With new owners comes new opportunities and through LEVEL UP, the Company delivers
a strategy that builds on its existing high-performance
core business, explores new opportunities for growth
and achieves the full potential of being a part of Equinor.
LEVEL UP sets a clear strategic direction for the years
ahead through six focus areas: three commercial quests
and three business enablers.
The corporate strategy aims to take Danske Commodities
to the next level by achieving these overall objectives.
In other words, LEVEL UP.

OUR COMMERCIAL QUESTS AND ENABLERS

QUESTS

EXCEL IN CORE

By extracting value from trading
price differentials across geographical borders and time-delimited
markets, we aim to leverage our
commercial strongholds in gas and
power and protect our leading position in short-term energy trading.

POSITION FOR GROWTH

To grow profit in energy markets
with decreasing margins, we want
to drive growth initiatives in new
or untapped geographies, products
and segments where we see significant business opportunities.

HARVEST SYNERGIES

By combining our short-term trading
expertise with Equinor’s leading
gas position, growing renewables
portfolio and strong balance sheet,
we want to capture and develop
synergies within power and gas.

ENABLERS

It is more important than
ever to grow scalability
and traded volumes by
continuing to digitalise
the business.

DIGITALISATION

To remain competitive for the longterm, we aim to improve speed
and decision-making quality by
increasingly applying advanced analytics, algorithms and automation
in pre-trade, trade and post-trade
processes.

RISK MANAGEMENT

By applying risk-adjusted performance evaluation, we want to make
risk-informed decisions and ensure
that risk capital is dynamically allocated to the business opportunities
with the best risk/reward ratio.

PEOPLE & CULTURE

To keep succeeding, we need passionate, highly talented and knowledgeable people. We commit to
strengthen people development,
foster our high performance culture
and recruit the needed capabilities
to support our growth ambitions.

insight — Renewable energy 21

In a world where renewables are no longer
subsidised, PPAs have
replaced government
assurance.

provider with a deep knowledge of and access to the energy
markets. Considering the speed with which the markets
are currently developing, a developer would want a partner
able to provide the needed assurance and one that is also
agile enough to capture new opportunities as they arise.
INSIGHT

PAVING THE WAY
FOR MORE RENEWABLE
ENERGY
In an increasing number of European markets, renewables are now
built without government subsidies. A few years ago this was unthinkable,
but economies of scale and technological advancement have paved the
way for this transition. Here, Danske Commodities’ Head of Origination,
Mikkel Kring, provides insight into a tremendous development that is
already changing the entire energy landscape and will continue to do so
in the years to come.

The rapid development of renewables creates both opportunities and challenges for the European power markets,
as renewable production by nature is intermittent, and
thus puts more stress on the grids and exposes investors
to previously unfamiliar risks, such as uncertainty related
to production output and daily forecasting and balancing.

The PPA has become a crucial part of ensuring the further
development of renewables, and the market is evolving
quickly with news being announced almost every week
about new subsidy-free assets being built on the basis of
a long-term PPA from a bankable off-taker. At Danske
Commodities, we are thrilled to be part of this journey towards a more sustainable future powered by renewables.

To mitigate some of those risk elements, the renewables
owner often enters into an agreement with a power offtaker such as Danske Commodities – a commercial contract called a Power Purchase Agreement or a PPA.
THE IMPORTANCE OF THE PPA

Previously, governments provided the needed revenue
assurance through subsidies, enabling developers to
obtain bank financing on order to build wind or solar farms.
In a world where renewables are no longer subsidised,
PPAs have replaced government assurance. In other
words, a PPA is essential for obtaining the needed revenue
assurance that will allow an investor to get financing and
in turn build a wind or solar park. PPAs often have a tenor
of +5 years, making it important to choose a bankable PPA

KEY FACTS HOW TO COMPARE THE COST OF ENERGY
A measure called 'levelised cost of energy' (LCOE) is used to compare the cost of energy produced by conventional and renewable
sources. LCOE estimates the average total cost to build and operate a power-generating asset over its lifetime divided by the total
energy output of the asset over that lifetime.
Levelised cost can be regarded as the average minimum price
at which electricity must be sold to break even over the lifetime
of the asset.

Danske Commodities

FINANCIAL
PERFORMANCE IN 2018
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Trading in gas and other minerals was the largest relative contributor to the 2018 revenue of EUR 5,594 million,
equivalent to 60% of total revenue, while power trading
generated EUR 3,783 million.

2018
2017
2016

GROSS PROFIT

In 2018, Danske Commodities profited from its fast
response time and scalable business setup as extreme
weather conditions were the main driver behind the 19%
growth in gross profit to EUR 123 million.
Suppressed margins have become a basic condition in
the energy markets that Danske Commodities operates
in, as reflected in the gross margin for 2018 of 1.3%, down
from 1.9% in 2017.

58%
Scalability in 2018

%

22 financial performance
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COSTS

Total costs increased in 2018, for the first time since
2014, as a consequence of the higher level of activity and
the first increase in the average number of employees
in five years.

In 2018, Danske Commodities lived up to the company creed 'Challenge.
Compete. Repeat.' by repeating another record year and exceeding the
2017 EBIT by more than 28% at an impressive EUR 72 million in 2018.
Danske Commodities’ continuous focus on operational
excellence was clearly reflected in the ability to grow
business activity at a low marginal cost. The operational
improvements were the result of strong performance,
harvesting the innovative and agile mindset and a clear
focus on the bottom line. During 2018, extreme weather
conditions created opportunities in the market, enabling
Danske Commodities to prove the potential of the Company's scalable operating model.

REVENUE

The energy market has become a low margin business
over the years, and growth in traded volumes has been
and will continue to be a prerequisite for succeeding in
the energy business. In 2018, Danske Commodities grew
its traded volumes significantly and together with higher
market prices, these were the drivers behind a 71% increase in revenue to EUR 9,377 million in 2018.

The number of employees increased during the year
to support the increase in activity, which was reflected
in an average number of employees of 267 in 2018 compared to 262 in 2017. As a result of the strong performance and fulfilment of KPIs, bonus pay-out went up
in 2018 compared to 2017, which together with the higher
average number of employees explains the increase
in staff costs to EUR 35 million in 2018. Staff costs are
expected to grow further during 2019 due to planned
onboarding of employees as well as improved benefit
schemes for all employees.
Amortisation, depreciation and impairment costs were
up by EUR 2 million in 2018 compared to 2017. The increase was mainly due to amortisation related to the new
improved Energy Trading and Risk Management (ETRM)
system. The system has been in use since January 2018
and replaced the proprietary solution that was fully
amortised in 2017.
EARNINGS

9,377
123

EURm gross profit
in 2018

103

5,472

3,321
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100

118

161

 Revenue (EURm)

153

 Power Price
Index (2016)*

2016

85

2.6

 Gas Price Index
(2016)**

1.9

1.3

*	German annual average
EPEX day-ahead
**	NCG annual average
VWAP day-ahead
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REVENUE AND PRICE INDEX

2018

123

 Gross profit
(EURm)

2017

2018

GROSS PROFIT AND GROSS MARGIN

5 4%

SCALABILITY — EBIT SHARE OF GROSS PROFIT

the year was entirely attributable to the impressive
increase in EBT to EUR 72 million. Profit for the year
was EUR 56 million, 19% up on 2017.
BALANCE SHEET AND EQUITY

Total assets amounted to EUR 373 million at 31 December 2018, EUR 11 million higher than at 31 December
2017. The increase in total assets and changes in the
composition of balance sheet items were due to normal
changes in trading patterns and to an enhanced focus
during the year on optimising working capital.

For the fourth year in a row, Danske Commodities
demonstrated the true scalability of the company, realising both top and bottom-line growth. For the first time
in several years, total costs and the average number
of employees both increased. The 9% increase in total
costs was far surpassed by the 19% growth in gross profit,
resulting in a 28% increase in EBIT to EUR 72 million.
The impressive EBIT is the highest ever in the history
of Danske Commodities and represents the completion
of the 'One Team. Creating Profitable Growth' strategy
period 2016-2018 in which EBIT grew by nearly 140%
since 2015.
The effect of net financial items on EBT was only minor
and EBT ended at EUR 72 million in 2018 compared to
EUR 60 million in 2017.

 Gross margin (%)
2016

58 %

EUR 16 million in tax on profit for the year in 2018 was
EUR 3 million higher than 2017. With an effective tax rate
of 22% in 2018 similar to 2017, the higher tax on profit for

The operational improvements are the result
of strong performance
across the organisation.
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Investment in associated companies amounting to
EUR 1 million explains the increase in total fixed assets
from EUR 14 million in 2017 to EUR 15 million in 2018.
Investments in intangible and tangible assets comprised
primarily next-phase investments in the ETRM system
and upgrading of the IT platform. As amortisation and
depreciation of intangible and tangible assets during the
year nearly equal the investments, total intangible and
tangible assets at 31 December 2018 were at the same
level as at 31 December 2017. Investments in the ETRM
system will continue during 2019 and 2020.
Inventories consisting of gas inventory were strategically
positioned at year-end 2018 to meet market needs for
flexibility in first quarter of 2019. This strategic position
and higher prices during 2018 compared to 2017 explain
the increase in inventory from EUR 10 million 31 December 2017 to EUR 38 million 31 December 2018.

Danske Commodities

72

56
62
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72

EURm EBIT
in 2018

50
34

32
 EBIT (EURm)
 Return on
equity (%)
2016

2017

2018

EBIT AND RETURN ON EQUITY

The cash position declined during 2018, ending at EUR
70 million. The composition of the items in net working
capital shifted significantly during 2018, but total net
working capital only changed by EUR 5 million. With no
significant changes in net working capital, the change
in cash position did not have any significant effect on
Danske Commodities' financial position.

46

46

EURm in free cash
flow in 2018

25
15

Trimming of the balance sheet during the year and the
related dividend pay-out led to a significant decrease
in equity, despite the positive effect of the profit for the
year. Equity at 31 December 2018 amounted to EUR
76 million, which combined with a higher balance sheet
total was reflected in an equity ratio of 20.4% in 2018,

At EUR 72 million for the
full-year 2018, we grew
EBIT for the fourth year
in a row. The extraordinary performance was
driven by our market
expertise, fast response
time and scalable business model.
— HELLE ØSTERGAARD KRISTIANSEN, CFO

 Free cash
flow (EURm)
2016

2017

2018

FREE CASH FLOW

9 percentage points less than in 2017. In spite of the significant changes to the Company's balance sheet, equity
ratio and cash position, Danske Commodities remains
a very solid business partner. The solid position will be
strengthened even further during 2019 by the inclusion
in the Equinor Group from 31 January 2019 and a capital
injection planned for 2019.
CASH FLOW

At EUR 50 million, cash flow from operating activities
was the highest in the history of Danske Commodities.
The cash flow was generated based on the impressive
profit for the year and negatively affected by a EUR 5
million increase in net working capital.
Investment activities in 2018 generated a cash outflow
of EUR 5 million. The outflow was primarily due to investments in intangible and tangible assets as well as
investments in newly established associated companies.
At EUR 46 million free cash flow was equivalent to 82%
of the profit after tax, which is considered satisfactory.

Cash and cash equivalents amounted to EUR 70 million
at 31 December 2018, a reduction of more than 30%
compared to 31 December 2017. The reduction can be
explained by the cash outflow from financing activities
of EUR 86 million, primarily related to the dividend payout. Part of the payment was related to the dividend
proposed for the 2017 financial year, while the rest was
related to the sales process of Danske Commodities
to Equinor.
INTERNATIONAL OPERATIONS

In 2018, Danske Commodities started trading in Australia
through its Australian subsidiary. Activities within new
product areas are investigated through the establishment
of a joint venture domiciled in Denmark with expected
international activities in both the Americas and Asia.
While new subsidiaries and activities represent new opportunities, Danske Commodities is continuously working
to streamline the core trading business in Europe, as
a Serbian subsidiary was liquidated during 2018, and the
Croatian subsidiary is under liquidation. The footprint in
Europe is still growing, and the closures will not affect the

level of activity. At the same time, preliminary steps were
taken towards scaling up on activities outside Europe.
OUTLOOK

2018 was a record year, more than exceeding expectations.
2019 is not expected to be affected by extreme weather
conditions similar to those affecting the impressive performance in 2018. Danske Commodities has many new
initiatives planned following the inclusion in the Equinor
Group and the financial performance in terms of EBIT for
2019 is expected to be similar to the 2017 performance.
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The Company has established a Risk Committee responsible for advising the Board of Directors on the risk
framework. To manage the full range of risks, Danske
Commodities operates a system with two lines of defence
and distinct responsibilities for each line, ensuring an
appropriate segregation of duties. The first line consists
of the managers and directors of the operational teams,
who are responsible for managing potential risks. This is
overseen by the risk management function, which acts
as the second line of defence.
In addition to the formal framework, a strong risk culture
is expected of all employees. Any breaches of policies
or mandates must be reported on a daily basis, as stated
in the breach management policy. Standardised reports
on risks and opportunities are prepared monthly and
presented to the Senior Management Group, the Risk
Committee and the Board of Directors.

