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Total number of vessels: 6

ECO design MR Product tankers: &

ICE class MR Product tankers: 2

MT Vukovar, built: 2015
design MR product tanker
Lenght/width: 183/32 m

Cargo capacity: 49,990 dwt

MT Zoilo, built: 2015
design MR product tanker
Lenght/width: 183/32 m

Cargo capacity: 49,990 dwt

MT Dalmacija, built: 2015
design MR product tanker
Lenght/width: 183/32 m

Cargo capacity: 49,990 dwt

MT Pag, built: 2015
design MR product tanker
Lenght/width: 183/32 m

Cargo capacity: 49,990 dwt

MT Velebit, built: 2011
class MR product tanker
Lenght/width: 195/32 m

Cargo capacity: 52,554 dwt

MT Vinjerac, built: 2011
class MR product tanker
Lenght/width: 195/32 m

Cargo capacity: 51,935 dwt




TANKERSKA NEXT GENERATION Inc.

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

Commentsiom the CEO

Trade conflicts and geopolitical instability have become
key drivers of the world economy and its markets.

In these circumstances, and under the strain of the
announced new regulatory environment, the Company
has been able to optimally employ its vessels facing
existing market challenges. Out of a total of 552
maximum possible exploitation days in Q3 2019
Tankerska Next Generation generated 368 days on time
charter with an average gross daily hire of USD 16,162.50
in a rather anaemic spot market where a slight recovery
was felt only after the quarter and somewhat more in
the second half of October.

Future global market conditions will largely depend on
the US-China trade conflict. President Trump recently
expressed optimism that a positive outcome will be
achieved soon. Indeed, what is happening in the US and
the PRC is more important for the financial markets than
what is happening in the rest of the world, so a deal or
economic truce between the US and China could give a
significant boost to the mood despite the poor European
and Asian economic data.

The Brexit saga continues. The UK should leave the EU in
"x" days. It's hard to say what happens next. The
outcome of an election or referendum would be
extremely uncertain. But what is clear now is that the
European Union wants Britain to finally close the chapter
of EU history by leaving, so that members of the old

continent can move on to burning issues, from migration
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and enlargement to the controversial seven-year budget
after Brexit.

From 1 January 2020, sulfur oxide emissions from ships
will be significantly reduced under the forthcoming IMO
regulation. This will undoubtedly have significant
benefits for human health and the environment globally
- but will also present a challenge for industry. This "IMO
2020" rule means that the sulfur limit for fuels used on
ships operating in the high seas is reduced to 0.50%,
while within the ECAs (emission controlled areas) the
limit will remain at a very strictly controlled 0. 10%. The
current limit for navigation on the high seas is 3.50%, so
the change is significant and will mean the transition to
new types of compatible fuels for most ships; very low
sulfur (VLSFO) fuel or more expensive diesel. VLSFO
blends are new to the market and are only just beginning
to be commercially available.

As we approach the end of the year, we face what the
market has long expected; ship repairs and modifications
are flourishing, while shipyards try to do their best. At
present, the sole task of all ship repair yards is to adapt
to as many projects as possible and “push” them in as
short a time as possible, despite the prevailing
limitations on berth capacities, free dry-dock capacities
and human resources.

Another, but this time unexpected, factor that has
recently created an even more turmoil in the shipyards is
the unprecedented rise in freight rates in the VLCC

sector. This has created a one-sided effort by shipowners
to delay scheduled installations and modifications, to
take full advantage of the extraordinarily high market,
which obviously cannot last at these levels. These
postponement attempts come with a very short notice
and are expected to cause an even more pronounced
bottleneck during the upcoming Chinese New Year.

In conclusion, the order book is also worth mentioning;
which is at its lowest level since 1997; U.S. exports
continuing to grow; then the announced future GHG
(Greenhouse gas) emission regulations; which should, in
addition to the above macro factors, become key
determinants that will in many ways affect the new
market balance in the product tankers market or
transportation by sea in general.

Results for the first nine months of 2019:

Vessel revenues: 30.553 mil. USD
EBITDA: 12.133 mil. USD
EBIT: 6.199 mil. USD
Net profit: 2.642 mil. USD

TCE Net:
OPEX:

14,490 USD/day
6,529 USD/day

/" / John Karavani¢, CEO



TANKERSKA NEXT GENERATION Inc.

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

Global market conditions and trade

Trade policies led by Donald Trump have
become increasingly unpredictable since
the start of 2019 with some signs of relief
moving towards the end of the third
quarter of this year. Recent geopolitical
volatility —including attacks on Saudi oil
infrastructure and counter attacks in the
Middle East have sparked surging tensions
worldwide, which seem to have
dominated media attention lately.

The overall escalation in the U.S.-China
conflict and unpredictability of U.S. trade
actions have created additional hesitance,
which has led into caution business
planning, threatening to weaken economic
activity.

All US headlines focus on the Democrats
starting the impeachment against Trump.
If Trump is impeached but is acquitted by
the Senate and then goes on to win a
second term in the 2020 election, it would
be unprecedented in U.S. history. Political
experts conclude that if that happened, it
might be politically impossible to impeach
Trump again because of the political
blowback. Which sets the tone for a mid-
term US outlook. Having said this, US
economy seems to be on firm ground,

Market environment
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with the rest of the world struggling. As
the US consumer is still in a good mood
and not particularly financially vulnerable,
a recession in the US (which s
undoubtedly coming at some stage) is
unlikely to start during the next couple of
quarters.

