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The market for the Company's product tankers began the year
at very high levels as a result of a number of factors, in par-
ticular the effects of the sinking in November 2002 of the
single-hulled tanker “Prestige”, but also factors such as the
war in irag, the general strike in Venezuela coupled with the
impact of generally low inventories of clean petroleum products.

Aside from a short period of weaker rates towards the end of
the second quarter, the effect of the aforementioned factors
meant that the high freight rate level was sustained through-
out the summer period ~ somewhat fonger than expected at
the beginning of the year. Towards the end of 2003, however,
rates did fall significantly, in line with our expectations at the
beginning of the year.

Our newbuilding programme continued as planned and we
took delivery of a total of four newbuildings in 2003. There was
new ordering of vessels during the year and the total value of
our remaining newbuilding programme, which consists of six
vessels following the delivery of TORM ESTRID early in 2004,
is in excess of USD 200 miil. This underlines our belief in the
future and a commitment to maintaining and developing a
modern, quality fleet. Following the delivery of TORM ESTRID,
the average age of our product tanker fleet is 5.1 years - one
of the lowest in the industry. TORM's own fleet has almost
doubled over the last five years.

Our pool strategy was further cemented during 2003. Despite
the departure of one pool partner, the number of vessels in
the three tanker pools increased by 13% in 2003. We continue
to experience strong interest from owners wishing to join our
three pools.

During 2003, new revised rules in respect of the phasing
out of single—hulled tankers were adopted, both within the
European Union and under the auspices of the UN agency
responsible for shipping, the International Maritime
Organization {IMO). The new rules will result in a faster
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phase-out of single—hulied tankers and prohibit the carriage of
certain types of oil in single—hufied tankers.

TORM considers the implementation of these additional environ—
mental requirements as a positive development. It is the Company's
view that these rules will speed up the trend towards a “two tier
market”, where double~hulled vessels approved by the oil majors
will have preference, as older, single—hulled tonnage is unable to
operate in specific areas such as the EU. As a result, the customer
ends up with reduced trading flexibility, when a vessel is unable to
trade everywhere. These new rules are expected to accelerate
scrapping of older tonnage.

The bulk market started a dramatic firming in rates in the middie of
the third quarter 2003, reaching historically high levels. The increases
came about against a background of particularly buoyant demand
from China for iron ore, coupled with a very low level of newbuilding
deliveries and a low global newbuilding order book in this market.

TORM had expected a turn around - albeit somewhat more
moderate - in bulk charter rates in 2003, and more particularly
2004, and had therefore decided at the end of 2002 to charter
in a number of bulk carriers in order to take advantage of the
expectedly higher rates. in order to cover part of the risk associ-
ated with the higher business volume in the Bulk division, however,
we covered forward part of the exposure, and as such have not
been in & position to take full advantage of the booming bulk
market during 2003,

However, the prospects for the Bulk division for 2004 are extremely
positive. TORM has already c_oncluded a number of time charter
contracts at historically high levels for 2004 and we expect that
the division in 2004 will achieve highly satisféctory earnings.

In December 2003, we redelivered the last remaining offshore
supply vesse! and have thus continued the focusing on our core
business activities that took place with the disposal of our Liner
activities in 2002. :
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The Company’s financial position and organizational strength have
never been better. We continue to evaiuate all possibilities for
expanding our company considerably through new investments,
purchase of second hand ships, fieets, or companies with fleets,
which would fit TORM's profile. However, vessel values and freight
rates have increased substantially, which calls for prudence and
patience, as the market historically has been cyclical.

2003 was the year, where TORM changed its accounting policies
in a significant area. Now the accounts are prepared with US
Dollars as the primary measurement currency. The key effect is
that the vessels (and the loan on the vessels) are now incfuded in
the balance sheet at the USD/DKK-exchange rate at the balance
sheet date, whereas previously the vessels were included at the
historic exchange rate. We believe that this better shows the
Company's financial position, especially in periods with volatiie
exchange rates. Had TORM kept its previous accounting policies,
the Company's shareholders’ equity would have been DKK 619 mill.
or 25% higher at the end of 2003.

2003 was a very eventful year for TORM where the strategy was
executed with highly satisfactory results, which opens the road
for further progress in 2004.

Let me conclude by thanking TORM's trading partners and share—
hoiders for a good cooperation in 2003 and a special thanks to our
dedicated employees, both at shore and at sea, for a tremendous
effort in 2003.