Risk management is
anchored in the entire
organisation from the
Board of Directors
to the individual trader.
— JAKOB SØRENSEN, HEAD OF RISK MANAGEMENT

2018 IN BRIEF

A robust risk management framework is a prerequisite for managed
growth when operating in volatile energy markets. In 2018, Danske
Commodities took further steps to ensure top-tier risk management
by increasing the level of risk maturity by deploying a new ETRM
system and scaling up on IT security.

In 2018, there was a significant development in the risk
matureness level of Danske Commodities. With full
risk control in place, consistent valuation of all trading
products, implementation of risk measures across the
business, implementation of risk capital allocation and
frequent evaluation of risk-adjusted performance and
return-on-risk, the risk management function cemented
its dual role as a business guardian and a business
partner, delivering value-adding recommendations for
both operational and strategic decision making.

Danske Commodities has implemented a new top-tier
ETRM system, Allegro, which has replaced the legacy
proprietary solution. During Allegro's first year in operation, more than three million trades were processed
from deal capture to settlement. The benefits of the new
ETRM system are manifold and primarily stem from the
fact that the data structure has improved significantly.
This optimises straight-through processing of trades,
providing better efficiency, scalability and greater transparency for further analysis.

As part of the due diligence process related to the sale
to Equinor, the risk management function has been thoroughly vetted by an external consultant and other external
stakeholders. All policies, manuals and processes have
been assessed and the conclusion is that the Company
has a mature and effective risk management function.

A specific point of improvement was in Danske Commo
dities’ reporting, with risk reporting migrated to a Power
BI-solution. Valuation and computation methodologies
have been validated, resulting in a more robust and scalable reporting format with new and better functionality
responding to the increasing requirements for transpar
ency in performance numbers.

RISKS AND RISK MANAGEMENT

During 2018, Danske Commodities carefully managed
its risk profile. With an increase in traded volumes and
increased volatility in the first and fourth quarters,
usage of risk capital went up. This was in full alignment
with the Company’s strategic objectives and the risk
capital policy.

BOARD OF DIRECTORS

Danske Commodities is exposed to a variety of risks
through its daily trading activities. The risk strategy
supports Danske Commodities’ strategic objectives by
appropriately balancing risk and expected return.
This balance is enforced through risk capital allocation.
The definition and allocation of risk capital ensure a
clear alignment of the Company’s risk appetite with
the mandates allocated to its trading activities. Applied
risk is monitored continually, and daily, monthly and
quarterly reporting on exposure levels, thresholds, risk
measures and available headroom in the Company’s
risk capital ensure mature and consistent fulfilment
of its risk control responsibility.

RISK COMMITTEE

MAIN RISK CATEGORIES

Risk management at Danske Commodities covers the
following main risk categories:
■ Market risk
■ Credit risk
■ Operational and IT risk
■ Liquidity risk
■ Compliance risk
■ Legal risk

CEO MANDATE

RISK MANAGEMENT

RISK MANAGEMENT

Risk management is anchored in the entire organisation
from the Board of Directors to the individual trader.
The Board of Directors is responsible for the risk strategy,
including risk governance, risk monitoring and the overall risk appetite. Governance and organisation of risk is
encompassed in the Risk Management Framework,
owned and reviewed annually by the Board of Directors.

RISK OWNER

RISK OWNER

RISK OWNER

In addition, risk management at Danske Commodities
includes minimising the Company’s reputational and
strategic risks by aligning trading and business behaviour
with its corporate values. All major risk classes are
managed on a strong foundation of internal risk management manuals, which are aligned with the general risk
policy and specific policies.
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LIQUIDITY
RISK

Liquidity risk is the risk of Danske Commodities
not being able to meet its liabilities towards
counterparties.

CREDIT
RISK

Market risk is the risk that the value of open
positions may change as a result of fluctuating
market conditions.

Credit risk is the risk of financial loss resulting
from a counterparty failing to meet contractual
obligations.

Danske Commodities’ market risk arises in both commodity and financial markets where fluctuating energy
prices, production and consumption balancing, and foreign exchange rates constitute key risk factors. Due to
the potential impact on the Company’s earnings, Danske
Commodities continuously monitors and stress tests
volatility and commodity price developments. Market risk
is managed as set out in the Market Risk Policy and the
Market Risk Manual. The Market Risk Policy defines the
allowable products, regions and commodities whereas
the Market Risk Manual provides the specific mandates
within the overall market risk appetite. The market risk
appetite of Danske Commodities sets out the overall
risk limits defined as the allocated risk capital, and the
aggregation of the different mandates is kept within those
limits, ensuring that the Company monitors its risk
profile at all times. Open positions are only accepted if
mandates have been established. All open trading positions are monitored by a second line of defence in the
Risk Management team. All mandates across the business are reviewed regularly and updated to ensure that
they continue to comply with the overall risk appetite
and are in sync with changing market conditions. As part
of the monitoring process, Danske Commodities operates
several warning levels and stop-loss limits to ensure
timely action if a mandate is violated. Structured product
control, model validations and additional stress tests
and risk measures, such as Value-at-Risk and CashFlow-at-Risk, are used as an integral part of risk management for relevant products and activities. Foreign
exchange risk, to which the daily commercial business
is exposed, is mitigated and hedged on a daily basis using
a Value-at-Risk approach. As foreign exchange risk is
not a core business for Danske Commodities, a hedging
strategy anchored in the Treasury team is pursued to
mitigate the foreign exchange risk. Hence, currency risk
is an insignificant component of the overall risk appetite
at Danske Commodities.

Danske Commodities manages credit risk through
a clearly defined framework of policies and procedures
approved by the Board of Directors and defined by the
Risk Management team. The Company has taken out
credit insurance on the main portfolio of counterparties.
This reduces the risk of potentially uncovered credit
exposure. Thorough Know Your Customer (KYC) and
sanctions screening processes (as of Q4 2018) are performed according to the agreed policy. The financial
strength and creditworthiness of counterparties, who
are not covered by credit insurance, are assessed before
entering into any contract and on an ongoing basis
during the duration of individual contracts. If required,
additional security is requested from counterparties and
credit lines are monitored daily. The KYC process is
reviewed regularly, and sanctions screening is done on
a continual basis. Danske Commodities incurred creditrelated losses amounting to EUR 0.4 million in 2018.

OPERATIONAL
AND IT RISK
Operational risk covers the risk of financial loss
due to loss of systems availability, human error
or improper internal workflows.
Like most companies in the energy sector, Danske Commodities is dependent on reliable IT-systems. In 2018,
the IT team continued its on-going efforts to improve IT
risk exposures. This included actions on e-mail, logical
and physical access control and the roll-out of a cloudbased crisis and business continuity platform. Furthermore, the IT team began upgrading malware prevention
and detection to ensure that Danske Commodities can
match the evolving landscape of threats. In addition,
mandatory annual awareness training has been implemented for all Danske Commodities' employees.

Danske Commodities is considered to have low liquidity
risk, given the Company’s solid capital structure. Positive
cash flows from operations, cash reserves and undrawn
external credit facilities are key aspects that for several
years have ensured stable and adequate liquidity. Danske
Commodities measures its overall liquidity, consisting
of free liquidity, including cash collateral, other deposits
and forecasted cash flows, on a daily basis. In addition,
different liquidity outcomes are simulated through various
stress tests. The stress testing process analyses daily
forecasted liquidity against a minimum liquidity level,
enabling the Company to better manage liquidity reserves
and withstand extreme market movements at all times.

LEGAL
RISK
Contractual relationships with customers and
business partners bear the potential for legal risks.
Danske Commodities’ legal team focuses on proactive
legal work and contributes in a structured way to identifying, prioritising and managing legal risks and oppor
tunities in consultation with all support and business
teams in the Company. The legal team engages in the
on-going business activities and decision-making processes at an early stage and takes part in the approval
process for new products. By drafting and negotiating
well-balanced contracts in accordance with the legal
risk tolerance defined by the Board of Directors in line
with local legislation and practice in the markets in which
Danske Commodities operates, the Company conducts
risk assessment on an ongoing basis. As such, the overall level of claims and disputes are held at a minimum.
The legal counsels of Danske Commodities work closely
with professional external advisers when expert knowledge is required.

COMPLIANCE
RISK
Compliance risk is the risk posed to Danske Commodities’ financial, organisational or reputational
standing that could result from a failure to act in
accordance with laws, regulations and prescribed
standards.
Implementation of the General Data Protection Regulation (GDPR) was a key area in 2018. Gap analyses for
all teams were conducted and relevant actions were taken
to close the gaps. An awareness campaign was initiated
to ensure compliance throughout the organisation.
Information and guidance on the Regulation of Energy
Market Integrity and Transparency (REMIT) and the
Market Abuse Regulation (MAR) have been provided to
traders and other relevant staff through written guidelines, training sessions and frequent Q&A sessions with
the Company’s compliance officer. This is the foundation
for creating and maintaining a high level of awareness
of compliance risks. In 2018, Danske Commodities up
dated its processes in terms of anti-money laundering to
reflect the principles in the revised anti-money laundering
regulations and applies the principles when interacting
with counterparties and suppliers. Compliance reports
prepared on a regular basis provide the Senior Management Group, the Risk Committee and the Board of Directors with an updated status on compliance risks, ensuring
an ongoing dialogue on the continued development of
a strong compliance culture at Danske Commodities.

Danske Commodities
operates several warning
levels and stop-loss
limits to ensure timely
action if a mandate
is violated.
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INSIGHT

TAKING
EMPLOYEES
TO THE
NEXT LEVEL
The IDP is a series of meetings between an employee and
his or her immediate manager. While most meetings
between an employee and a manager, such as performance
reviews, concentrate on the tasks at hand or the shortterm development of the employee, IDP meetings focus
solely on the employee’s long-term vision and ideas for
his or her career and personal development ambitions –
looking years into the future, beyond the employee’s
current employment. As part of these meetings, a concrete
plan is mapped out for which steps the employee must
take to make his or her vision come true, and how Danske
Commodities can help through professional training, job
rotation, specialist and leadership courses or other
initiatives.
MEANINGFULNESS AND DIRECTION

We have studied research results within the field of
employee satisfaction and engagement, combining the
findings with our own knowledge of our employees to form
the backbone of our approach to people development. We
strongly believe that having a vision for where you want to
be and finding your true purpose has an enormous impact
on your engagement, motivation and job satisfaction.

Through tailormade, individual development plans, Danske Commodities
helps employees realise their professional potential and pursue their
career ambitions. Here, Danske Commodities’ Talent Development
Manager, Jonas Skovbjerg Hansen, explains why developing employees
is a strategic focus area for Danske Commodities.

Where do you see yourself in three to five years from now?
What will you be working with? Who will you be working
for? What kind of person do you want to be? Will you still
be with Danske Commodities? Or has your career brought
you to another company?
These are some of the questions our employees seek to
answer through the Individual Development Plan (IDP)
that Danske Commodities offers to all permanent staff
– questions that more than half of our people completed
during 2018 or are in the process of completing.