On the other hand the general outlook for
the global economy in the next couple of
quarters is looking mild. European and
Asian data looks weak and it is hard to
foresee what could lead to a material
improvement any time soon.

China GDP slows further

The most direct effect China has on the
rest of the world is through trade. China’s
GDP was up 6.0% yoy in Q3, down from
6.2% in Q2 and the lowest growth rate in a
long time. The number was slightly lower
than expected but the trend of slowing
growth has been visible for a while.

A resolution of the conflict with the US
would be very helpful. Chinese authorities
have taken a lot of relatively small
measures to prop up growth in response
to the slowdown and the effect of the
trade conflict in particular. So far,
however, the effects are not overwhe-
Iming.

The escalation of trade/tech tensions
between the US and China since early
2018 has proven a key headwind for global
growth, including for China and emerging
Asia. After a re-escalation of US-China
tensions since May 2019 — with new tariffs
introduced, existing tariffs raised and all
kinds of non-tariff measures taken as well
— over the past month we have seen some
goodwill gestures by both sides suggesting
a potential shift in political calculus in both
Washington and Beijing. The two countries
have been working to resolve their trade
dispute, with the United States
announcing a “phase 1” deal with China on
trade matters and suspending a scheduled
tariff hike for October, hopefully to be
concluded in a future meeting at the APEC
Summit in November.

Global shipping

Adopted in April last year, the IMO’s GHG
Strategy (Green House Gas Strategy)
outlines the shipping sector’s required
contribution to emissions reduction in the
context of the Paris Agreement. Many
shipping stakeholders expect that a
binding commitment on CO, emissions will
be the next big regulatory priority on the
IMQ’s environmental agenda following the
implementation of the sulphur cap in
2020.

Some countries are already drawing up
plans to reach the GHG Strategy’s goal of a
50% reduction in CO2 emissions by 2050.
The UK has been an early mover,
announcing that it aims to ensure that all
new ships ordered for use in coastal and
inland waters are equipped with zero
emission propulsion capability as early as
the year 2025. But there are practical,
technical and financial challenges that will
need to be overcome before these
ambitions can become a reality.

Energy outlook and the US Energy shift Qil
markets in September withstood a large-
scale supply disruption as the attacks on
Saudi Arabia temporarily affected about
5.7 mb/d of crude production capacity. On
Monday 16 September, the first trading
day following the attacks, Brent prices fell
back as it became clear that the damage
would not cause significant disruption.
Saudi Aramco managed to promptly
restore operations and maintain customer
confidence.

Blackrock, October 2019

ABN AMRO/Reuters, October 2019
Fortune Marine, October 2019
IEA, October 2019
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The recent attacks in Saudi Arabia were a sharp
reminder that the world cannot take oil security for
granted, even when markets are well supplied. But
there have also been suggestions that this kind of
disruption to oil supply could have less impact in the
future, either because of changes in oil markets or
because oil itself is set to be side-lined by accelerated
transitions to other energy sources.

The short answer is that there is little room for
complacency. The market and policy environment
may be changing, rapidly in some areas, but oil
security concerns do not disappear. Whether we like
it or not, what happens in oil markets will still matter
for all of us — for decades to come.

Last week, the International Energy Agency (IEA) cut
its estimate for global oil demand growth in 2019 to
1.0 million barrels per day (mb/d), a reduction of
65,000 b/d. For 2020, they now expect 1.2 mb/d
growth, about 100,000 b/d less than their previous
forecast. The IEA cited a weakening outlook for the
major global economies as the main reason for its
outlook revision. The short-term outlook of the U.S.
Energy Information Administration (EIA) is also more
bearish.

OPEC has also slightly reduced its 2019 estimate,
although it did not change the 2020 growth outlook
in its latest report. To top it off, the IMF has also
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reduced its outlook for the world economy. It expects
that growth this year will be the weakest since the
2008 global financial crisis. After 3.6% growth in 2018,
this year’s global expansion falls to 3.0%, with a slight
rebound to 3.4% in 2020.

These numbers are 0.2% (2019) and 0.1% (2020)
lower than the previous World Economic Outlook
Projections from July 2019.

While the latest oil demand projections only paint
part of the picture. The oil supply situation looks
more promising from a tanker owner’s perspective.
Rapid growth from non-OPEC producers in the
Atlantic basin will drive tanker ton-miles. U.S. crude
production and exports are expected to continue
their rapid growth in 2020. While with different views
on the exact volumes, the industry agrees that there
will be substantial growth.

OPEC expects 1.5 mb/d more from North America,
while the EIA sees expansion of 1.6 mb/d. While
some U.S. crude will end up in Europe, most of it will
be exported long-haul to Asia.

The U.S. energy revolution has effectively provided
spare oil production capacity to the world, and it has
shortened the time between initial drilling and
delivery to market to days or weeks versus months or
years, as in the past.

Market environment

The revelation that significant Saudi Arabian
production capacity was lost was almost immediately
offset in part by efforts to soothe global markets —
first by the Saudis announcing they would bring
additional offshore production capacity to market,
and second by the Trump Administration indicating it
would release an undetermined amount of the U.S.
strategic petroleum reserve.
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Tanker markets

On the tanker supply side, the risk of fleet
growth is limited in the short term.