Jm [tV —

Klaus Kjeeruiff, CEO









MANAGEMENT'S AND
AUDITORS' REPORTS

STATEMENT BY THE BOARD OF DIRECTORS

AND MANAGEMENT ON THE ANNUAL REPORT

The Board of Directors and Management have presented and
adopted the Annual Report for the year ended 31 December 2003.

The Annual Report of A/S Dampskibsselskabet TORM has been
prepared in accordance with the provisions of the Danish Financial
Statements Act applicable for listed companies in Accounting
‘Class D, Danish accounting standards and the requirements of
the Copenhagen Stock Exchange relating to the presentatlon of
financial statements by listed companies.

We consider the accounting policies used to be appropriate and
the accounting estimates made to be reasonable. To the best of
our belief, the Annual Report includes the information which is
relevant for an assessment of the Company’s and the Group's
financial position. Against this background, it is our opinion that
the Annual Report gives a true and fair view of the Company's
and the Group's assets and liabilities, financial position, results
of operations and consolidated cash flows for the year ended
31 December 2003.

We recommend that the Annuai Report is adopted at the annual
_ general meeting.

Copenhagen, 10 March 2004

BOARD OF DIRECTORS

N. E. Nielsen
Chairman

Christian Frigast
Vice Chairman

Lennart Arrias
Ditlev Enget

Rex Harrington
Peder Mouridsen

Gabriel Panayotides

AUDITORS" REPORT

TO THE SHAREHOLDERS OF A/S DAMPSKIBSSELSKABET TORM

We have audited the annual report of A/S Dampskibsselskabet TORM
for the financial year 2003.

The annual report is the responsibility' of the Company's Board
of Directors and Management. Qur responsibility is to express an
opinion on the annual report based on our audit.

BASIS OF OPINION
We conducted our audit in accordance with Danish Auditing

- Standards. Those standards require that we plan and perform
the audit to obtain reasonable assurance that the annual report
is free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in
the annual report. An audit also includes assessing the accounting
policies used and significant estimates made by the Board of
Directors and Management, as well as evaluating the overall
annual report presentation. We believe that our audit provides
a reasonable basis for our opinion.

Our audit has not resulted in any qualification.

OPINION

MANAGEMENT

Klaus Kjarulff
CEO

Klaus Nyborg
CFO

In our opinion, the annual report gives a true and fair view of the

Group's and the Parent Company'’s financial position at 31 December
2003 and of the results of their operations as well as the consolidated
cash flows for the financial year 2003 in accordance with the Danish

Financial Statements Act and Danish Accounting Standards.

Copenhagen, 10 March 2004

Deloitte
Statsautoriseret
revisionsaktieselskab

Jesper Jarlbaek
State Authorised Public Accountant

Kirsten Aaskov Mikkelsen
State Authorised Public Accountant

Ernst & Young
Statsautoriseret
revisionsaktiesetskab

Tom Hornbgl
State Authorised Public Accountant

Henrik Kofoed
State Authorised Public Accountant
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OUTLOOK
FOR 2004

MARKET EXPECTATIONS
FOR THE TANKER DIVISION

The increasingly stringent requirements for tanker safety, which were
adopted by the EU and IMO during 2003 are expected in 2004 to
accelerate the tendency towards a ‘two~tier' market, in which modern
tonnage achieves higher rates whilst older, single—hulled tonnage - in
fight of the new rules - will fose flexibility, not only in terms of the type
of cargo they can carry, but also face restrictions in terms of port
accessibility. Trading flexibility is of crucial importance to the customers.
At the same time, the new rules are expected to lead to the market
being better able to absorb the relatively high number of new-buildings
due for delivery during the next two to three years.

Taken as a whole, the Company expects a softer market during
2004 compared to 2003. C

WORLD FLEET IN TORM'S SEGMENTS BY AGE

RUMBER OF VESSELS
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As a result of the balance between demand for transportation The market can be influenced by single - but currently unknown -
capacity, the addition of new vesseis to the world fieet, accelera~ factors such as, for instance, war or strikes. Consequently, rates
‘tion of the phase-out of older tonnage, seasonal factors (where can vary dramatically from what is expected, in both upwards and
first and fourth quarter are traditionally the strongest), coupled downwards directions.

with the absence of any singularly significant factors which affect
the market's equilibrium, the Company expects rates for its three
types of tankers to be as follows in 2004:
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OUTLOOK
FOR 2004

MARKET EXPECTATIONS FOR
THE BULK DIVISION

TORM expects that the bulk market will continue to be very
firm during 2004,

This is due to a comparatively limited global order book of new
deliveries against a background of very strong demand, coupled
with very limited available yard capacity between now and the
end of 2007. As such, the market is not expected to have to
absorb an unusually large number of newbuildings in 2004,
which historically has been the case when the bulk market for
even s_horter pericds has been strong.