75% of our employees belong to Generation Y – a generation born between 1980-1994. A common denominator
for Generation Y is the need for having a clear direction,
a strong focus on personal and professional development,
and a need for seeing a greater purpose in their job, other
than just bringing home the monthly pay cheque. This is
what we aim to provide through the IDPs.
The IDP process opens for insight and honesty between
manager and employee. While the manager gets a clear
picture of the needs and wishes of his or her employee,
the employee gets a clear picture of what Danske Com
modities can offer, thereby aligning expectations on how
both parties can benefit the most from the working relationship in the years to come.
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THE DC PEOPLE IN NUMBERS

14%

STUDENT EMPLOYEES

INTERNATIONAL EMPLOYEES

17
%

WOMEN

MEN

23

%

HAS A PHD OR MASTER’S DEGREE

SPEAKS THREE LANGUAGES OR MORE

As an energy trading company, Danske Commodities turns data into
knowledge and knowledge into business. To do so, learning never
stops and development opportunities are always evolving.
In 2018, Danske Commodities accelerated people growth
by establishing an in-house university, introducing Individual Development Plans (IDPs), strengthening trading
expertise and implementing several initiatives aimed at
talent development.
PEOPLE DEVELOPMENT AT THE FOREFRONT

295

50%

52%
5 8%

Employees at DC

YOUNG VISIONARY MINDS CHALLENGE CURRENT
PRACTICES

When it comes to the trading floor and all other functions
at Danske Commodities, talented students are a vital
part of the day-to-day operations and significant contributors to the success of the Company. Student employees
make out 14% of the workforce and are employed in front,
middle and back office teams. These young visionary
minds challenge current practices and add new knowledge, keeping Danske Commodities fiercely competitive.
As such, student employees enjoy the same benefits as
the rest of their colleagues, they are invited to an informal
dinner with the Senior Management Group and they
participate in an annual DC Students Day to learn, share
knowledge and network. Consequently, having skilled
students provides the Company with a valuable talent
pipeline and today, 20% of all full-time employees are
former student employees.

73

%

%

INCREASING EXPERTISE ON THE TRADING FLOOR

For Danske Commodities, people development is about
both personal and professional growth. In 2018, the
Company focused on strengthening trading performance
by providing traders with a tailor-made toolbox of instruments to build a strong trading mindset and create equally
strong results. The Trading Expertise project includes

HAS AN INDIVIDUAL DEVELOPMENT PLAN

77

People are Danske Commodities’ greatest asset. That
has been the case for the past 14 years and will continue
to be so going forward. Operating in a highly competitive
energy business, Danske Commodities relies on having
the best and brightest people to challenge the status quo
and introduce new and smarter ways of working. To protect and grow the most important asset, people development was a top priority in 2018. DC University, an in-house
hub for knowledge, offered more than 60 courses. IDPs
were introduced to outline development opportunities and
career aspirations during and after an employee’s time
with Danske Commodities. By the end of 2018, 50% of all
full-time employees were engaged in the IDP process.
And with a top-in-class Global Employee Engagement
(GELx) index score of 79, employee satisfaction and motivation have never been higher.

mental and physical training, dietary advice, meteorology
training, compliance training, money management, mentoring and even meditation; all initiatives available for
each trader to design an individual approach, increasing
his or hers trading expertise. After launching the Trading
Expertise project, 81% experienced that they became
better traders as a consequence of the programme.

PARTICIPATED IN DEVELOPMENT TRAINING

By the end of 2018, 50%
of all full-time employees
were engaged in the
IDP process.
Skills
Employees

People 35

Annual Report 2018

Being a software developer at DC makes
my days so challenging and fun that I often
enjoy what I do so much that I have to set
an alarm to go home on time.
— SARA LÓPEZ, JUNIOR SOFTWARE DEVELOPER

BUILDING STRONG LEADERS

AMBITIONS FOR THE FUTURE

Of course, young talents need experienced leaders.
In recent years, Danske Commodities has matured its
management setup and successfully implemented a
set of strong management principles. In 2018, the Company introduced new initiatives to further ensure strong
leadership – present and future. First, all managers
undergo continuous training to help them excel as leaders.
Second, a flexible feedback setup was implemented,
with 1:1s between managers and their teams to ensure
that employees are engaged and equipped to fulfil their
responsibilities. Third, a high potentials programme was
introduced to identify future leaders and prepare them
for new roles, which can contribute to retaining highperforming and experienced employees and securing the
next generation of strong leaders at Danske Commodities.

In 2018, the Company also launched 'LEVEL UP', a new
three-year corporate strategy. The strategy aims to
advance Danske Commodities to the next level and to do
so, people are identified as a key enabler to support the
commercial and organisational growth of the Company.
As a result, targeted employer branding will be necessary
to build a diverse and skilled workforce.
With LEVEL UP, Danske Commodities also aims to be
the most attractive energy trading company to work for.
As such, the Company will continue to grow people
capabilities through training and development initiatives.
This will include building a strong pipeline of next gen
eration leaders and specialists to ensure qualified successors for all key positions and management roles.
Another important ambition for the future is realising
the full potential of being acquired by Equinor. The acquisition is not only a game changer for Danske Commodities’
business but also for its people. Becoming a part of an
international energy heavyweight means new expertise
and more career opportunities; in addition to having
20,000 new colleagues, the people of Danske Commodities will have the opportunity to approach new professional challenges and gain access to Equinor’s internal
job market.
True to the spirit of Danske Commodities, neither ambitions nor opportunities are scarce.

KEY FACTS SARA LÓPEZ
Sara López is a 20-year-old junior software developer, studying
Information and Communication Technology (ICT) Engineering at
Aarhus University. Originally from Spain, Sara is curious about
other cultures and came to Denmark two years ago to study and
experience a completely different culture. At Danske Commodities,
she develops, improves and maintains software that helps the
business teams automate their day-to-day work.
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TRADING FOR AN
EFFICIENT TOMORROW

Acting with responsibility is firmly embedded in the culture, values
and business practices of Danske Commodities. Danske Commodities
supports the transition towards more green energy across Europe by
connecting wind turbines and solar panels to the markets, thereby
making renewable energy more efficient. Supported by the Company’s
vision of trading for an efficient tomorrow, Danske Commodities
employs a Corporate Social Responsibility (CSR) approach covering
four main themes: Ethics, equality, people and planet.
ETHICS
RELEVANT POLICIES
According to Danske Commodities’ ethical
standards, the Company does not tolerate
its employees’ using of or accepting bribery
or corruption. The compliance policy defines
the relevant areas of work for Danske Commodities’ compliance programme. This includes anti-abuse regulations and anti-crime
(money laundering, VAT fraud, bribery and
corruption). The Company monitors the
developments in market practice and the
industry’s interpretation of the regulations
closely to ensure compliance. This will
remain a key focus area going forward.
IMPLEMENTATION
Compliance guidelines and relevant training
courses are available to all employees on
Danske Commodities’ intranet. Training in
anti-abuse regulations is mandatory for
traders and portfolio managers and in 2018,
the Company conducted training in antimoney laundering. Furthermore, all counterparties with whom the Company engages
undergo a Know Your Customer (KYC)
process, which includes the performance
of thorough background checks and financial assessments.
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EQUALITY
RELEVANT POLICIES
Danske Commodities respects human rights
and continuously embeds human rights in
its business processes. The Company does
not accept the violation of human rights by
its employees, customers, partners or other
stakeholders, neither through direct participation nor by silently standing by. For information about Danske Commodities’ gender
policy for management, see the group
policy of Lind Invest: https://lind-invest.dk/
wp-content/uploads/2019/02/
Diversification-in-management-in-theLind-Invest-group-2018.pdf.
The Company’s focus areas in relation to
human rights are to avoid discrimination,
maintain a high level of personal safety and
security and to protect the privacy of the
individual. Danske Commodities believes
that a diversified workforce benefits innovation and outperforms homogeneous teams.
The Company’s recruitment process supports finding the right candidate in relation
to the strategic challenges and objectives
without discriminating. As such, Danske
Commodities evaluates applicants equally
regardless of age, gender, nationality, religion and sexual orientation.
Furthermore, Danske Commodities’ IT
secur ity policy defines how the company

handles and protects information. For
Danske Commodities, it is vital to have a
reliable data protection setup internally and
externally, protecting both personal information and business-critical information in
accordance with the General Data Protection
Regulation (GDPR).
IMPLEMENTATION
In order to proactively maintain high personal safety, the Company has an emergency
contingency plan and an established Work
Environment Organisation (WEO), along with
a safety committee dealing with strategic
issues. Danske Commodities does not accept
discrimination and has a zero-tolerance
policy for workplace harassment. This is
outlined in the Company’s People Handbook,
which is read and signed by all employees.
The Company implemented GDPR in 2018,
leading to an increased awareness of
handling and protecting personal data at
Danske Commodities.
Danske Commodities took measures to
strengthen its IT security by introducing IT
security awareness training. The training
was mandatory for all employees and supervised by Danish transmission system
operator (TSO) Energinet.

RISKS
As a growing company, securing data and
protecting the business becomes increasingly important, as corporate cyber-attacks
can have serious consequences. Accidents
and privacy violations can cause harm in
many ways, which is why Danske Commodities has preventive processes, a People
Handbook and carries out informative campaigns to uphold high safety and security
levels. Moreover, discrimination is a risk
to both the individual employee and to the
reputation of Danske Commodities.
KPIS/RESULTS IN 2018
No violations of human rights or cases
related to discrimination were reported
in 2018.
IT security awareness training courses
were conducted from June to August 2018
with a 100% attendance rate.
A GDPR awareness campaign was conducted
and GDPR compliant processes and procedures were implemented.
PRIORITIES FOR 2019
Improve paternity leave conditions from
2 to 16 weeks with full pay.
Intensify focus on gender diversity.

PEOPLE
Danske Commodities has a whistle-blower
procedure which gives employees and other
stakeholders related to the Company a
channel to freely and anonymously express
any irregularities or violations of the law.
RISKS
Compliance risk at Danske Commodities
is defined as the risks posed to Danske
Commodities’ financial, organisational or
reputational standing, resulting from failure
to act in accordance with laws, regulations,
internal policies and prescribed standards
and practices related to the energy markets
industry. Thus, the Company has a strict
focus on mitigating compliance risk.
Danske Commodities is committed to being
a responsible market participant, to supporting a well-functioning and stable market
and to mitigating the risk of market abuse.
This is done in close interaction between the
Compliance team and the front office and
through training sessions and guidelines.

KPIS/RESULTS IN 2018
Anti-abuse training conducted for all traders
and portfolio managers.
MiFID II compliance programme implemented.
Control measures carried out, showing
that traders have a robust approach to and
understanding of anti-abuse regulations.
PRIORITIES FOR 2019
Enhance and refine the regulatory reporting
setup (reporting of transaction under EMIR
and REMIT).
Refine the monitoring and control setup
(trade surveillance and internal controls).
Participate in the industry’s efforts to
ensure a well-functioning energy market.

POLICIES AND IMPLEMENTATION
In 2018, Danske Commodities focused
on employee development, health and on
proactively boosting performance and
motivation.
EMPLOYEE DEVELOPMENT
Research into the younger generations of
the workforce confirms that direction and
a continuous feeling of progression is at
the top of their agenda. Given that Danske
Commodities has a very young and ambitious
workforce, providing longer-term career
perspectives is essential for keeping employees engaged and on board.
All permanent staff in Danske Commodities
were offered Individual Development Plans
(IDPs) in 2018. 50% are now engaged in the
IDP process in cooperation with their immediate manager. All managers have completed
courses and workshops qualif ying them to
facilitate development and career talks.

HEALTH
Danske Commodities provides a safe and
healthy working environment. Each year,
the Company conducts employee surveys
and in 2018, Danske Commodities also
carried out a workplace assessment. On a
day-to-day basis, the Work Environment
Organisation (WEO) ensures that the employees work in a healthy working environment – both physically and mentally.
Danske Commodities takes responsibility
for the well-being of its employees. In 2018,
the Company introduced monthly topics
from its DC Health ambassadors to inspire
all employees to lead a healthy lifestyle.
Sporting events were organised throughout
the year by DC Sports volunteers.
KPIS/RESULTS IN 2018
50% of all permanent staff are engaged in
an IDP process.
A total of 134 events for mental and physical
health were carried out in 2018.
An Ennova survey on overall motivation was
conducted.

RISKS
Operating in a traditionally male dominated
industry, it has at times proven difficult
for Danske Commodities to attract female
candidates. Consequently, in the coming
fiscal year, the Company will among other
things focus on renewing the recruitment
process as well as training managers to
avoid bias when recruiting.
PRIORITIES FOR 2019
Boost business maturity by employing more
senior profiles.
Improve employer contribution to pension
scheme for employees from 5% to 10%.
Leverage career opportunities in and beyond
Danske Commodities.
Grow next generation leaders.
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The Company believes in making a lasting
impact and real societal change in both
business and its approach to CSR, which is
carried out in Danske Commodities’ 'Light
over Mali' project.
Danske Commodities supports the transition towards a greener and more efficient
energy market by connecting wind turbines
and solar panels to the markets. The Company operates a pan-European portfolio of
renewable assets of more than 5,900 MW
and specialises in trading across borders,
moving energy from where it is plentiful
to where it is needed most. The Company's
ambition is to develop and grow global
climate market activities and contribute
to a low carbon future by facilitating the
exchange of climate related products between market participants.