Market environment

Product tankers
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Market environment

BCTI (Baltic Exchange
Clean Tanker Index)
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Full Route Description - TC2_37 37,000mt CPP/UNL. Full Route Description - TC14 38,000mt Full Route Description - MR Atlantic
Continent to US Atlantic coast (Rotterdam to New CPP/UNL/diesel. US Gulf to Continent Basket Contributing routes: TC2 TCE &
York). (Houston to Amsterdam). TC14 TCE
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Results
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COMMERCIAL RESULTS SUMMARY
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Results for the first nine months of 2019

Vessel revenues in the first nine
months of 2019 amounted to
HRK 201.2m and were 7,9%
lower in comparison to the same
period of 2018, while EBITDA was
recorded at HRK 79.4m, which is
6.4% higher in comparison to last
year’s HRK 74.6m.

The Company's net profit in the
first nine months of 2019
amounted to HRK 17.6m and it is
a result of the positive
contributions from four time
charter fixtures concluded this
year.

The operating profit for the first
three quarters of this year was
HRK 40.5m and is the result of
the stable income generated
from the time charters.

The average TCE during the first
nine months of the year was
recorded at USD 14,490.

The first three quarters of 2019
were marked by the usual

operating expenses, as a result of
the efforts of management to
optimize the operations.

Commissions and voyage
associated costs amounted to
HRK 44.9m, while in the first nine
months of 2018 they amounted
to HRK 71.0m. This decrease is a
result the change of employment
strategy of Vukovar, Velebit, Pag
and Dalmacija  which by
operating on time charter
contract have lower voyage
associated costs e.g. port costs,
bunker, which is accountable to
the charterer.

Total operating costs of the fleet
amounted to HRK 70.5m in the
nine months of 2019 and were at
the same level as in the same
period in 2018 when they
amounted to USD 69.3m. In the
operating currency, operating
costs are showing the same trend
in comparison to 2018. This trend
is a result of the increased

Interim management report

operational efficiency.

Depreciation costs in the first
three quarters of 2019 amounted
to HRK 39.2m. All the vessels in
operation are depreciated over
an estimated useful life span of
25 years on a straight line basis
to their residual value, which
represents their scrap value on
the international market.

General and  administrative
expenses were at the similar
level as in the first three quarters
of 2018 (HRK 4.2m) as a result of
continued cost control efficiency.
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Total revenues for the third quarter of 2019
amounted to HRK 65.2m (USD 9.83m), while EBITDA
reached HRK 32.3m (USD 4.90m).

The net profit for the third quarter of 2019 amounts
to HRK 11.2 million (USD 1.69m).

Third quarter EBIT was HRK 18.5m (USD 2.9m) and
is a result of market exposures at which freight
rates stabilized at much higher level than 2018.

In the third quarter of 2019, vessels’ revenues
reached HRK 65.0 million (USD 9.81m), which is a
decrease expressed in Kuna from the same period
last year.

This level of revenue is the result of less exposure of
the TNG fleet on the spot market, where the ship-
owner achieves nominally higher revenue, but at the
same time has increased voyage-related costs.

The average daily TCE of the fleet during the third
quarter was recorded at USD 15,835.

Operating expenditures of the fleet amounted to
HRK 23.2m (USD 3.47m) in the third quarter of 2019
and have somewhat decreased from the last quarter
when they were USD 3.94m.

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

Results for the third quarter of 2019
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Commissions and voyage associated costs amounted
to HRK 7.16 million (USD 1.07 million) in the third
quarter of 2019, while in the third quarter of 2018
they added up to HRK 31.8 million (USD 4.97m). The
decrease in these expenses is due to less exposure
of TNG’s fleet in the spot market.

Depreciation costs in the third quarter of 2019
amounted to HRK 13.8m (USD 2.0m). All the vessels
in operation are depreciated over an estimated
useful life span of 25 years on a linear basis to their
residual value, which represents their scrap value on
the international market.

General and administrative expenses were recorded
at HRK 1.54m (USD 0,265m) are slightly up against
the same period last year.
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TNG’s CURRENT FLEET

Currently TNG's fleet consists of six MR
tankers in operation (Velebit, Vinjerac,
Vukovar, Zoilo, Dalmacija and Pag). The
Group owns an operating fleet which
consists of two conventional ice class
tankers and four eco-design modern
product tankers with a total capacity of
300,000 dwt. On September 30t, 2019 the
average age of the vessels in TNG’s fleet is
5.52 years.

CURRENT CHARTERING STRATEGY
Dalmacija

During the first quarter of 2019, a twelve-
month contract was secured for the period
at USD 16,000 per day with Trafigura
Maritime Logistics TCP DTD (“Trafigura”).

Capacity Hire rate

Velebit 52,554
Vinjerac 51,935
Vukovar 49,990
Zoilo 49,990
Dalmacija 49,990
Pag 49,990

Operational data of the fleet

Interim management report

Upon expiration of the current contract in
Q1 2020, the charterer has an option to
extend the contract for an additional
(maximum) 385 days at a similar rate.

Velebit

Tankerska Next Generation in mid-March
secured the one year employment of the
conventional ice class product tanker MT
Velebit. The tanker will be under a
shipping contract with Clearlake Shipping
Pte Ltd (“Clearlake”) with a contracted rate
of USD 14,500 per day and upon expiry of
the current contract, the charterer has the
option to extend the contract for an
additional 8 months with an approximate
USD 1,000 premium.