BULK ORDER BOOK IN % OF EXISTING WORLD FLEET {
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. With a reasonably accurate estimate as to the size of the world
fleet in 2004, the freight market's direction will be dependent on
the development in demand - which in 2003 was driven fo a large
extent by Chinese demand for iron ore, longer ton-mile voyages
and port congestion ~ itself the result of growing demand.

Although it is TORM's view that the market will stay at high rate
levels, the Company has nonetheless considered it prudent to cover
a large part of the earnings at rates that seen in a historical context
are at a very high level. Consequently, some 70% of operating days
of the Company's Panamax fleet have been covered for 2004 on
longer term contracts at an average rate of USD 23,345 per day,
securing certain and historically high earnings on the vessels.

The Company expects the following rates for the Bulk division in 2004:

8 ANNUAL REPORT
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SAFE HARBOUR STATEMENT -
FORWARD LOOKING STATEMENTS

Matters discussed in this release may constitute forward-iooking
statements. Forward—icoking statements reflect our current views
with respect to future events and financia! performance and may
include statements concerning plans, objectives, goals, strategies,
future events or perfbrmance, and underlying assumptions and other
statements, which are other than statements of historical facts.

The forward~looking statements in this reiease are based upon
various assumptions, many of which are based, in turn, upon
further assumptions, including without limitation, management's
examination of historical operating trends, data contained in our
records and other data available from third parties. Although

TORM believes that these assumptions were reasonable when made,
because these assumptions are inherently subject to significant
uncertainties and contingencies which are difficult or impossible to
predict and are beyond our control, TORM cannot assure you that it
will achieve or accompiish these expectations, beliefs or projections.

Important factors that, in our view, could cause actual results to
differ materially from those discussed in the forward-looking
statements include the strength of world economies and currencies,
changes in charter hire rates and vessel values, changes in demand
for "tonne miles” of crude oil carried by oil tankers, the effect of
changes in OPEC’s petrofeum production levels and worldwide oil
consumption and storage, changes in demand that may affect
attitudes of time charterers {o scheduled and unscheduled dry—
docking, changes in TORM's operating expenses, including bunker
prices, dry—-docking and insurance costs, changes in governmental
rules and regulations including requirements for double hull tankers
or actions taken by regulatory authorities, potential liability from
pending or future litigation, domestic and international political
conditions, potential disruption of shipping routes due to accidents
and pofitical events or acts by terrorists.

Risks and uncertainties are further described in reports filed by TORM
with the US Securities and Exchange Commission, including the TORM
Annual Report on Form 20-F and its reports on Form 6-K.
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Freight rates for product tankers in the segments within which
TORM operates began the year at very high levels. There were

a number of reasons for this, which, in combination, generated
a positive effect. With the exception of the increased focus on
guality tonnage, these factors did not have a long~term impact
on the market. These other factors included a general strike in
Venezuela, which resuited in longer ‘ton-mile’ voyages for cargoes
to the North American market and the war in Iraq combined with
generally low inventories of clean petroleum products.

TORM originally expected that the high rate leve! would not be
sustainable after the first quarter 2003. The firm rate levels
generally held over the summer, which was the main reason for
the upwards adjustments of the profit expectations guring 2003.

The Company's poliéy - to maintain a young, modern tanker fleet
— was further cemented during the year. In January 2003, the
Company tock delivery of the MR product tankers TORM THYRA
and TORM FREYA, while the 1992-built MR product tanker TORM
GYDA was sold in January 2003, and in September and November
2003 respectively, the two LR2 product tankers TORM VALBORG
and TORM INGEBORG were delivered. Following the delivery in
January 2004 of the LR1 newbuilding TORM ESTRID, the
Company’s order book consists of one LR1 newbuilding for
delivery mid~year 2004 plus five LR2 newbuildings for delivery
in 2006-2008. The remaining newbuiilding programme is

valued at more than USD 200 mill. and underlines the Company's
commitment to maintaining and expanding a modern, quality
fleet. Following the delivery of TORM ESTRID, the average age of
the Company’s product tanker fleet is 5.1 years. The Company's
owned fleet of product tankers has increased from 0.5 mill. DWT
in 1998 to 1.2 mill. DWT in 2003, an increase of 136%.