IMPLEMENTATION
Danske Commodities applies an approach
of environmental awareness in its day-today operations. Through its outsourcing
agreement with ISS catering, the Company
supports the use of organic, local and
unprocessed food and contributes to the
reduction of food waste. In addition, all paper
is FSC-certified and office supplies are
Swan-labelled and recycled if possible. The
Company also has a CO2 neutral website,
meaning that emission from both servers
and clients are covered.
RISKS
Power is one of the most volatile tradable
commodities. Increasing the amount of renewables in the energy mix means increasing
risk as changing weather conditions challenge a secure energy supply. As such, there
are certain risks inherent to the green transition. Danske Commodities mitigates these
risks by helping TSOs balance national
energy markets through balancing services
and cross-border trading.
KPIS/RESULTS IN 2018
This year, the ‘Light over Mali’ project created tangible value for approx. 5,000 people
in rural Malian villages. Solar panels on five
health clinics and five schools, five central
lampposts were installed and 250 homework

lamps were distributed in five Malian villages.
In total, the project has generated 385,000
hours of light, making the popul ation less
dependent on natural lighting.

YEARS

Project duration
(2017-2019)

5

PRIORITIES FOR 2019
In the beginning of 2019, Danske Commodities will initiate a Social Return on Investment analysis (SROI) that measures and
documents the economic value of the social
and environmental outcomes from the
‘Light over Mali’ project. The monetary income effects of providing rural villages
with light will be calculated by comparing
the investments made in the social effort
with the value created for the Malian people
involved.

Villages receive
solar panels
every year

Externally, markets saw growing prices
and higher volumes in 2018, and the introduction of new EU renewables and climate
directives will set the direction towards
2030 and strengthen markets within the
region. Furthermore, the UN’s Paris Agreement will set the scene for global climate
market systems. With an already established
market presence in European certificates
and carbon markets, Danske Commodities
aims to develop additional market opportunities in Europe in 2019.

Hours of light produced every year

385,000
People affected every year

5,000
MALI

MAKING A LASTING ENVIRONMENTAL
AND SOCIETAL IMPACT
In 2018, 'Light over Mali' created
tangible value for about 5,000 people
in rural Malian villages and generated
a total 385,000 hours of light through
renewable energy.
Danske Commodities’ project in Mali
has provided five Malian villages
with new opportunities after dark.
The solar panels have made it possible for schools to provide basic education to the adult population who
work during the day and therefore
only have the evenings to improve
their skills. Also, children are using
the classrooms at night to prepare
for exams and tests while receiving
academic support from teachers.
In addition, the solar panels on the

3 250

KEY FACTS
LIGHT OVER MALI

PLANET
RELEVANT POLICIES
Danske Commodities has no formal environmental policy for carbon footprint reductions
as, being a relatively modest-sized trading
company, it has a fairly small footprint compared to the industry as a whole. In general,
Danske Commodities preserves high ethical
standards in terms of integrity and accountability.

Statutory Reporting on Corporate Social Responsibility 39

Annual Report 2018

health clinics have made it possible
to treat people after the sun sets.
Apart from the solar panels installed,
the project also involves solar-driven
homework lamps for children to enable them to study after dark.
In 2019, Danske Commodities will
conduct a study, measuring the
Social Return on Investment (SROI)
to investigate how educational programmes can enhance income, and
measure the societal value created
by reducing illness among Malian
villagers.

Families received homework
study lamps
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SENIOR
MANAGEMENT
GROUP

The executive management team embodies
Danske Commodities' strong team feeling
mentality, subject matter expertise and
experience in dynamic energy markets.

The Senior Management Group is responsible for the
implementation and execution of strategic initiatives and
for the operative supervision of the organisation. As a
collective body, the Senior Management Group manages
the overall performance of Danske Commodities through
setting and following up on the Company’s targets and
monitoring performance. Together with the Board of
Directors, the Senior Management Group defines the
strategic direction of Danske Commodities.
The individual members of the Senior Management Group
have operative management responsibility for the different
areas of the organisation, ensuring that Danske Commodities continues to deliver on its strategic targets, that
Danske Commodities lives up to its corporate values, and
that these values are embedded in the organisation.
Formal meetings of the Senior Management Group take
place each week. At the weekly meetings, significant
projects and initiatives across the organisation are coordinated and prioritised. Apart from the formal meetings,
the members of the Senior Management Group are in
close, daily contact.

HENRIK LIND

DION SØRENSEN

HELLE ØSTERGAARD
KRISTIANSEN

JESPER TRONBORG

CEO

VP, Head of Human Capital

CFO

VP, Head of Trading & Origination

Appointed CEO in 2016.

Appointed to the Senior Management
Group in September 2014.

Appointed to the Senior Management
Group in September 2014.

Appointed to the Senior Management
Group in September 2014.

BACKGROUND

Founder of Danske Commodities
in 2004, founder of Lind Capital in
2007 and founder of Lind Capital
Fondmæglerselskab in 2014. Various
board memberships, including in
Blue Equity Management A/S and
Scandinavian Private Equity A/S.

BACKGROUND

BACKGROUND

BACKGROUND

Executive HR positions with Saxo
Bank, Danske Bank and Maersk
Group. Adviser with various management consulting firms and
author of four books on leadership
and talent management.

CRO at Danske Commodities,
several years of experience in
controlling and compliance in the
financial sector. Board member
of DS Norden A/S and Stauning
Whiskey A/S.

Head of Trading at Danske Commodities, Head of Gas Trading at Danske
Commodities, Head of Markets at
Statoil Gazelle, Oil & Gas trader at
Energi Danmark. Various positions
globally with Maersk Group.
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BOARD OF DIRECTORS
Members of the Board of Directors combine key industry insights,
expertise from European energy markets, risk management and
financial skills with several years of management experience from
international businesses.
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The objective of the Board of Directors is to promote
the long-term interests of Danske Commodities. As part
of creating long-term, sustainable value, Danske Commodities establishes and maintains strong, constructive
relationships with its primary stakeholders. This includes
shareholders, customers, counterparties, regulatory
entities and other relevant external partners.
The Board of Directors is responsible for the overall
strategic direction of Danske Commodities and oversees
that the financial and general management of the Group
is conducted effectively in all respects. In this role, the

Board acts as formal advisers to the Company’s Senior
Management Group in relation to strategic initiatives
and monitors the Group’s financial condition, risk management and business activities on an ongoing basis.
The members of the Board of Directors have been ap
pointed with a view to ensuring the Board’s independence
of any special interests. Formal meetings of the Board
of Directors are held six times a year.

CHAIRMAN

VICE CHAIRMAN

BOARD MEMBER

BOARD MEMBER

BOARD MEMBER

BOARD MEMBER

TOR MARTIN
ANFINNSEN

HELGE HAUGANE

PETER LORENS RAVN

JENS-PETER SAUL

SIV HELEN RYGH
TORSTENSEN

JENS ØKLAND

KEY SKILLS

KEY SKILLS

KEY SKILLS

KEY SKILLS

KEY SKILLS

KEY SKILLS

Energy trading and marketing,
energy value chains, strategy,
business and people management.

Finance, strategy, valuations,
risk management, performance
management, M&A and upstream
oil and gas.

IT, risk management, corporate
governance, leadership and
internationalisation.

General management, sales,
internationalisation, energy
and growth.

Energy sales and markets,
business development, strategy
and management.

BACKGROUND

BACKGROUND

BACKGROUND

Long-standing career at SimCorp
(1983-2012), including 11 years as
CEO. MSc in Engineering and PhD
in System Science. Diploma in
Business Administration (Finance
and Credit).

President & CEO, Rambøll Group,
Denmark. Former President
and CEO, Siemens Wind Power,
Denmark. Dipl. Ing. Energy and
Process Technology.

Corporate governance, anticorruption and ethics, corporate
law, M&A, general management,
emergency preparedness,
petroleum law including midstream
and downstream.

BOARD MEMBERSHIPS

Systematic A/S (Chairman),
Stibo A/S (Chairman) and
Adform A/S (Chairman).

The Danish-German Chamber
of Commerce (Chairman) and
Confederation of Danish Industry’s
Committee on Business Policy.

Appointed to the Board in 2013

Appointed to the Board in 2014

BACKGROUND

Senior Vice President Marketing
and Trading, Marketing, Midstream
and Processing, Equinor ASA. BSc.
in Business (hon). Joined Equinor
in 1991. More than 20 years of
management experience from the
energy sector.

Vice President Finance & Control,
Marketing, Midstream and
Processing, Equinor ASA. MSc
in Economics and Finance.
Joined Equinor in 2003. Previously
held the role as CFO for Equinor’s
US business.

BOARD MEMBERSHIPS

Synergen – Dublin Bay Power.
Eurogas. Various positions as
chairman and board member
of Equinor subsidiaries.

Equinor UK. Previously served on
the boards of various Equinor ASA
subsidiaries.

Appointed to the Board in 2019

Appointed to the Board in 2019

BOARD MEMBERSHIPS

BOARD MEMBERSHIPS

BACKGROUND

Vice President Communications,
CEO Office, Equinor ASA. MSc
in Law. Joined Equinor in 1998.
Previous legal experience from
the private and public sectors.

BACKGROUND

Senior Vice President Business
Development, New Energy Solutions,
Equinor ASA. MSc in Business.
Joined Equinor in 1994. Experienced
leader with broad knowledge of the
entire energy value chain.
BOARD MEMBERSHIPS

Currently none.
BOARD MEMBERSHIPS

Currently none. Previously served
on the boards of various Equinor
ASA subsidiaries.

Appointed to the Board in 2019

Appointed to the Board in 2019
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MANAGEMENT’S
STATEMENT ON THE
ANNUAL REPORT
The Board of Directors and the Executive Board have
today considered and approved the Annual Report of
Danske Commodities A/S for the financial year 1 January
– 31 December 2018.
The Annual Report have been prepared in accordance
with the Danish Financial Statements Act.
In our opinion, the Consolidated Financial Statements
and the Parent Company Financial Statements give a
true and fair view of the financial position at 31 December
2018 of the Group and the Parent Company and of the
results of the Group and the Parent Company operations
as well as the consolidated cash flows for 2018.

In our opinion, the Management’s Review includes a
true and fair view of the development of the Group’s and
the Parent Company’s operations and financial circumstances, of the Group’s and the Parent Company’s results
for the year and of the financial position. Furthermore,
the Management’s Review provides a description of the
most significant risks and elements of uncertainty facing
the Group.
We recommend the Annual Report for adoption at the
Annual General Meeting.

Aarhus, 13 March 2019

EXECUTIVE BOARD

BOARD OF DIRECTORS

Henrik Lind
CEO

Tor Martin Anfinnsen
Chairman

Helge Haugane
Vice chairman

Helle Østergaard Kristiansen
CFO

Peter Lorens Ravn
Board member

Jens-Peter Saul
Board member

Siv Helen Rygh Torstensen
Board member

Jens Økland
Board member
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INDEPENDENT AUDITOR’S
REPORT

To the Shareholders of
Danske Commodities A/S
OPINION

In our opinion, the Consolidated Financial Statements
and the Parent Company Financial Statements give a
true and fair view of the financial position of the Group
and the Parent Company at 31 December 2018, and of
the results of the Group’s and the Parent Company’s
operations as well as the consolidated cash flows for
the financial year 1 January – 31 December 2018 in
accordance with the Danish Financial Statements Act.
We have audited the Consolidated Financial Statements
and the Parent Company Financial Statements of Danske
Commodities A/S for the financial year 1 January – 31
December 2018, which comprise income statement,
balance sheet, statement of changes in equity and notes,
including a summary of significant accounting policies,
for both the Group and the Parent Company, as well as
consolidated statement of cash flows (“financial
statements”).
BASIS FOR OPINION

We conducted our audit in accordance with International
Standards on Auditing (ISAs) and the additional requirements applicable in Denmark. Our responsibilities under
those standards and requirements are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the Group in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (IESBA Code) and the additional requirements applicable in Denmark, and we have
fulfilled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

STATEMENT ON MANAGEMENT’S REVIEW

Management is responsible for Management’s Review.
Our opinion on the financial statements does not cover
Management’s Review, and we do not express any form
of assurance conclusion thereon.
In connection with our audit of the financial statements,
our responsibility is to read Management’s Review and,
in doing so, consider whether Management’s Review
is materially inconsistent with the financial statements
or our knowledge obtained during the audit, or otherwise
appears to be materially misstated.
Moreover, it is our responsibility to consider whether
Management’s Review provides the information required
under the Danish Financials Statements Act.
Based on the work we have performed, in our view,
Management’s Review is in accordance with the Consolidated Financial Statements and the Parent Company
Financial Statements and has been prepared in accor
dance with the requirements of the Danish Financial
Statement Act. We did not identify any material misstatement in Management’s Review.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance
with ISAs and the additional requirements applicable
in Denmark will always detect a material misstatement
when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these financial statements.
As part of an audit conducted in accordance with ISAs
and the additional requirements applicable in Denmark,
we exercise professional judgment and maintain professional skepticism throughout the audit. We also:
■	
Identify and assess the risks of material misstatement
of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting
from error as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.
■	
Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Group’s and the Parent Company’s internal control.