Clearlake 14,500
Time charter (until Q2 2020)
SPOT market Voyage charter

17,000

KOCH

Time charter (with charterers’ option to

extend for up to 12 months)

SPOT market Voyage charter

Trafigura 16,000
Time charter (until Q2 2020)
17,150

KOCH

Time charter (with charterers’ option to

extend for up to 12 months)

Average age of MR fleet
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Vukovar and Pag

Tankerska Next Generation in mid-May
secured 6-month employment for 2 ECO
class product tankers MT Vukovar and MT
Pag. The vessels will be under a shipping
contract with Koch Shipping Pte Ltd. with
charterer’s option to extend for up to 12
months.

Vinjerac and Zoilo

The short-term time charter with Clearlake
Shipping Pte Ltd (“Clearlake”) expired at
the beginning of Q2 2019 and TNG
continued employment of the ship on the

spot market, assessing that this type of
employment represents an optimal
strategy for using the fleet’s commercial
potential. Since MT Zoilo’s redelivery in
July 2018, she has been operating on the
“spot” market, estimating that this type of
employment is at present an optimum
strategy for using the fleet’s commercial
potential.

12
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I-IX I-IX I-IX
OPERATIONAL DATA OF THE FLEET o 2018 2019

Time Charter Equivalent rates (USD/day)

Daily vessel operating expenses (USD/day)
Operating days (number)
Revenue days (number)

Fleet utilization (%)

Tankerska Next Generation takes on the
conservative approach of fixing medium-
term employment time charters for its
fleet, which became apparent in the
escalating market conditions in 2015
when key time charters were concluded.
At the time, the concluded time charter
contracts enabled TNG to achieve results
above the market average. At present, the
majority, or four out of six units, are
employed on time charter which currently
provide adequate levels of cash flow.

By positioning part of the fleet on the
spot market, management has secured
sufficient flexibility for future
employment, relying on publicly available
industry forecasts and analysis, which
indicate a medium term freight rate

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

Operational data of the fleet

Interim management report

15,782 14,057 14,490
6,691 6,607 6,529
1,638 1,638 1,638
1,571 1,638 1,638

95.9% 100.0% 100.0%

recovery. We believe that the first
indications of fundamental market
recovery for product tankers have
become apparent in the final weeks of the
2018.

The average TCE net rate for the first nine
months of 2019 added up to USD 14,490.

The average daily vessel operating
expenses (OPEX) in the first nine months
of 2019 amounted to USD 6,529 per
vessel, which is a moderate decrease in
comparison to the same period last year.

The Ballast Water Convention of the
International Maritime  Organization
entered into force on September 8, 2017.

After September 2017, the approved ballast
water treatment system will have to be
installed by the time it is necessary to renew
the International Qil Pollution Prevention
(IOPP) certificate, which for TNG means that
the systems will be installed on vessels
following a five-year drydock cycle that
should start from the middle of 2020,
depending on the binding deadlines and
future business conditions.

Ecological control is growing with record-
breaking penalties issued for pollution. New
ballast water management rules aimed at

organisms are welcome, but will also add
significant costs and potentially bring new
risks for shipping.

The ballast water treatment system actively
removes, kills or deactivates reproduction
systems of organisms in ballast waters before
returning them to the ecosystem. The
expected cost of system itself will be ranked
at around USD 450,000 to 550,000 per vessel
which does not include the costs of delivery
and installation, bearing in mind that ECO
tanker Dalmacija was delivered with an
already installed ballast water treatment

halting the spread of harmful aquatic system.
Secured income days in 2019

(1,055 days)
Vinjerac
Velebit
Dalmacija
Vukovar
Pag
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Financial position summary
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FINANCIAL POSITION | 315t Mar 2019 30thJun 2019 | 30th Sep 2019 |31st Mar 2019| 30th Jun 2019 | 30th Sep 2019 LAesl
SUMMARY (HRK 000) (HRK 000) (HRK 000) (USD 000) (USD 000) (USD 000) 100000

80000
Bank debt 609,513 590,196 586,161 92,210 90,865 86,519 -
Cash and cash
equivalents 47,947 70,653 55,364 7,254 10,876 8,171 0000

20000
Net debt 561,566 519,543 530,797 84,956 79,989 78,348 ,

Capital and reserves Net debt Bank debt

Capital and reserves 640,212 632,964 671,398 96,853 97,445 99,121
Gearing ratio 30 September 2018. (USD 000) 31 December 2018. (USD 000) m 31 March 2019. (USD 000)
Net debt / (Capital and reserves + Net 47% 45% 44% 47% 45% 44% 30 June 2019. (USD 000) m 30 September 2019. (USD 000)

debt

simultaneously  requires a  higher
liquidity, due to the fact that the ship
owner covers the voyage related

distributable cash flow, while lowering
the risk of the business by focusing on
medium to long term time charter

Tankerska Next Generation concluded
the first nine months of 2019 with 4
percentage points less gearing, down to

44% in comparison to the end of 2018.
This decreasing debt is in accordance
with the loan repayment plans of TNG
and regular decrease in indebtedness,
while a further decrease in the
company’s debt is expected in the future.

Securing sufficient levels of financing
(both debt and equity financing),
provides stable foundations for delivering
the company’s strategy and increasing

periods.