Following the sinking of the single~hulled crude oil tanker “Prestige”
in November 2002, rules and reguiations governing the carriage

10
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of oil at sea and the phase~out of singie—hulled tankers were
reviewed. This took place within the European Union as well as

‘globally under the auspices of the United Nations’ agency responsibie

for shipping, the International Maritime Organisation (IMO). The
revised rules contain a number of measures, including faster
phase—out of single—hulled tankers along with restrictions on

which types of cargoes that may be carried in single—-hulied tankers.

ANNUAL REPORT
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The major oil companies have increasingly shown a preference
for double-hulied vessels operated by approved and reputabie
ship owners. The customers evaiuate and audit not only the vessel,
but also the organizations behind these, with significant and more
onerous requirements. The information collected is shared by the
oil companies and significant deficiencies may lead to ship owners
or vessels lasing preference. This has led to a “two-tier” market,
where modern vessels and weli~organised ship owners achieve
superior earnings. Increasing emphasis on environmental rules
and reguiations is expected to furtber reinforce this trend.

TORM's pool strategy saw further expansion during 2003, Despite
the departure of one pool partner, Pacific Carriers Limited, the
. number of vessels operated within the three pools increased from
54 at the beginning of the year to 61 at year-end, with wide—
spread interest to place vessels in the pools. Based on scheduied
deliveries to existing poo! partners during 2004, the three pools
are expected to grow to a total of 75 vessels by the end of 2004.

The Tanker division's net profit after tax was DKK 231 mill. against
DKK 158 mill. in 2002. The increase is primarily a result of the pre-
viously mentioned higher freight rates and increased business volume
related to delivered newbuildings, countered by the fower USD.

2003
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BULK
DIVISION

were positive during-200

TORM had anticipated that rates would improve during 2003 and
PANAMAX BULK TCE EARNINGS against these expectations chartered in a number of Panamax bulk
USD/DAY carriers on period charter towards the end of 2002. Most of these
40,000 —--mommmmmmse e oo e contracts included an option to extend for additional periods upon
35,000 completion of the base period. During the year, the Company took
30,000 delivery of the 1992-built Panamax bulk carrier “Santa Teresa”,
. . which was subsequently re-named TORM HERDIS.
25,000
20.000 In order to minimize the risk associated with the significant
15,000 —---e=--] g expansion of the activity level in the Bulk division, TORM entered
10.000 g into a number of transactions (FFAs and COAs), designed to cover
5000 ~--Ne NN T L z the base period in respect of the chartered in vessels.
0= I I I T T T | I T [ - The tremendous increase in freight rates was surprising and
S g agdgdgtegeg ge e s in covering the base period with FFAs and COAs, TORM was
T 5 £ 5 s = = % = = E r'% r;-: P not in a position to take full advantage of the market upswing.
- - - = - = - - - - - - - -

The FFAs expired in the fourth quarter, whereafter the Company
going forward will be better able to benefit from the stronger
freight rates.

TORM has exercised an option to purchase the time-chartered
vessel TORM MARTA and has decided to exercise options to
purchase further two chartered—in vessels, TORM MARLENE and
TORM BALTIC. These vessels will be delivered during 2004.
TORM's owned fieet will after delivery of the aforementioned
vessels consist of six Panamax bulk carriers and two

Handysize vessel's.
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The Bulk division's net profit after tax was DKK 86 mill. against a
net {oss of DKK 55 mill. in 2002. The increase is primarily a result
of the above mentioned much stronger freight rates especially in
the fourth quarter 2003, countered by the tower USD, and TORM's
covering of the chartered in vessels.

PANAMAX BULK VESSEL, SECOND HAND VALUE ]
S YEARS OLD, 73,000 DWT
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DAMPSKIBSSELSKABET
"NORDEN" A/S

In the summer of 2002, TORM acquired a share holding in
Dampskibsselskabet 'NORDEN' A/S. The holding consists of
727,803 shares, equal to 33.35% of NORDEN's share capital,
excluding treasury shares,

Although TORM's original aim ~ to merge the two companies and
thereby create a stronger entity within both the product tanker
and bulk segments - did not succeed at the time, TORM decided
to retain the investment.

This was done in order to leave the possibility open for a merger
at a future date, and because TORM's evaluation that the bulk
market - NORDEN's principal activity - would improve throughout
2003, leading to better financial results for NORDEN.

TORM had an unrealized gain of DKK 681 mill. related to the
NORDEN shares in 2003.