■	
Conclude on the appropriateness of Management’s
use of the going concern basis of accounting in preparing the financial statements and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s and the Parent
Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we
are required to draw attention in our 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 and the Parent Company to cease to continue
as a going concern.
■	
Evaluate the overall presentation, structure and contents of the financial statements, including the disclosures, and whether the financial statements represent
the underlying transactions and events in a manner
that gives a true and fair view.
■	
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 respon
sible for the direction, supervision and performance
of the group audit. We remain solely responsible for
our audit opinion.
We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we
identify during our audit.

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

MANAGEMENT’S RESPONSIBILITIES FOR
THE FINANCIAL STATEMENTS

Management is responsible for the preparation of
Consolidated Financial Statements and Parent Company
Financial Statements that give a true and fair view in
accordance with the Danish Financial Statements Act,
and for such internal control as Management determines
is necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error.
In preparing the financial statements, Management
is responsible for assessing the Group’s and the Parent
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting in preparing the financial statements unless Management
either intends to liquidate the Group or the Parent Company or to cease operations, or has no realistic alternative
but to do so.

Aarhus, 13 March 2019
PricewaterhouseCoopers
Statsautoriseret
Revisionspartnerselskab
CVR.-no. 33 77 12 31

Henrik Kragh
State Authorised Public Accountant
mne26783

Rune Kjeldsen
State Authorised Public Accountant
mne34160
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INCOME STATEMENT
1 JANUARY – 31 DECEMBER

GROUP

PARENT

EUR ’000

Note

2018

2017

2018

2017

Revenue

2

9,376,686

5,471,723

9,383,466

5,477,557

Cost of sales

3

-9,253,214

-5,368,284

-9,265,754

-5,379,957

123,472

103,439

117,712

97,600

Gross profit
Other external expenses

3

-12,623

-11,840

-12,176

-10,926

Staff costs

3

-35,374

-33,746

-34,291

-33,075

Amortisation, depreciation and impairment of
intangible assets and property, plant and equipment

3

-3,649

-1,930

-2,795

-1,149

71,826

55,923

68,450

52,450
2,531

Profit before financial income and expenses and tax (EBIT)
Share of profit in subsidiaries after tax

8

0

0

2,344

Share of profit in associated companies after tax

9

-19

0

-19

0

Financial income

4

2,980

6,981

3,160

7,326

Financial expenses

4

-3,194

-2,585

-3,060

-2,391

71,593

60,319

70,875

59,916

-15,626

-13,126

-14,908

-12,723

55,967

47,193

55,967

47,193

Profit before tax (EBT)
Tax on profit/loss for the year
Profit for the year

5
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BALANCE SHEET
AT 31 DECEMBER

ASSETS
EUR ’000

GROUP
Note

Software
CO2 quotas
Intangible assets

6

PARENT

LIABILITIES AND EQUITY

2018

2017

2018

2017

9,262

10,415

9,261

10,415

0

0

0

0

9,262

10,415

9,261

10,415

724

955

0

0

3,699

2,604

633

39

61

85

0

39

GROUP
2018

2017

2018

2017

498

498

498

498

Reserve for net revaluation under the equity method

0

0

7,049

7,247

Reserve for development costs

0

0

4,975

5,508

75,737

91,357

63,713

78,602

0

14,000

0

14,000

EUR ’000

Note

Share capital

Retained earnings
Land and buildings
Other fixtures and fittings, tools and equipment
Leasehold improvements
Property, plant and equipment

7

4,484

3,644

633

78

Investments in subsidiaries

8

0

0

9,534

9,757

9

1,302

0

1,302

0

10

310

301

296

284

1,612

301

11,132

10,041

15,358

14,360

21,026

20,534

Investments in associated companies
Other receivables
Fixed asset investments
Fixed assets
Inventories

11

37,880

10,218

37,880

10,218

Trade receivables

12

192,079

154,856

181,117

131,225

Receivables from group enterprises

12

20

0

9,423

22,560

Receivables from associated companies

12

9

0

9

0

12, 21

52,263

70,602

39,223

56,408

Corporation tax

13

99

105

0

0

Deferred tax

13

39

0

0

0

Prepayments

14

5,979

4,053

5,853

3,790

250,488

229,616

235,625

213,983

19,560

21,678

19,560

21,678

49,985

86,090

44,743

82,215

Current assets

357,913

347,602

337,808

328,094

Assets

373,271

361,962

358,834

348,628

Other receivables

Receivables
Current asset investments
Cash at bank and in hand

15

PARENT

Proposed dividend for the year
Equity

16

76,235

105,855

76,235

105,855

Provision for deferred tax

13

669

1,262

669

1,185

669

1,262

669

1,185

0

118

0

0

0

118

0

0

Provisions
Debt to mortgage credit institutions
Long-term debt

17

Debt to mortgage credit institutions

17

117

472

0

0

Trade payables

18

258,300

173,629

246,347

159,227

Payables to group enterprises

18

131

0

616

2,406

Corporation tax

13

195

1,430

19

1,087

Other payables

18

37,624

79,196

34,948

78,868

Short-term debt

296,367

254,727

281,930

241,588

Debt

296,367

254,845

281,930

241,588

Liabilities and equity

373,271

361,962

358,834

348,628
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CASH FLOW STATEMENT

GROUP

GROUP

Reserve under
the equity
method
Share capital

EUR ’000

Reserve for
development
costs

Retained
earnings

Proposed
dividend for
the year

Note

2018
55,967

47,193

20

19,250

10,833

20

-5,271

-18,596

69,946

39,430

Financial income

1,368

2,497

Financial expenses

-3,194

-2,585

Cash flow from ordinary activities

68,120

39,342

Corporation tax paid

-17,630

-10,512

50,490

28,830

Purchase of intangible assets

-1,303

-4,042

Purchase of property, plant and equipment

-2,058

-130

Purchase of associated companies

-1,321

0

-13

-9

4

7

-4,691

-4,174

EUR ’000
Total

Profit for the year

498

-

-

91,357

14,000

105,855

Adjustments

Ordinary dividend paid

0

-

-

604

-14,000

-13,396

Change in working capital

Extraordinary dividend paid

0

-

-

3,235

-75,000

-71,765

Cash flow from operating activities before financial income and expenses

Exchange rate adjustment relating
to independent foreign entities

0

-

-

-542

0

-542

Fair value adjustments of hedging
instruments, beginning of year

0

-

-

-390

0

-390

Equity at 1 January 2018

Fair value adjustments of hedging
instruments, end of year

0

-

-

506

0

506

Profit for the year

0

-

-

-19,033

75,000

55,967

498

-

-

75,737

0

76,235

Equity at 31 December 2018

Cash flow from operating activities

20

Payment of fixed asset investments
Repayment of fixed asset investments
PARENT

EUR ’000

Note

Equity at 1 January 2018

Cash flow from investing activities

Reserve under
the equity
method
Share capital

Reserve for
development
costs

Retained
earnings

Proposed
dividend for
the year

Total

7,247

5,508

78,602

14,000

105,855

Ordinary dividend paid

0

0

0

604

-14,000

-13,396

Extraordinary dividend paid

0

0

0

3,235

-75,000

-71,765

Exchange rate adjustment relating
to independent foreign entities

0

-542

0

0

0

-542

Fair value adjustments of hedging
instruments, beginning of year

0

0

0

-390

0

-390

Fair value adjustments of hedging
instruments, end of year

0

0

0

506

0

506

Transferred to retained earnings

0

-2,000

0

2,000

0

0

Development costs for the year

0

0

-533

533

0

0

Profit for the year

0

2,325

0

-21,358

75,000

55,967

498

7,030

4,975

63,732

0

76,235

19

-473

-473

Acquisition of company shares

0

-4,863

Sale of company shares

0

972

-85,161

-21,283

-85,634

-25,647

Change in cash and cash equivalents

-39,835

-991

Cash and cash equivalents at 1 January

107,768

104,275

1,612

4,484

69,545

107,768

Current asset investments

19,560

21,678

Cash at bank and in hand

49,985

86,090

69,545

107,768

0

4,997

Repayment of debt to mortgage credit institutions

498

Equity at 31 December 2018

20

2017

Dividend paid
Cash flow from financing activities

20

Value and exchange rate adjustments of cash and cash equivalents
Cash and cash equivalents at 31 December
Cash and cash equivalents are specified as follows:

Cash and cash equivalents at 31 December
Share of the Group's cash and cash equivalents
provided as security for the Group's commitments

20
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1 
BASIS OF PREPARATION AND GENERAL POLICIES
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2 
REVENUE
GROUP

Accounting policies related to specific line items are described in the
notes to which they relate. The description of accounting policies in
the notes form part of the overall description of accounting policies.
Accounting policies not directly related to a specific line item covered
by a note are presented below.

BASIS OF PREPARATION
The Annual Report of Danske Commodities A/S for 2018 has been
prepared in accordance with the provisions of the Danish Financial
Statements Act applying to large enterprises of reporting class C.
The accounting policies applied remain unchanged from the
previous year.

RECOGNITION AND MEASUREMENT
The Financial Statements have been prepared under the historical
cost method.
Revenues are recognised in the income statement as earned.
Value adjustments of financial assets and liabilities measured at
fair value or amortised cost are also recognised. In addition, all
expenses incurred to generate the earnings for the year are recognised in the income statement, including depreciation, amortisation,
impairment losses and provisions as well as reversals due to
changed accounting estimates of amounts that have previously
been recognised in the income statement.
Assets are recognised in the balance sheet when it is probable
that future economic benefits attributable to the asset will flow to
the Company, and the value of the asset can be measured reliably.
Liabilities are recognised in the balance sheet when it is probable
that future economic benefits will flow from the Company, and the
value of the liability can be measured reliably.
Assets and liabilities are initially measured at cost. Subsequently,
assets and liabilities are measured as described for each item in
the notes.
Certain financial assets and liabilities are measured at amortised
cost, which involves the recognition of a constant effective interest
rate over the maturity period. Amortised cost is calculated as
original cost less any repayments and with the addition/deduction

of the cumulative amortisation of any difference between cost
and the nominal amount. In this way, capital losses and gains are
allocated over the maturity period.
Recognition and measurement take into account predictable losses
and risks occurring before the presentation of the Annual Report
which confirm or invalidate affairs and conditions existing at the
balance sheet date. EUR is used as the measurement currency.
All other currencies are regarded as foreign currencies.
Basis of consolidation
The Consolidated Financial Statements comprise the Parent Company,
Danske Commodities A/S, and subsidiaries in which the Parent
Company directly or indirectly holds more than 50% of the votes or
otherwise exercises control.
On consolidation, items of a uniform nature are combined. Elimination is made of intercompany income and expenses, shareholdings,
dividends and accounts as well as of realised and unrealised profit
or loss on transactions between the consolidated enterprises.
Translation policies
Transactions in foreign currencies are translated at the exchange
rates at the dates of transaction. Gains and losses arising due to
differences between the transaction date rates and the rates at the
dates of payment are recognised in financial income or financial
expenses in the income statement.
Receivables, payables and other monetary items in foreign currencies
that have not been settled at the balance sheet date are translated
at the exchange rates at the balance sheet date. Any differences between the exchange rates at the balance sheet date and the transaction
date rates are recognised in financial income and expenses in the
income statement; however, see the section on hedge accounting in
note 21.
For value-added tax reporting purpose, amounts are translated from
measurement currency EUR into DKK using rates from the European
Central Bank.