With a goal to maximize the commercial
benefits to the fleet, the vessels, whose
time charter contracts expired during the
year, MT Vinjerac and MT Zoilo have
been transferred to the spot market. This
model of employment at the current
market conditions offers management
enough flexibility to timely react to the
positive changes in hire rates, while it

expenses in advance of being compe-
nsated, while on time charter the Owner
receives the hire upfront.




INCOME STATEMENT AND
STATEMENT OF OTHER
COMPREHENSIVE INCOME

INCOME STATEMENT AND STATEMENT OF
OTHER COMPREHENSIVE INCOME FOR

THE FIRST NINE MONTHS OF 2019
unaudited

Revenues

Other revenues

Sales revenues

Commission and voyage related costs
Vessel operating expenses

General and administrative

Other expenses

Total operating expenses

EBITDA

Depreciation and amortization
Impairment

Operating profit (EBIT)

Net interest expenses

Net foreign exchange gains (losses)
Net income

Other comprehensive income

Total comprehensive income
Weighted average number of shares
outstanding, basic & diluted (thou,)

Net income (loss) per share, basic & diluted

July —
September
2018

(HRK 000)

80,785
102
80,887
(31,843)
(25,192)

(1,447)

(58,482)
22,405

(12,973)

9,432
(6,432)
(705)
2,295
7,006
9,301
8,720

0.26

January —
September
2018

(HRK 000)

218,407

845
219,252
(70,973)
(69,288)

(4,376)

(144,637)
74,615

(38,130)

36,485
(18,927)
(808)
16,750
13,494
30,244
8,720

1.92

July —
September
2019

(HRK 000)

65,029
124
65,153
(7,156)
(23,148)
(1,541)
(999)
(32,844)
32,309

(13,844)

18,465
(7,281)
(5)
11,179
27,254
38,433
8,720

1.28

ELEA
September

2019

(HRK 000)

201,155
686
201,841
(44,918)
(70,531)
(4,185)
(2,463)
(122,097)
79,744

(39,239)

40,505
(22,995)
52
17,562
29,608
47,170
8,720

2.01

July —

September

2018

(USD 000)

12,617

16
12,633
(4,973)
(3,935)

(226)

(9,134)
3,499

(2,026)

1,473
(1,005)
(110)
358
1,094
1,452
8,720

0.04

January —
September
2018

(USD 000)

34,111
132
34,243
(11,085)
(10,822)

(683)

(22,590)
11,653

(5,955)

5,698
(2,956)
(126)
2,616
2,108
4,724
8,720

0.30

July —
September
2019

(USD 000)

9,809
19
9,828
(1,068)
(3,473)
(234)
(151)
(4,926)
4,902

(2,010)

2,892
(1,106)
(97)
1,689
(13)
1,676
8,720

0.19

January —
September
2019

(USD 000)

30,553
105
30,658
(6,818)
(10,694)
(637)
(376)
(18,525)
12,133

(5,934)

6,199
(3,510)
(47)
2,642
(14)
2,628
8,720

0.30



BALANCE SHEET "
At the date of 30 September 30th Jun 2019| 30th Sep 2019 31st Mar 2019] 30th Jun 2019] 30th Sep 2019

BALANCE SHEET 2019 (USD 000) (USD 000) (USD 000)

unaudited

Non-Current Assets 1,199,337 1,165,712 1,204,435 181,442 179,469 177,778
Vessels 1,199,221 1,165,599 1,202,148 181,424 179,452 177,441
Vessels under construction - - 2,171 - - 320
Other Non-Current Assets 116 113 116 18 17 17

Current Assets 98,392 101,963 94,362 14,885 15,697 13,950
Inventory 10,346 6,619 6,096 1,565 1,019 923
Accounts receivable 35,916 22,924 31,289 5,433 3,529 4,618
Cash and cash equivalents 47,947 70,653 55,364 7,254 10,876 8,171
Other current assets 4,183 1,767 1,613 633 273 238

Total Assets 1,297,729 1,267,675 1,298,797 196,327 195,166 191,728

Shareholders Equity 640,212 632,964 671,398 96,853 97,445 99,121
Share capital 436,667 436,667 436,667 67,500 67,500 67,500
Reserves 133,988 122,743 150,312 18,609 18,609 18,644
Retained earnings 69,557 73,554 84,419 10,744 11,336 12,977

Non-Current Liabilities 556,393 559,728 570,271 84,174 86,174 84,174
Bank debt 556,393 559,728 570,271 84,174 86,174 84,174

Current Liabilities 101,124 74,983 57,128 15,300 11,547 8,433
Bank debt 53,120 30,468 15,890 8,036 4,691 2,345
Accounts payable 11,856 5,792 4,466 1,795 895 658
Other current liabilities 36,148 38,723 36,772 5,469 5,961 5,430

Total liabilities and shareholders
equity 1,297,729 1,267,675 1,298,797 196,327 195,166 191.728



CASH FLOW
STAT E M E N T CASH FLOW STATEMENT

January — January — IELVELA IELVELA IERTETA January —
FOR THE FIRST NINE MONTHS OF 2019 March June September March June September
— unaudited 2019 2019 2018 2019 2019 2019

(HRK 000) (HRK 000) (HRK 000) (USD 000) (USD 000) (USD 000)

Profit before tax 2,386 6,383 17,562 361 953 2,642
Depreciation and Amortisation 12,630 25,399 39,239 1,951 3,924 5,934
Changes in working capital 9,038 25,030 14,286 1,367 3,854 2,207
Other 2,430 1,427 441 203 119 35
Cash flow from operating activities 26,484 58,239 71,528 3,882 8,850 10,818