The NORDEN share price was DKK 1,305.15 as of 31 December
2003. As of 9 March 2004, the NORDEN share price was DKK
2,663.06 per share.
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'MANAGING RISK
AND EXPOSURE

TORM operates
is exposed to chang
and legal circums
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COMMERCIAL RISKS

EARNINGS

The Company‘s income is principally generated from individual
voyages, fixed at rates reflecting market conditions prevailing at
the time and with an average duration of 20-40 days. To a lesser
extent, income is also generated from time charter agreements
typically of &6 to 12 months duration. As such, TORM is exposed
to the considerable volatility inherent in the freight markets. By
participating in well-established pool arrangements, this volatility
is reduced through better fleet utilisation and a broader geographical
spread. Furthermore, the number of waiting days is reduced given
the size and capacity of each pool.

Freight rates are to a degree covered against the volatility in a num-
ber of different ways, including consecutive voyages, contracts of

affreightment, FFAs and time charters. Of these, TORM principally
uses the first three since they best combine the certainty of stable
freight rates with the need for serving the customers of the pools.

SALE AND PURCHASE OF TONNAGE

The expansion of the fleet, particuiarly in the Tanker division,
where a substantial newbuilding program is in progress, also
encompasses a number of risk elements. These inciude the timing
far placing contracts and the value of the vesse! ~ which can vary
considerably during its lifetime depending on the market situation.
The Company's strategy is through prudent portfolio management
of the assets and a solid financial status always to be in a position
to take advantage of favourable market conditions in respect of
the timely sale and purchase of vessels, rather than letting external
parties decide when to undertake such transactions.

With regard to the newbuilding program, where at year—end there
were six vessels on order at Korean and Chinese yards, in all cases
guarantees for the Company's prepayments have been put in place.
These guarantees have been arranged via state owned banks. At
year—end 2003, the value of total prepayments was DKK 229 million.

24

FLEET ACCIDENTS )

National and international rules and regulations mean that the
Company could face considerable liabilities in the event that a
vessel should be involved in an oil spill or emission of other envi—
ronmentally damaging agents. In order to reduce the likely effect
this could have on the Company’s financial position, the fieet has
been insured to the fullest extent possible in the context of what
is possible and/or commercially justifiable.

The total insurance package consists of a wide insurance cover of
vessel and cargo, including environmental damage, poliution and
third party liability, total loss and war cover. Furthermore, owned
vessels are ensured for loss of hire for a period of up to 90 days in
the event of an accident. The Company’s policy is to place insur-
ances only with the most highly rated insurers ~ presently some
6 - 8 companies - along with the use of two P&! clubs in order to
spread risk.

MOVEMENT IN BUNKER PRICES

The Company's operating results are affected by movements in
the price of fuel oil consumed by the vessels - known in the industry
as bunkers. To cover this risk, the Company hedges the price of
bunkers for up to 12 months forward at a fixed price when it is
judged optimal to do so. in 2003, the Company hedged six per
cent of its bunker requirements, and at year-end had hedged
seven per cent of the 2004 requirement. The market value of
these contracts was DKK O mill. at year end (2002: DKK 1 mill.).
A hypothetical change of 1 percentage point in the 2004 price
per ton of bunker oil would result in a change in cost of DKK 2
mill. based on the expected consumption of bunkers, where the
Company, not the charterer. takes the risk.

In light of the Company's pool structure, bunker hedging is not
done in respect of an individual vessel when it has been chartered
out. Instead, bunker hedging is planned with regard to the specific
pool's total estimated bunker requirements. Nonetheless, where

a contract of affreightment covering several voyages has been
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fixed, the pool may hedge bunker reguirements specifically for
such a contract.

For the bulk carriers, bunkers are similarly hedged to match
cargo contractual obligations but the requirements are generally
less given that the vessels in many cases are chartered out on
time charter, where the charterer is responsible for the payment
of bunkers.

All bunker hedgings and indeed any other form of hedging are
carried out only based on specific requirements and not for the
purpose of any form of speculation.

CREDIT RISK

The Company's credit risk is considered minimal, as it is normal
shipping practice that freight is paid prior to the discharge of a
vessel’s cargo. The amounts receivable are therefore primarily

made up of cross—over voyages and a small amount of demurrage.

Relating to investmeants in vessels and financing of investment and
operating assets, it is the Company's policy only to use known and
reputable partners.

FINANCIAL RISKS

Almost 100 per cent of the Company’s income and charter obli-
gations and the vast majority of operating costs and assets and
liabilities are in USD. On the financial side, the Company is thereby
exposed to exchange rate and interest rate changes. in order to
manage these risks, the Company utilises financial hedging
instruments.

EXCHANGE RATE RISK

The introduction of USD as measurement currency in the operating
entities has not affected the underlying currency risks associated
with the Company s activities. However, it has meant that the
financial reporting now better refiects the real currency risks,

2003
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because the impact of exchange rate movem'ents on the Company"s
net profit and equity has been significantly reduced.