PARENT
2018

2017

2018

2017

Power trade

3,782,676

2,942,927

3,789,456

2,948,761

Gas and other minerals trade

5,594,010

2,528,796

5,594,010

2,528,796

9,376,686

5,471,723

9,383,466

5,477,557

EUR ’000

ACCOUNTING POLICIES
Revenue is recognised exclusive of VAT and net of discounts relating
to sales.

■	
delivery has been made before year end; and
■ a binding sales agreement has been made; and

Revenue from the sale of goods for resale is recognised in the income statement when the sale is considered effected based on the
following criteria:

■	
the selling price has been determined; and
■	
payment has been received or may with reasonable
certainty be expected to be received.

3 COSTS
STAFF COSTS
EUR ’000
Wages and salaries
Pensions
Other staff costs

GROUP

PARENT
2018

2017

2018

2017

33,263

31,104

32,298

30,520

975

931

940

925

1,136

1,711

1,053

1,630

35,374

33,746

34,291

33,075

1,221

1,239

1,221

1,239

215

228

215

228

1,436

1,467

1,436

1,467

267

262

257

256

Including remuneration to:
Executive Board
Board of Directors

Average number of employees

In 2018, the Company terminated the share-based remuneration
agreement, which the Company had agree to as part of the remuneration of the Senior Management Group.

In accordance with the Danish Financial Statements Act, the Company
has not recognised share-based remuneration for the year in the
financial statements.

According to the terminated agreement the Company had agreed to
allot 0.1% annually of the Company’s share capital as restricted
shares up to a maximum of 5% of its share capital. Under the terms
of the share-based remuneration to the Senior Management Group,
the shares vested after a period of three years from the date of
allotment. There was no self-payment from the Senior Management
Group for the restricted shares.

Incentive Share Programme 2018
Due to the termination of the share-based remuneration agreement,
7,412 restricted shares lapsed in 2018, and at 31 December 2018 no
restricted shares were allocated to the Senior Management Group.
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3 COSTS – CONTINUED
Incentive Share Programme 2017
In 2017, the Company allotted 3,706 restricted shares each with
a nominal value of DKK 1 to the Senior Management Group as part
of share-based remuneration.
At 31 December 2017, a total of 7,412 restricted shares were eligible
for allocation to the Senior Management Group, 3,706 at 31 December
2019 and an additional 3,706 at 31 December 2020.
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5 TAX ON PROFIT/LOSS FOR THE YEAR
ACCOUNTING POLICIES

GROUP
2018

2017

2018

2017

Current tax for the year

14,291

12,269

13,477

11,423

Deferred tax for the year

1,505

1,166

1,620

1,355

Adjustment of tax relating to previous years

1,967

-343

1,947

-79

-2,137

34

-2,136

24

143

110

143

110

15,769

13,236

15,051

12,833

15,626

13,126

14,908

12,723

143

110

143

110

15,769

13,236

15,051

12,833

22.1%

22.3%

22.0%

22.3%

EUR ’000

Cost of sales
Cost of sales includes the purchase of goods for resale and transportation thereof incurred to achieve revenue for the year.
Other external expenses
Other external expenses comprise other operating expenses, including
expenses for premises, marketing and office expenses, etc.
Staff costs
Staff costs comprise wages and salaries as well as payroll expenses.
Amortisation, depreciation and impairment losses
Amortisation, depreciation and impairment losses comprise amortisation, depreciation and impairment of intangible assets and property,
plant and equipment.
Leases
All leases are considered operating leases. Payments made under
operating leases are recognised in the income statement on a
straight-line basis over the lease term.

PARENT

Adjustment of deferred tax relating to previous years
Tax on entries in equity relating to deferred tax
Total tax for the year
– specified as follows:
Tax on profit/loss for the year
Tax on entries in equity

Effective tax rate

ACCOUNTING POLICIES
Tax for the year consists of current tax for the year and deferred tax
for the year. The tax attributable to the profit for the year is recognised
in the income statement, whereas the tax attributable to equity transactions is recognised directly in equity.

4 FINANCIAL INCOME AND EXPENSES
FINANCIAL INCOME

GROUP
2018

EUR ’000
Interest income, group enterprises
Other financial income

FINANCIAL EXPENSES
EUR ’000
Interest expenses, group enterprises
Other financial expenses

ACCOUNTING POLICIES
Financial income and expenses comprise interest, realised and
unrealised exchange rate adjustments, value adjustment of
securities as well as interest on extra payments and repayment
under the on-account taxation scheme.

Any changes in deferred tax due to changes to tax rates are recognised
in the income statement.

PARENT
2017

2018

2017

0

53

752

802

2,980

6,928

2,408

6,524

2,980

6,981

3,160

7,326

2018

2017

GROUP

PARENT
2018

2017

0

0

4

18

3,194

2,585

3,056

2,373

3,194

2,585

3,060

2,391

The Parent Company is jointly taxed with Danish group enterprises.
The tax effect of the joint taxation is allocated to enterprises showing
profit or loss in proportion to their taxable incomes. The jointly taxed
enterprises have adopted the on-account taxation scheme.

60 NOTES

Danske Commodities

6 INTANGIBLE ASSETS

7 PROPERTY, PLANT AND EQUIPMENT
GROUP

GROUP

CO2 Quotas

Software

255

20,737

Additions for the year

0

1,303

Disposals for the year

0

-342

255

21,698

Additions for the year

255

10,322

Disposals for the year

0

2,456

Cost at 31 December

EUR ’000
Cost at 1 January

Cost at 31 December
Amortisation and impairment losses at 1 January
Amortisation for the year
Reversal of amortisation of disposals in the year
Amortisation and impairment losses at 31 December
Carrying amount at 31 December 2018

0

-342

255

12,436

0

9,262

EUR ’000
Cost at 1 January
Exchange rate adjustment

Depreciation and impairment losses at 1 January
Exchange rate adjustment

Cost at 1 January

Software

1,302

Disposals for the year

-341

Cost at 31 December

21,568

Amortisation and impairment losses at 1 January

10,192

Reversal of amortisation of disposals in the year
Amortisation and impairment losses at 31 December
Carrying amount at 31 December 2018

2,456
-341
12,307

Cost comprises the cost of acquisition and expenses directly related
to the acquisition up until the time when the asset is ready for use.
Software projects containing significant development aspects are
identified as intangible assets when they are clearly defined, identifiable,
provide a development opportunity for Danske Commodities and
future use is intended. Costs related to projects that do not meet the
criteria for recognition in the balance sheet is recognised as expenses
in the income statement as incurred.
Amortisation based on cost reduced by any residual value is calculated
on a straight-line basis over the expected useful lives of the assets,
which are:
CO2 quotas: 	5 years
Software: 		3-5 years

9,016

2,516

-5

-36

-12

0

2,028

30

0

-217

0

1,805

10,791

2,534

855

6,412

2,431

-25

0

922

42

0

-217

0

1,081

7,092

2,473

724

3,699

61

Other fixtures
and fittings, tools
and equipment

Leasehold
improvements

3,776

2,447

Additions for the year

911

0

Disposals for the year

-232

0

Cost at 31 December

4,455

2,447

Depreciation and impairment losses at 1 January

3,737

2,408

300

39

-215

0

3,822

2,447

633

0

Carrying amount at 31 December 2018

PARENT

EUR ’000
Cost at 1 January

9,261
Depreciation for the year

ACCOUNTING POLICIES
Intangible assets are measured at cost less accumulated amortisation and less any accumulated impairment losses.

1,810

20,607

Additions for the year

Amortisation for the year

Leasehold
improvements

-3

Depreciation and impairment losses at 31 December

PARENT

Land and buildings

Other fixtures
and fittings, tools
and equipment

229

Depreciation for the year
Reversal of depreciation on disposals for the year

EUR ’000
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Reversal of depreciation on disposals for the year
A reserve is recognised in equity for software projects that meet the
criteria as development projects. The amount recognised corresponds
to the amount capitalised as intangible assets for these projects since
1 January 2016. The reserve is reduced concurrently with amortisation
of the software projects and presented after tax.
The carrying amounts of intangible assets are reviewed on an annual
basis to determine whether there is any indication of impairment
other than that expressed by amortisation. If so, an impairment test
is carried out to determine whether the recoverable amount is lower
than the carrying amount, and the asset is written down to its lower
recoverable amount. This impairment test is performed on an annual
basis for development projects in progress irrespective of any
indication of impairment.
The recoverable amount of the asset is calculated as the higher of
net selling price and value in use. Where a recoverable amount cannot
be determined for the individual asset, assets are assessed in the
smallest group of assets for which a reliable recoverable amount can
be determined based on an overall assessment.

Depreciation and impairment losses at 31 December
Carrying amount at 31 December 2018

ACCOUNTING POLICIES
Property, plant and equipment are measured at cost less accumulated
depreciation and less any accumulated impairment losses.
Cost comprises the cost of acquisition and expenses directly related
to the acquisition up until the time when the asset is ready for use.
Depreciation based on cost reduced by any residual value is calculated
on a straight-line basis over the expected useful lives of the assets,
which are:
Buildings					15 years
Other fixtures and fittings, tools and equipment
3-15 years
Leasehold improvements			
3-5 years

Carrying amounts of property, plant and equipment are reviewed on
an annual basis to determine whether there is any indication of impairment other than that expressed by depreciation. If so, an impairment
test is carried out to determine whether the recoverable amount is
lower than the carrying amount, and the asset is written down to its
lower recoverable amount.
The recoverable amount of the asset is calculated as the higher of net
selling price and value in use. Where a recoverable amount cannot be
determined for the individual asset, assets are assessed in the smallest
group of assets for which a reliable recoverable amount can be determined based on an overall assessment.
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8 INVESTMENTS IN SUBSIDIARIES

8 INVESTMENTS IN SUBSIDIARIES — CONTINUED
INVESTMENTS IN SUBSIDIARIES ARE SPECIFIED AS FOLLOWS:

PARENT
EUR ’000

2018

2017

NAME

Cost at 1 January

2,490

2,578

Danske Commodities Albania Sh.p.k.

Exchange rate adjustment

0

-4

Additions for the year

0

5

Disposals for the year

-5

-89

Cost at 31 December

2,485

2,490

DC Generation A/S

Value adjustments at 1 January

7,247

5,848

Danske Commodities Deutschland GmbH

Exchange rate adjustment

-542

-317

Net profit/loss for the year

2,344

2,531

Dividend

-2,014

-806

14

-9

7,049

7,247

Disposals for the year
Value adjustments at 31 December
Investments with negative net asset value
Carrying amount at 31 December

0

20

9,534

9,757

Danske Commodities Australia Pty Limited
Danske Commodities BH d.o.o.
Danske Commodities d.o.o.

Danske Commodities Italia s.r.l.

In order to obtain the exemption for Danske Commodities UK Limited,
the Parent Company has provided a guarantee for the outstanding
liabilities which Danske Commodities UK Limited was subject to at
31 December 2018.
Under German Law, Danske Commodities Deutschland GmbH is
exempt from preparing individual audited accounts by virtue of Section
264 (3) of the German Commercial Code.

In order to obtain the exemption for Danske Commodities Deutschland
GmbH, the Parent Company has provided a guarantee for the outstanding liabilities which Danske Commodities Deutschland GmbH
was subject to at 31 December 2018 and until 31 December 2019.
Under Danish law, DC Generation A/S was for its 2017 annual report
exempt from preparing financial statements as reporting class C enterprise by virtue of Section 78A of the Danish Financial Statements Act.
In order to obtain the exemption for DC Generation A/S, the Parent
Company has provided a guarantee for the outstanding liabilities which
DC Generation A/S was subject to at 31 December 2017 and until the
annual report for 2018 for DC Generation A/S has been submitted.

Place of registered office

Share capital

Votes and
ownership

Albania

tALL 14,000

100.00%

Australia

tAUD 0

100.00%

Bosnia and Herzegovina

tEUR 513

100.00%

Croatia

tHRK 20

100.00%

Denmark

tDKK 500

100.00%

Germany

tEUR 25

100.00%

Italy

tEUR 10

100.00%

Danske Commodities Kosovo SH.P.K

Kosovo

tEUR 11

100.00%

Danske Commodities DOOEL Skopje

Macedonia

tMKD 55,822

100.00%

Danske Commodities Serbia d.o.o.