Cash inflows from investing activities - = . . 4 _

Cash outflows from investing activities - - (2,177) - - (327)
Cash flow from investing activities - - (2,177) - - (327)
Cash inflows from financing activities - 13,019 - - 2,000 -
":’f Cash outflows from financing activities (34,926) (56,994) (72,553) (5,345) (8,691) (11,036)

1 QT O 14t 0
TN Cash flow from financing activities (34,926) (43,975) (72,553) (5,345) (6,691) (11,036)

™ PP :

"f‘ ey {, =
i L Net changes in cash (8,442) 14,264 (1,025) (1,463) 2,159 (545)
Cash and cash equivalents (beg, of period) 56,389 59,389 56,389 8,717 8,717 8,717

Cash and cash equivalents (end of period) 47,947 73,653 55,364 7,254 10,876 8,171



STATEMENT OF CHANGES IN EQUITY

Other reserves Foreign Other reserves Foreign
STATEMENT OF CHANGES IN EQUITY ) Retained and exchange STATEMENT OF CHANGES IN EQUITY Share Retained and exchange
X Share capital . . " Total R . . . ) Total
unaudited Earnings comprehensive | translation unaudited capital Earnings comprehensive |translation
income reserves income reserves
For the period from 1 Jan to 31 Mar 2019 HRK 000  HRK 000 HRK000  HRK 000 HRK 000 For the period from 1 Jan to 31 Mar 2019 UsDo0oo  UsD 000 UsD 000  USD 000 UsD 000
Balance at 1 January 2019 436,667 67,171 127,063 (6,673) 624,228 Balance at 1 January 2019 67,500 10,383 19641 (1,031) 96,493
Net profit for the period - 2,386 = = 2,386 Net profit for the period - 361 - - 361
Change in capital - = - - - Change in capital - - - = =
Change in other reserves . - - - - Change in other reserves = = ° - -
Changes in other comprehensive income - - - 13,598 13,598 Changes in other comprehensive income = - - 2,057 2,057
Balance at 31 March 2019 436,667 69,557 127,063 6,925 640,212 Balance at 31 March 2019 67,500 10,744 19,641 1,026 98,911
For the period from 1 April to 30 June 2019 HRK 000  HRK 000 HRK 000 HRK 000 HRK 000 For the period from 1 April to 30 June 2019 UsD 000 UsD 000 USD 000  USD 000 UsD 000
Balance at 1 April 2019 436,667 69,557 127,063 6,925 640,212 Balance at 1 April 2019 67,500 10,744 19,641 1,026 98,911
Net profit for the period - 3,997 - - 3,997 Net profit for the period - 592 - - 592
Change in capital - - - - - Change in capital - - - - -
Change in other reserves - - - - - Change in other reserves - - - - -
Changes in other comprehensive income - - - (11,245) (11,245) Changes in other comprehensive income - - - (2,058) (2,058)
Balance at 30 June 2019 436,667 73,554 127,063 (4,320) 632,964 Balance at 30 June 2019 67,500 11,336 19,641 (1,032) 97,445
For the period from 1 July to 30 September 2019 HRK000  HRK 000 HRK 000 HRK 000 HRK 000 For the period from 1 July to 30 September 2019 UsD 000 UsD 000 UsD 000  USD 000 UsD 000
Balance at 1 July 2019 436,667 73,554 127,063 (4,320) 632,964 Balance at 1 July 2019 67,500 11,336 19,641 (1,032) 97,445
Net profit for the period Net profit for the period
P . P : 11,179 - - 11,179 P P ; 1,689 : - 1,689
Change in capital - - = = = Change in capital - - = = =
Change in other reserves . . - - = Change in other reserves B N - - -
Changes in other comprehensive income : : B 27,255 27,255 Changes in other comprehensive income . B . (13) (13)

Balance at 30 September 2019
436,667 84,419 127,063 23,249 671,398 Rl €1 S Sapianioey Ak 67,500 12,977 19,641 (997) 99,121



TANKERSKA NEXT GENERATION Inc.

NET ASSET VALUE
CALCULATION estimate

Total fleet value

Investments

Current assets

Other non-current assets
Total value of other
assets

Cash and cash
equivalents

Bank debt

Net debt
Other non-current
liabilities

Current liabilities
Total value of other
liabilities

NET ASSET VALUE
Weighted average number
of shares outstanding,
basic & diluted
Net asset value per share
(USD)

At the date

30 Sep
2018

(000 USD)

162,860

5,774
55
5,829
6,272
(96,401)

(90,129)

(3,521)
(3,521)

75,039

8,720,145

8.61

At the date

31 Dec
2018

(000 USD)

166,250

6,821
18
6,839
8,717
(97,556)

(88,839)

(4,884)
(4,884)

79,366

8,720,145

9.10

At the date

31 Mar
2019

(000 USD)

175,700

7,631
18
7,649
7,254
(92,210)

(84,956)

(7,264)
(7,264)

91,129

8,720,145

10.45

At the date

30 Jun
2019

(000 USD)

164,770

4,821
17
4,838
10,876
(90,865)

(79,989)

(6,856)
(6,856)

82,763

8,720,145

9.49

At the date

30 Sep
2019

(000 USD)

165,360

5,779
17
5,796
8,171
(86,519)

(78,348)

(6,088)
(6,088)

86,720

8,720,145

9.94

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

NET ASSET VALUE CALCULATION

Interim management report

KEY COMMENTS:

The calculation of the value of the operational
fleet of the Company, which is based on the
average values in the industry for a specific type
of vessel basically contains assumptions and
revenue generating ability of each unit, taking
into account the currently obtainable daily hire,
which can be achieved by employing a specific
type of vessel at the time of evaluation.