Apart from the transaction risk, TORM is still exposed to translation
risk between USD and DKK for the part of net profit for the year
originating from the operating entities. Other things being equal,
a variation of 1 per cent in the USD/DKK exchange rate would
result in a change in the net profit of DKK 5 mill. in 2003. Aside
from the effect on the operating result, the effect on equity includes
the effect of translation from the measurement currency to DKK
and would be DKK 15 mill. in total based on a variation in the
USD/DKK exchange rate of 1 per cent.

Currency risks are now assessed based on the USD, and the
Company 's policy remains to limit the impact of exchange rate
movements on the financial statements and the financial position
of the Company.

The Company entered into cross currency swaps and forward rate
contracts in previous years to minimize the effect of the USD
exchange rate movements on-the financial statements. The con-
tracts, of which the last matures in January 2005, will be held
until maturity or called prior to maturity if advantageous. They
will not be renewed, as they no longer serve a hedging purpose.
All value adjustments of the instruments are recognized directly
in the income statement.

in order to minimize the exchange rate risk, the Company typically
enters into forward contracts. The currency volatility on the
expected cash flows related to the payment of wages and salaries,
certain technical operating costs, administrative expenses and
dividends in DKK countered by interest income in DKK is typically
covered for a period of up to one year based on budgets and
estimates. In 2003, the Company fixed exchange rate contracts
with the sale of USD 21 mil. against the DKK and sold USD

21 mill. spot against DKK in order to cover cash reguirements

for operating costs in 2003. At year-end 2003, the Company



MANAGING RISK

AND EXPOSURE

had sold forward USD 21 mill. to cover operating costs for 2004
corresponding to 50 per cent of the expected cash flows at an
average exchange rate of DKK 5.96. In 2003, spot and forward
exchange contracts amounting to USD 63 mill. were entered into
at an average rate of 6.48 against DKK.

in addition, the Company has entered into an agreement to buy
put options for USD 54 mill. to cover the translation risk relating
to net profit for first half 2004 and a smailer part of second half
2004 based on budgets and estimates. As regards the put options,
the counterparty must buy USD from TORM at an exchange rate
of 5.91 to the DKK. In case the USD/DKK exchange rate exceeds
various agreed levels between 6.28 and 6.68, the counterparty
can purchase USD from TORM at an exchange rate of DKK 5.91
per USD. The average rate for these transactions is DKK 5.91 for
the put options.

INTEREST RATE RISK

TORM's interest rate risks are in all materiality related to the
holdings'of bonds and the interest bearing debt. All the Company's
loans are variable interest rate loans in USD entered into for the
purpose of financing the Company's vessels. The portion of the
variable rate mortgage debts and capitalized lease obligations
with maturity within one year was USD 80 mill. and USD 142 mill.
after one year but within 5 years. The effective interest rates were
between 1.6% and 3.8%.

in certain cases, the Company utilises derivative financial instru-
ments to controi the effect of interest rate fluctuations on earnings
and cash resources. Typically, the Company uses interest rate
swaps for periods up to 5 years, normally 2-3 years if satisfactory

26

interest rate levels can be achieved. For shorter term interest
rate risk hedging, from time to time TORM uses forward rate
agreements (FRAS).

The instrument’s profile always matches the loan profile of the
particular loan in question. When assessing interest rate risk
hedging for its loan portfolio, the Company considers interest
rate developments and future adjustments to the fleet to meet
future reguirements.

The portion of the interest swaps hedging the USD mortgage debt
with maturity within one year was USD 88 mill. and USD 175 mill.
after one year, but within 5 years. The effective interest rates
were between 3.5 per cent and 4.8 per cent. The fair value of the
Company's interest rate swaps was DKK (31.4) mill. at year end
2003 (2002: DKK (44.9) mill.).

At year—end, the Company had covered 69 per cent of its 2004
interest costs at an average rate of 3.9 per cent including margin.
The covered debt has an average remaining time to maturity of 2.2
years with maturity between 2004 and 2009. A change of 1 per-
centage point in the interest on the outstanding variable debt would
result in a change in interest cost of DKK 7.2 mill. in 2004.

As of 31 December 2003, the Company had an investment in
Danish Government bonds and mortgage bonds with a book value
of DKK 316 mill. The adjusted duration of the Company’s bond
portfolio was 3.0 years at year—end, and the portfolio produced
an effective yield of 3.89 percent in 2003. Should the average
interest rate change by 1 percentage point during 2004, the
market value of these investments would change by DKK 9.4 mill.