Serbia

tRSD 54

100.00%

Danske Commodities Sweden AB

Sweden

tSEK 50

100.00%

Turkey

tTRY 9,457

100.00%

Ukraine

tEUR 5

100.00%

United Kingdom

tGBP 0

100.00%

Danske Commodities Turkey Enerji Ticaret A.Ş.
Danske Commodities Ukraine LLC
Danske Commodities UK Limited

Under UK law, Danske Commodities UK Limited is exempt from
preparing individual audited accounts by virtue of Section 479A of the
Companies Act 2006.
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ACCOUNTING POLICIES
Share of profit in subsidiaries after tax
The item 'Share of profit in subsidiaries after tax' in the income
statement includes the proportionate share of the profit after tax
for the year.

The total net revaluation of investments in subsidiaries is transferred
upon distribution of profit to 'Reserve under the equity method' in
equity. The reserve is reduced by dividends distributed to the Parent
Company and adjusted for other equity movements in the subsidiaries.

Investments in subsidiaries
Investments in subsidiaries are recognised and measured under the
equity method.

Subsidiaries with a negative net asset value are recognised at EUR 0
and any receivables from them are written down by the Parent Company’s share of the negative net asset value. Any legal or constructive
obligation of the Parent Company to cover the negative balance of the
enterprise is recognised in provisions.

The item 'Investments in subsidiaries' in the balance sheet includes
the proportionate ownership share of the net asset value of the
enterprises calculated on the basis of the fair values of identifiable
net assets at the time of acquisition.
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9 INVESTMENTS IN ASSOCIATED COMPANIES
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10 OTHER FIXED ASSET INVESTMENTS
GROUP

GROUP
EUR ’000
Cost at 1 January
Additions for the year
Cost at 31 December

PARENT
2017

0

0

0

0

Cost at 1 January

1,321

0

1,321

0

Exchange rate adjustment

0

0

Additions for the year

13

13

Disposals for the year

-4

-1

Cost at 31 December

310

296

Carrying amount at 31 December 2018

310

296

0

0

0

0

0

Net profit/loss for the year

-19

0

-19

0

Value adjustments at 31 December

-19

0

-19

0

1,302

0

1,302

0

INVESTMENTS IN ASSOCIATED COMPANIES ARE SPECIFIED AS FOLLOWS:
Place of registered office

Share capital

Votes and
ownership

Frey GP ApS

Denmark

tDKK 50

50.00%

Frey P/S

Denmark

tDKK 5,000

50.00%

EUR ’000

11 INVENTORIES
The cost of goods for resale equals the cost of acquisition.
Inventories comprise gas inventory.

Investments in associated companies
Investments in associated companies are recognised and measured
under the equity method.
The item 'Investments in associated companies' in the balance sheet
includes the proportionate ownership share of the net asset value of
the enterprises calculated on the basis of the fair values of identifiable
net assets at the time of acquisition.

The total net revaluation of investments in associated companies is
transferred upon distribution of profit to 'Reserve under the equity
method' in equity. The reserve is reduced by dividends distributed to
the Parent Company and adjusted for other equity movements in the
associated companies.
Associated companies with a negative net asset value are recognised
at EUR 0 and any receivables from them are written down by the
Parent Company’s share of the negative net asset value. Any legal or
constructive obligation of the Parent Company to cover the negative
balance of the enterprise is recognised in provisions.

ACCOUNTING POLICIES
Inventories are measured at the lower of cost according to weighted
average and net realisable value. The net realisable value of inventories is calculated at the amount expected to be generated by sale
in the process of normal operations less selling expenses. The net
realisable value is determined allowing for marketability, obsolescence
and development in expected sales.

ACCOUNTING POLICIES
Share of profit in associated companies after tax
The item 'Share of profit in associated companies after tax' in the
income statement includes the proportionate share of the profit after
tax for the year.

284

2018

1,321

NAME

301

2017

0

Carrying amount at 31 December

Other
receivables

2018

1,321

Value adjustments at 1 January

PARENT

Other
receivables

12 RECEIVABLES
OTHER RECEIVABLES
EUR ’000

GROUP

PARENT
2018

2017

2018

2017

Fair value of financial transactions, net

15,114

9,439

15,114

9,439

Deposits related to trading

25,661

48,915

23,597

45,610

Other receivables

11,488

12,248

512

1,359

52,263

70,602

39,223

56,408

ACCOUNTING POLICIES
Receivables are measured in the balance sheet at the lower of amortised cost and net realisable value, which corresponds to nominal
value less provisions for bad debts. Receivables and debts with the
same counterparty that are settled on a net basis are presented as
such in the balance sheet. Provisions for bad debts are determined
on the basis of an individual assessment of each receivable.
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16 EQUITY

13 CURRENT AND DEFERRED TAX
DEFERRED TAX

GROUP

PARENT

EUR ’000

2018

2018

Deferred tax at 1 January

1,262

1,185

Deferred tax recognised in profit for the year

-632

-516

630

669

Deferred tax at 31 December

Share capital
The share capital consists of 3,706,823 shares of a nominal value of
DKK 1. All shares rank equally.

ACCOUNTING POLICIES
Dividend distribution proposed by the Management for the year is
disclosed as a separate line item in equity.

At 31 December 2018, the Company held 159,886 company shares of
a nominal value of DKK 1 each. The Company’s holding of company
shares accounted for 4.31% of the total share capital corresponding
to a nominal value of DKK 159,886.

– recognised in the balance sheet as follows:
Deferred tax

-39

0

Provision for deferred tax

669

669

630

669

Deferred tax and provision for deferred tax comprise all temporary
differences between the carrying amount and the tax base of
intangible assets, property, plant and equipment, receivables and
short-term debt.

ACCOUNTING POLICIES
Current tax receivables and liabilities
Current tax receivables and liabilities are recognised in the balance
sheet at the amount calculated on the basis of the expected taxable
income for the year adjusted for tax on taxable incomes for prior years.
Tax receivables and liabilities are offset if there is a legally enforceable
right of set-off and an intention to settle on a net basis or simultaneously.

17 LONG-TERM DEBT

Deferred tax assets and liabilities
Deferred tax is recognised in respect of all temporary differences
between the carrying amount and the tax base of assets and liabilities.
Deferred tax assets, including the tax base of tax loss carry-forwards,
are measured at the value at which the asset is expected to be realised,
either by elimination in tax on future earnings or by set-off against
deferred tax liabilities.
Deferred tax assets and liabilities are offset within the same legal tax
entity.

GROUP
2018

2017

> 5 years

0

0

1-5 years

0

118

Long-term share

0

118

117

472

117

590

EUR ’000
The debt falls due as follows:

Debt to mortgage credit institutions

0-1 year

14 PREPAYMENTS
Prepayments comprise prepaid capacities, fees, maintenance,
software licenses, rent and insurance premiums.

ACCOUNTING POLICIES

18 SHORT-TERM DEBT

Prepayments comprise prepaid expenses concerning subsequent
financial years.
OTHER PAYABLES
EUR ’000
Deposits received
Staff obligations

15 CURRENT ASSET INVESTMENTS

VAT, taxes and other public payables
Other payables

Current asset investments consist of listed bonds and shares.

ACCOUNTING POLICIES
Current asset investments are measured at their fair values at the
balance sheet date. Fair value is determined on the basis of the latest
quoted market price.

ACCOUNTING POLICIES
Other debts are measured at amortised cost, substantially corresponding to nominal value. Debts and receivables with the same
counterparty that are settled on a net basis are presented as such
in the balance sheet.

GROUP

PARENT
2018

2017

2018

2017

27,964

6,522

25,794

6,522

8,372

9,860

8,175

9,818

180

61,312

0

61,096

1,108

1,502

979

1,432

37,624

79,196

34,948

78,868
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21 
DERIVATIVE FINANCIAL INSTRUMENTS
AND FAIR VALUE MEASURES
PARENT

EUR ’000
Proposed dividend for the year
Extraordinary dividend paid out during the year
Reserve for net revaluation under the equity method
Retained earnings

2018

2017

0

14,000

75,000

10,000

2,325

2,531

-21,358

20,662

55,967

47,193

Financial risks at Danske Commodities affecting financial instruments are primarily market risk and credit risk. For more information
about risk management in general, see the Risk Management section
on pages 26-29.

As commodity exchanges generally settle fair values on a daily basis,
Danske Commodities considers its exposure to commodity exchanges
to be insignificant. In addition, the remaining fair value exposure is to
a large extent covered by credit insurance.

GROUP

PARENT
2018

EUR ’000
Fair value of financial transactions, asset
Fair value of financial transactions, liability
Fair value of financial transactions, net

2017

2018

2017

676,549

306,707

676,549

306,707

-661,435

-297,268

-661,435

-297,268

15,114

9,439

15,114

9,439

20 CASH FLOW
GROUP
CASH FLOW STATEMENT – ADJUSTMENTS

GROUP

EUR ’000
Financial income
Financial expenses
Share of profit in associated companies after tax
Amortisation, depreciation and impairment losses incl. losses and gains on sale
Hedging contracts
Tax on profit/loss for the year
Exchange rate adjustments

CASH FLOW STATEMENT – CHANGE IN WORKING CAPITAL
EUR ’000

2018

2017

-2,980

-6,981

3,194

2,585

19

0

3,649

1,930

149

625

15,626

13,126

-407

-452

19,250

10,833

GROUP
2018

2017

Change in inventories

-27,662

-3,492

Change in receivables

-20,839

-62,669

43,230

47,565

-5,271

-18,596

Change in payables

ACCOUNTING POLICIES
Cash flow statement
The cash flow statement shows the Group’s cash flows for the year
broken down by operating, investing and financing activities, changes
for the year in cash and cash equivalents as well as the Group’s cash
and cash equivalents at the beginning and end of the year.
Cash flows from operating activities
Cash flows from operating activities are calculated as the net profit/
loss for the year adjusted for changes in working capital and non-cash
operating items such as depreciation, amortisation and impairment
losses, and provisions. Working capital comprises current assets less
short-term debt excluding items included in cash and cash equivalents.
Cash flows from investing activities
Cash flows from investing activities comprise cash flows from

acquisitions and disposals of intangible assets, property, plant and
equipment as well as fixed asset investments.
Cash flows from financing activities
Cash flows from financing activities comprise cash flows from the
raising and repayment of long-term debt as well as payments to and
from shareholders.
Cash and cash equivalents
Cash and cash equivalents comprise 'Cash at bank and in hand'
and 'Current asset investments'. 'Current asset investments' consist
of short-term securities that can readily be turned into cash.
The cash flow statement cannot be derived exclusively from the
published financial statements.

EUR ’000

PARENT

Fair value
Fair value
of financial
of financial
transactions – transactions –
assets
liability

Fair value
Fair value
of financial
of financial
transactions – transactions –
assets
liability

Commodity exchanges

411,001

383,010

411,001

383,010

Other

265,548

278,425

265,548

278,425

Total at 31 December 2018

676,549

661,435

676,549

661,435

Market risk
Danske Commodities’ market risk arises in both commodity and
financial markets, in which changing energy prices and volumes as
well as foreign exchange rate fluctuations are key risk factors.
The risk related to fluctuations in energy prices and volumes are
monitored and hedged in accordance with the policies and mandates
assigned by the Risk Management function. Positions are only allowed
within given mandates. The hedged positions account for a significant
part of the derivatives’ fair value. At 31 December 2018, power derivatives from the trading portfolio, customer business and hedging
thereof amounted to a net receivable of EUR 15.2 million. Derivatives
regarding power capacities amounted to a net payable of EUR 2.0
million at 31 December 2018. The traded gross volumes of these
derivatives were 137.9 TWh for power derivatives and 26.6 TWh for
power capacities.
The other key risk factor, exchange rate fluctuations, is not deemed
to be a part of the core business of Danske Commodities. The risk
is mitigated and hedged by the Treasury function on a daily basis in
accordance with the mandates, policies and hedging strategy approved
by the Board of Directors. The risk relates to a wide range of currencies to which the daily commercial business is exposed. At the end of
2018, the fair value of foreign exchange forward contracts amounted
to EUR 1.9 million. The foreign exchange forward contracts had been
entered into for the purpose of hedging future cash flows and fair value
in a range of currencies, primarily GBP, TRY and BGN. The hedging
activity related to these currencies can be specified as follows:

■	
Hedging of future net cash inflows in GBP was GBP 69.9 million.
The GBP forward contracts have a duration of one to two months.
■	
Hedging of future net cash inflows in TRY amounted to
TRY 28.2 million. The TRY forward contracts have a duration
of one to two months.
■	
Hedging of future net cash outflows in BGN was BGN 22.2 million.
The BGN forward contracts have a duration of one to two months.
Credit risk
Exposure to credit risk can arise in Danske Commodities’ trading
and treasury operations. Danske Commodities manages credit risk
through a clear framework of policies and procedures defined by the
Board of Directors, Executive Management and the Risk Management
function. Responsibilities are divided between different business
teams, Risk Management, the Executive Management and the Board
of Directors.
A thorough Know Your Customer (KYC) process is carried out for
all counterparties with whom Danske Commodities engages in
transactions.
Danske Commodities has credit insurance covering the main portfolio of bilateral counterparties which outlines the credit line applied
to each counterparty. The insurance does not cover clearing houses
and entities in or partly in the public sector, as these are considered
minimal risk counterparties.
The credit risk affecting the derivative financial instruments measured
at fair value is considered minimal.
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DERIVATIVE FINANCIAL INSTRUMENTS
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22 
SECURITY AND OTHER FINANCIAL OBLIGATIONS
GROUP

Fair value measurement
Financial instruments measured and held at fair value in the balance
sheet are as a main rule measured based on prices in an active market.
For some derivatives, measurement cannot be based on prices
in an active market or on observable data. Such derivatives are
measured by way of internal models with a valuation technique using
non-observable data. Derivatives measured using non-observable
data are:
Power capacities
– Capacities are recognised at their intrinsic value given by the
spread between the two borders, less option premiums and
capped at the capacity cost.
Power derivatives traded in very illiquid and/or unquoted markets
– Derivatives are recognised using internal models where main
inputs relate to deriving expected future commodity prices.
The valuation process of the derivatives includes input from relevant
stakeholders of Danske Commodities, and the final valuation is verified and approved by the Risk Management function.