The prevailing hire rates fluctuate depending on
the season and the vyear, and thus reflect
changes in freight rates, expectations of future
freight rates and other factors. The degree of
volatility of time charter hire rates is lower for
long-term contracts than the ones fixed in the
shorter term. TNG currently employs the
majority of its fleet on time charter.

The revenue potential of TNG has usually been
backed by secured contracts, which significantly
alleviated the usual volatility of hire rates which
were seen during last years.

Stability of operations was significantly
contributed by the employment strategy of the
fleet which preferred medium-term time charter
employment, which mitigated the short-term
volatility which is reflected in the changing

freight rates, and volatility in the value of
Company’s assets.

Corrections on the freight rate market are also
reflected in the current estimates of the S&P
value of vessels. Value of the fleet at the end of
quarter is USD 165.36m, what with all other
unchanged parameters gives a NPV per share of
USD 9.94.

Assessment of net asset value is based on
current market conditions, and revenue and cost
assumptions of typical or average product
tanker and does not reflect specifics of TNG
fleet, or the expectations of management
related to the changes and recovery in the hire
rates and the market of petroleum products, as
well as the growth and development of the fleet
in this segment in the available sectoral analysis.



TANKERSKA NEXT GENERATION Inc.

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

ANNOUNCEMENTS IN 2019

28.10.2019 Management and Supervisory Board meeting held

23.10.2019 Management and Supervisory Board meeting announcement
21.08.2019 Management and Supervisory Board meeting held

29.07.2019 Management and Supervisory Board meeting held

23.07.2019 Management and Supervisory Board meeting announcement
04.07.2019 General Assembly Decisions

24.05.2019 Additional time charter coverage secured for ECO tanker
23.05.2019 Invitation to the General Assembly

17.05.2019 Time charter employment secured for our ECO tanker
03.05.2019 Managing Board Member new mandate

30.04.2019 Management and Supervisory Board meetings held

25.02.2019 Announcement of Management and Supervisory Board sessions
14.04.2019 Time charter employment secured for MT Velebit

06.03.2019 Time charter employment secured for ECO tanker

26.02.2019 Management and Supervisory Board meetings held

20.02.2019 Announcement of Management and Supervisory Board sessions

SHAREHOLDER STRUCTURE
hareholder 30 September 2019 No. of shares .
(in %)

Tankerska Plovidba Plc. 4,454,994 51.01%
PBZ Croatia Osiguranje OMF 839,000 9.61%
Erste Plavi OMF 808,000 9.25%
Raiffeisen OMF 752,036 8.61%
Raiffeisen DMF 372,103 4.26%
Other institutional and private investors 1,507,212 17.26%
Total 8,733,345 100.00%

MANAGEMENT AND SUPERVISORY BOARD

During 2019 there was some changes in the Supervisory board.
As of 30 September 2019 the sole member of the Management

TANKERSKA NEXT GENERATION

Interim management report

board is Mr. John Karavani¢. Supervisory board consists of Mr.
Ivica Pijaca, president, Mr. Mario Pavi¢, deputy president, and
members Mr. Josko Milisa, Mr. Nikola Koscica and Mr. Dalibor
Fell in place of Mr. Nikola Miseti¢.

TPNG-R-A STOCK
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Company shares with the ticker TPNG-R-A are listed on the
Zagreb Stock Exchange. During 2019 there were no corporate
activities of acquiring treasury shares of the Company. As at 30
September, 2019 the Company had 13,200 treasury shares.

The share capital of the Company equals to HRK 436,667,250.00,
divided into 8,733,345 ordinary dematerialized registered shares,
without par value, and each share gives one vote at the General
assembly of the Company.
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TANKERSKA NEXT GENERATION Inc.

UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

TNG’s risk  management policy in
connection to managing its financial assets
can be summarized as follows:

Foreign exchange risk

TNG is exposed to the following currency
risks: the transaction risk, which is the risk
of a negative impact of fluctuations in
foreign exchange rates against the Croatian
kuna on TNG’s cash flows from commercial
activities; and the balance sheet risk, which
is the risk that the net value of monetary
assets on retranslation of  kuna-
denominated balances becomes lower as a
result of changes in foreign exchange rates.

TNG operates internationally and s
exposed to changes of US currency as
significant amount of receivables and
foreign revenues are stated in this
currency. Current TNG policies do not
include active hedging.

Interest rate risk

Interest rate risk is the risk of change in
value of financial instruments due to
changes in market interest rates. The risk of
interest rate in cash flow is a risk that the

Risk management

Interim management report

interest expenditure on financial
instruments will be variable during the
period. As TNG has no significant interest-
bearing assets, its operating income and
cash flows from operations are not
significantly exposed to fluctuations in
market interest rates. TNG’s interest rate
risk arises from long-term borrowings. TNG
is exposed to interest rate risk on its long-
term borrowings that bear interest at
variable rates.