ANNUAL REPORT
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ASHORE

TORM's business areas are relatively specialized, and a number
of positions particuiarly within chartering and operations require
a high degree of specialized knowledge, which often can only be
obtained through in~house training.

it is important for TORM to participate in offering young people in
Denmark the possibility of an education in an international envi-
ronment. Every year; a number of trainees are employed who are
thereafter put through a theoretical and practical training process,
which forms the basis of permanently employing competent people
in both chartering and operations.

Training, education and international experience are important
factors for both younger and more experienced employees. Through
assignments overseas, younger employees are given the opportu-~
nity of acquiring an internationa! perspective. TORM places great
emphasis on training and education being an on-going process
targeted at both TORM and the individual’s needs for development
within the business areas, IT, personal development and manage-
ment skills. A large number of employees are offered management
courses at internationally renowned universities.

There is intense campetition internationally for capable and ditigent
employees, but despite this TORM has been able to retain highly
capabie people. A low staff turnover of 6.3% p.a. indicates that
TORM is an attractive company in which to work with a good team
spirit and pleasant working environment. TORM places great
emphasis on offering an attractive and competitive salary, pension
schemes and bonus payments. Modern offices with a fiexible layout
and with the facility to work partly from home and widespread use
of IT tools result in considerable flexibility and cooperation.

A clear, concise and well-communicated business strategy along

2003
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with annual appraisal interviews help to ensure that an open and
constructive dialogue in respect of short- and long~term goals
and assignments can take place.

The Company's success has led to a gradual increase in the number
of positions, and improved efficiencies within the organization.

The engagement of additional people takes place with careful and
targeted employment of people not only with the right skills, but
also with a positive attitude to achieve results individually as well
as in cooperation within and across departments.

" AT SEA

TORM's seafaring personnel comprises several nationalities. TORM
has.a comprehensive education program, which currentiy comprises
45 cadets at different stages in programs to become dual-purpose
officer or engineer. Each year, TORM takes in 10-12 new cadets and
thereby contributes significantly to keeping “The Btue Denmark”.

Ruies and regulations, especially about tanker operations, are
extensive. As a consequence, TORM's training program is large
and contains not only mandatory and legally required training, but
also regular senior and junior officers’ meetings, where current
topics are discussed and internal and external lecturers contribute
to keeping a high standard among TORM's seafaring employees.

All officers and crew can with the consent of TORM bring their
spouses and'children on board for up to three months, and the
Company is very flexible regarding special vacation reguests in
connection with anniversaries, etc. Al TORM's vessel have fithess
rooms, and the vessels are equipped with Tv, video, DVD, etc.

All this means that TORM among the seafaring employees has a
fow staff turnover of about 5% p.a.
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SAFETY

{MQ, the flag states and the classification societies issue the
requirements for the safe operation of ships. The requirements
consist of a large spectrum of rules covering from the construction
of the vessel, its equipment, the operation of the vessel, officers’
and crews’ qualifications to the Company's qualifications with
regard to safe ship management. '

The safety of the vessels’ crew, the vessel and its cargo is a top priority
for TORM. This is closely monitored. Accidents, hear—miss and non—
conformity reports are reviewed and analysed and feedback is given to
the vessels to prevent re~occurrence of hazardous situations.

The safety and occupational health performance is monitored by
calculating the Lost Time Accident Frequency (LTAF) on a monthly and
yearly basis. The LTAF is the number of accidents where a person has
been injured for each one million hours worked onboard. in 2002, the
LTAF was 2.7 and in 2003 the LTAF was 1.5. This is considered to be
in the very low end of the industry norm.

To continuously improve the safety awareness of TORM's officers

and crew, a comprehensive training program has been implemented.
The program includes more than 30 modules of onboard computer
based training addressing al! levels of officers and crew. A significant
number of different courses are run ashore with the scope of improving
the safety awareness and the knowledge of various standards and
requirements.

The future regulations addressing safety and environmental aspects of
ship operation are monitored carefully and incorporated in TORM's
Safety Management System as early as possible.

ENVIRONMENT

All TORM vessels are constructed and operated in full compliance with
national and international legislative requirements. These include
emission control from the engines and cargo, non—toxic antifouling,
garbage management, bailast water management, noise control, etc.
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SECURITY

The security aspects of operating and managing vessels have been
in focus in 2003. In the wake of the terror attack against US on 11

September 2001, the International Ship and Port Facility Security

Code (ISPS Code) has been approved by the international Maritime
Organisation. The deadline for the implementation is 1 July 2004.