ACCOUNTING POLICIES
Derivative financial instruments
Derivative financial instruments are initially recognised in the balance
sheet at cost and are subsequently remeasured at their fair values.
Positive and negative fair values of derivative financial instruments
are classified as 'Other receivables' and 'Other payables', respectively.
Derivative financial instruments with positive fair values are offset
against derivative financial instruments with negative fair values
when settled on a net basis.
Contracts for the delivery of power are classified as derivative
financial instruments when there is a practice of net settlement in
respect of similar contracts, including saleback before delivery.
Changes in the fair values of derivative financial instruments are
recognised in the income statement unless the derivative financial
instrument is designated and qualify as hedge accounting, see below.
Hedge accounting
Changes in the fair values of financial instruments that are designated
and qualify as fair value hedges of a recognised asset are recognised
in the income statement as are any changes in the fair value of the
hedged asset related to the hedged risk. Fair value hedging comprises
binding contracts concerning the delivery of power at a fixed price.
Hedged fixed-price contracts are thus recognised at the accumulated
change in the fair values of the contracts occurring since the time when
the contracts were hedged. Positive and negative values of hedged
fixed-price contracts are classified as 'Other receivables' and 'Other
payables', respectively.
Changes in the fair values of financial instruments that are designated
and qualify as hedges of expected future transactions are recognised
after tax in retained earnings in equity as regards the effective portion
of the hedge. The ineffective portion is recognised in the income
statement. If the hedged transaction results in an asset or a liability,
the amount deferred in equity is transferred from equity and recognised in the cost of the asset or the liability, respectively. If the hedged
transaction results in an income or an expense, the amount deferred
in equity is transferred from equity to the income statement in the
period in which the hedged transaction is recognised. The amount is
recognised in the same item as the hedged transaction.

EUR ’000

PARENT
2018

2018

724

0

3,063

0

3,787

0

-

5,060

-

2,095

Security
The following assets have been placed as
security for debt to mortgage credit institutions:
Buildings with a carrying amount of
Other fixtures, fittings, tools and equipment with a carrying amount of

The following assets have been placed as security for debt to banks:
Mortgages registered to the mortgagor totalling
DKK 4 million, security in buildings and other property,
plant and equipment at a total carrying amount of

Other financial obligations
The Parent Company has provided guarantees toward counterparties
of subsidiaries, which at the balance sheet date amounted to
Furthermore, the Parent Company has provided a unlimited guarantee
toward one counterparty of a subsidiary.

The Parent Company has provided guarantees for payment toward banks
of subsidiaries, which at the balance sheet date amounted to

The Company has entered into contracts on operating leases with
a period of non-terminability of up to 57 months.
Lease obligation relating to operating leases fall due in:
0-1 year

1,150

1,136

1-5 years

147

147

> 5 years

0

0

The Parent Company has provided guarantees for the outstanding
liabilities which Danske Commodities UK Limited was subject to
at 31 December 2018 and the outstanding liabilities which Danske
Commodities Deutschland GmbH was subject to at 31 December 2018
and until 31 December 2019. Moreover, the Parent Company has provided a guarantee for the outstanding liabilities which DC Generation
A/S was subject to at 31 December 2017 and until the annual report
for 2018 for DC Generation A/S has been submitted, cf. note 8 to the
Financial Statements.

The Danish group enterprises are jointly and severally liable for tax
on the taxable income etc. in the joint taxation. Total corporation tax
payable is shown in the annual report of Lind Invest ApS which is the
administration company of the jointly-taxed companies. Furthermore,
the Danish group enterprises are jointly and severally liable for
Danish withholding taxes such as tax on dividend, royalty and interests.
Any subsequent adjustments to corporation tax and withholding taxes
may increase the Company’s obligations.
At the balance sheet date, the Company had no other financial
obligations.
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23 OWNERSHIP AND RELATED PARTIES
Control at 31 December 2018
Lind Invest ApS (Parent Company)

of the Company, together with their immediate families. Furthermore,
related parties include companies in which Lind Invest ApS and the
aforementioned individuals have significant influence or control.

The Company is included in the Consolidated Financial Statements
of the Parent Company.

In accordance with Section 98C, seventh paragraph of the Danish
Financial Statements Act, the Company only reports on transactions
with related parties not completed on an arm’s length basis.

The consolidated financial statements of Lind Invest ApS can be
obtained at the following address:
Vaerkmestergade 25, 14., DK-8000 Aarhus C
Other related parties
Other related parties in the period 1 January 2018 to 31 December
2018 comprise the management of Lind Invest ApS as well as the
Board of Directors, Executive Board and Senior Management Group

Ownership
From 31 January 2019 Equinor Refining Norway AS, 5954 Mongstad,
1263 Lindås, Norway is registered in the Company’s register of
shareholders as holding more than 95% of the votes and shares.

24 EVENTS AFTER THE BALANCE SHEET DATE
No events have occured since the balance sheet date which could
materially affect the Company's financial position.

25 DEFINITIONS OF FINANCIAL RATIOS
Gross margin

=

EBIT margin

=

Scalability

=

Return on assets

=

Return on capital employed

=

Equity ratio

=

Return on equity

=

Gross profit x 100
Revenue
EBIT x 100
Revenue
EBIT x 100
Gross profit
EBIT x 100
Total assets
EBIT x 100
Average total assets less non-interest bearing debt
Equity at year end x 100
Total assets
Net profit for the year x 100
Average equity

Average number of employees:

Calculated as average number of full-time employees

Number of employees, end of year:

Calculated as number of employees at end of year
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MARKET ACCESS

SUBSIDIARIES

BRANCHES

Danske Commodities Albania Sh.p.k.
St. Ibrahim Rugova, Sky Tower, floor 9/1, Tirana
Albania

Danske Commodities A/S, organizační složka
Minoritská 10, 602 00 Brno
Czech Republic

Danske Commodities Australia Pty Limited
Level 20, 1 Market Street, Sydney NSW 2000
Australia

Danske Commodities A/S Aarhus
Sucursala Bucuresti
Bucharest, 1st District, 47 Aviatorilor Boulevard,
1st Floor, Office no. 4
Romania

Danske Commodities BH d.o.o.
Avaz Twist Tower, Tešanjska broj 24a,
71000 Sarajevo
Bosnia and Herzegovina
YEAR

COUNTRIES

POWER GRIDS

COUNTRIES

GAS HUBS

2004

Denmark
Germany

ENERGINET (DK1, DK2)
50HERTZ, AMPRION, TRANSNET-BW, TENNET-DE

_

_

2006

France
Italy
Spain
Luxembourg
Netherlands

RTE
TERNA (IT1, IT2, IT3, IT4, IT5, IT6)
REE
CREOS
TENNET-NL

_

_

2007

Austria
Switzerland
Czech Republic

APG
SWISSGRID
CEPS

_

_

2008

Belgium
Greece
Slovenia

ELIA
IPTO (ADMIE)
ELES

_

_

2009

United Kingdom
Sweden
Finland
Norway

NATIONAL GRID
SVENSKE KRAFTNÄT (SE1, SE2, SE3, SE4)
FINGRID
STATNETT (NO1, NO2, NO3, NO4, NO5)

Denmark
Germany

GTF
GSPL, NCG, GSPL-L, NCG-L

2010

Hungary

MAVIR

Czech Republic

CZ VTP

2011

Romania
Serbia
Bulgaria
Slovakia
Macedonia
Portugal
Croatia
Montenegro
Poland

TRANSELECTRICA
EMS
ESO
SEPS
MEPSO
REN
HOPS
CGES
PSE

Slovakia
Austria
France
Netherlands

PEG-N, TRS
TTF

2012

Ukraine
Turkey
Albania
Ireland

UKRENERGO
TEIAS
OST
EIRGRID

Italy
Poland
Belgium

PSV
PL VTP
ZTP, ZEE, ZTP-L

2013

Kosovo
Bosnia and
Herzegovina

KOSTT
NOS BIH

Hungary
United Kingdom
Switzerland

MGP
NBP
SWISSGAS

2015

Lithuania
Estonia
Latvia

LITGRID
ELERING
AUGSTSPRIEGUMA H

Slovenia

PLINOVODI

Spain
Luxembourg

PVB
CREOS

Danske Commodities Italia s.r.l.
Via Dante 7, cap 20123, Milano
Italy
Danske Commodities Kosovo SH.P.K.
Mujo Ulqinaku, No. 5, Ap. 10,
Pejton 10000, Pristine
Kosovo
Danske Commodities DOOEL Skopje
16, 8 Septemvri Blvd, Hyperium Business Center,
2nd floor, 1000 Skopje
Macedonia
Danske Commodities Serbia d.o.o.
Dragiše Brašovana 10, 11070 Belgrade
Serbia
Danske Commodities Sweden AB
Vaerkmestergade 3, 3, 8000 Aarhus C
Denmark (domiciled in Stockholm, Sweden)

2017

Georgia

GEORGIAN TRANSMISSION

Ireland
Ukraine

IBP
UKRTRANSGAZ

2018

Australia

AEMO

Bulgaria
Greece
Norway (North Sea)
Portugal

Bulgartransgaz
DESFA
Gassco
REN Gasodutos

Danske Commodities Turkey Enerji Ticaret A.Ş.
Esentepe Mah. Ali Kaya Sok. Polat Plaza B Blok
N.2 K.3 B.75, 34394 Şiṣli, Istanbul
Turkey
Danske Commodities Ukraine LLC
Rognidyns’ka street 3, office 10, Kyiv 01004
Ukraine
*Danske Commodities' market access as of 2018

2016

Danske Commodities Deutschland GmbH
Groβe Elbstraβe 42, 22767 Hamburg
Germany

Danske Commodities UK Limited
2nd Floor, Waverley House, 7-12 Noel Street
London W1F 8GQ
United Kingdom

Danske Commodities UK
2nd Floor, Waverley House, 7-12 Noel Street
London W1F 8GQ
United Kingdom

ASSOCIATED COMPANIES
Frey P/S
Jaegergaardsgade 97, 8000 Aarhus C
Denmark
Frey GP ApS
Jaegergaardsgade 97, 8000 Aarhus C
Denmark

Danske Commodities challenges market inefficiencies
with international trade, moving energy from where
there is more than needed to where it is needed most.
As an agile energy trading house, we compete with
established players to bring freedom of choice and fair
energy prices to producers, suppliers and consumers.
We trade across borders, ensuring that energy markets
stay competitive, efficient and balanced. Every minute
of the day. Every day of the year.
WE CHALLENGE. WE COMPETE. AND THEN WE REPEAT.

HEADQUARTERS
DANSKE COMMODITIES
VAERKMESTERGADE 3
DK 8000 AARHUS C
DENMARK
PHONE +45 8833 8181
FAX +45 8612 2430
WWW.DANSKECOMMODITIES.COM
VAT NO. DK28113951