Arranging interest rate swaps with the key
lenders provides for easing the risk of
volatility in the variable interest rate,
allowing the company, which operates in
terms of pre-fixed income contracted to
manage the profitability of operations
fixing one of the major cost components.

Credit risk

Credit risk is the risk of failure by one party
to meet commitments to the financial
instruments, what could cause the financial
loss to the other party. Maximum exposure
to credit risk is expressed in the highest
value of each of the financial asset in
statement of financial position. Basic
financial assets of TNG consist of cash and
of account balance with banks, trade

receivables and other receivables, and of
investments. Credit risk in liquid funds is
limited as the counterparty is often the
bank that most international agencies
assessed with high credit ratings.

Liquidity risk

The responsibility for managing liquidity
risk rests with the Management Board
which sets an appropriate liquidity risk
management framework for the purpose of
managing its short-term, medium-term and
long-term funding and liquidity
requirements. Liquidity risk, which is
considered the risk of financing, is the risk
of difficulties which the TNG may encounter
in collecting funds to meet commitments
associated with financial instruments. TNG
has significant interest bearing non-current
liabilities for loans with variable interest
that expose TNG to the risk of cash flows.
Company manages liquidity risk through
maintaining adequate reserves and loan
facilities, in parallel to continuously
comparing planned and relished cash flow
and maturity of receivables and liabilities.

Price risk

TNG’s activities expose it to price risk
associated with changes in the freight rate.
The daily freight rate (the spot rate)
measured in USD per day, has historically
been very volatile. In addition, TNG trades
its spot exposed vessels in different pools
that reduces the sensitivity to freight rate
volatility by economies of scale and
optimization of the fleet's geographical
position.
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UNAUDITED FINANCIAL STATEMENTS FOR THE THIRD QUARTER AND THE FIRST NINE MONTHS OF 2019

Operational risk

Due to the risks involved in seaborne
transportation of oil products as well as due to
very stringent requirements by the “oil
majors”, safety and environmental compliance
are TNG’s top operational priorities. The Fleet
Manager will operate TNG’s vessels in a way
so as to ensure maximum protection of the
safety and health of staff, the general public
and the environment. TNG and the Fleet
Manager actively manage the risks inherent in
TNG’s business and are committed to
eliminating incidents that would threaten
safety and the integrity of the vessels. Fleet
Manager uses a risk management program
that includes, among other, computer-aided
risk analysis tools, maintenance and
assessment programs, seafarers competence
training program, and seafarers workshops.

Daily rates

Time charter rates are usually fixed during the
term of the charter. Vessels operating on time
charters for a certain period of time provide
more predictable cash flows over that period
of time and vyield conservative profitability
margins. Prevailing time charter rates fluctuate
on a seasonal and year-to-year basis reflecting
changes in spot charter rates, expectations
about future spot charter rates and other
factors. The degree of volatility in time charter

Risk management

Interim management report

rates is lower for longer-term time charters as
opposed to shorter term time charters.

Employment strategy based on longer than
one year time charter enables the mitigation
of this type of risk.

TNG and its fleet manager are committed to
the following standards, strategies and
insurance:

International Standards Organization’s (“ISO”)
9001 for quality assurance,

ISO 14001 for environmental management
systems,

ISO 50001 for energy management systems
and Occupational Health and S

“OHSAS”18001 Safety Advisory Services

ISM Code - International safety management
code

Company strategy

The Company’s strategy is to be a reliable,
efficient and responsible provider of seaborne
refined petroleum product transportation
services and to manage and expand the Group
in a manner that is believed will enable the
Company to increase its distributable cash

flow, enhance its ability to pay dividends and
maximize value to its shareholders.

Business operations are based on the timely
acquisition of tankers, ensuring efficient use of
raised capital and debt minimization. Basically,
fleet management is directed towards
increasing cash flow and profitability through
outsourcing majority of functions and services,
maintaining a  flexible and simple
organizational structure unencumbered with
additional overheads. This enables efficient
assets and liabilities management and ensures
a stable dividend return to shareholders.

Chartering strategy

Charterer’s financial condition and reliability is
an important factor in counterparty risk. TNG
generally minimizes such risks by providing
services to major energy corporations, large
trading houses (including commodities
traders), major crude and derivatives
producers and other reputable entities with
extenuating tradition in in seaborne
transportation.

Insurance

The operation of any ocean-going vessel
represents a potential risk of major losses and
liabilities, death or injury of persons, as well as
property damage caused by adverse weather

conditions, mechanical failures, human error,
war, terrorism, piracy and other circumstances
or events. The transportation of oil is subject
to the risk of pollution and to business
interruptions due to political unrest,
hostilities, labour strikes and boycotts. In
addition, there is always an inherent
possibility of marine disaster, including oil
spills and other environmental mishaps, and
the liabilities arising from owning and
operating vessels in international trade.

As an integral part of operating the vessels,
TNG maintains insurance with first class
international insurance providers to protect
against the majority of accident-related risks in
connection with the TNG’s marine operations.

The Company believes that the TNG’s current
insurance program, is adequate to protect
TNG against the majority of accident-related
risks involved in the conduct of its business
and that an appropriate level of protection
and indemnity against pollution liability and
environmental damage is maintained. TNG’s
goal is to maintain an adequate insurance
coverage required by its marine operations
and to actively monitor any new regulations
and threats that may require the TNG to revise
its coverage.
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