The requirements of the ISPS Code are comprehensive and reguire
both the ship manager as well as the port facility to set up, maintain
and test procedures for the security of the vessel, the port and the
vessel/port interface.

During 2003, TORM has developed the procedures and plans required
by the code, and Lloyd's Register of Shipping approved TORM's first
ship security plan in November 2003. The approved plan is now
being implemented on other TORM vessels to ensure that all vessels
will comply with the plan before the 1 July 2004 deadline.

ANNUAL REPORT
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DANISH CORPORATE GOVERNANCE INTERNATIONALLY

For the benefit of international investors, the annual report 2002 In connection with TORM's listing on NASDAQ, the Company is
described key differences between corporate governance in required to comply over time with a number of requirements
Denmark and corporate management practices applied in the US. outlined in US legislation under the Sarbanes-Oxley Act, including
TORM's website, www.torm.dk, contains this description. There that the Companys’ management is required to attest to the

has been no changes in 2003. validity and correctness of the information presented in the

accounts (Section 302). Section 404 of the act, which for TORM
is in force for the financial year 2005 onwards, requires that
publicly listed companies document and test significant procedures
and internal controls in connection with information contained in
a company's accounts. TORM has initiated a project to ensure
compliance with section 404.
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By providing accurate, thorough and relevant information to
the market, TORM is endeavouring to create greater awareness
about the Company and thereby the best possible foundation
for investors as wel!l as partners to evaluate the Company.

In recent years, TORM has increased the tevel of information in
annual and quarterly reports, infroduced quarterty reporting,
telephone conferences and webcast presentations of quarterly and
full-year resuits, increased the number of investor presentations
in Denmark and internaticnally and made investor information
more accessible on the Company’s website.

The decision to dually list TORM on NASDAQ was taken against
the background of the Company's wish to create a greater awareness
of the Company internationally. Furthermore, TORM wishes to
attract increased analyst coverage of the Company, as this tradi-
tionally has been important for potential investors and financial
stakeholders. The trading volume of TORM's ADRs on NASDAQ
increased substantially in 2003.

The aim is thereby to ensure that there is sufficient liquidity in
the share at all times to achieve an effective pricing, given the
conditions prevailing in the markets. it is pleasing, therefore, to
report that total trading volume of TORM's shares on Copenhagen
Stock Exchange in 2003 was 311% higher than in 2002, measured
in DKK.

In 2003, the leading Danish financial newspaper BORSEN awarded
TORM's 2002 annual report its top prize for the best annual report
for a company outside the Copenhagen Stock Exchange’s KFX
index. TORM considers this an acknowledgement of an improved
quality of financial information and aims to sustain and further
devejop this approach in the years ahead.
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SHAREHOLDERS AND . o
SHARE PRICE DEVELOPMENT

TORM’S SHARE PRICE ON THE COPENHAGEN
STOCK EXCHANGE AND NASDAQ

COPENHAGEN STOCK EXCHANGE i 2003 NASDAQ 2003
DKK/SHARE USD/ADR
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The following shareholders have notified the Copenhagen Stock
Exchange, according to Section 29 of the Danish Securities
Trading Act covering share dealings, that they own more than
5% of the share capital of TORM:

SHARE INCENTIVE PROGRAMME

In 2001, TORM created a share option based incentive programme DKK 144 mill. as of 31 December 2003, whereas the value of the

for the Management, key employees and the Board of directors. exercised options was DKK 10.1 mill., which was settled in cash.

The programme comprises 23 persons and has meant that these As of 31 December 2003, 60% of the options were exercised.

. persons during the period 2001-2003 have been granted options

to purchase shares in the Company, where the option holder can The exercise price for 2001 was set at DKK 54 per share,

buy the shares at the exercise price or where the differential DKK 58.50 for 2002 and DKK 62.60 for 2003. The options

between the share price as at the day of exercising the options may be exercised one year at the earliest and three years and

and the option price will be settled in cash. ) four weeks at the latest after the allocation date. The granting
of these options was approved by the Annua!l General Meeting

TORM had originally acquired 4.39% of the Company’s share in 2001. In the event that the remainder are exercised through

capital at a total investment of DKK 47 mill. to cover the risk transfer of shares, this would equate to 1.7% of the share capital.

related to share price movements in connection with the share
option incentive programme. The vatue of these shares was

2003 : 31




ANNOUNCEMENTS 2003/
FINANCIAL CALENDAR 2004

ANNOUNCEMENTS T0 THE COPENHAGEN STOCK EXCHANGE 2003

NUMBER - DATE
1 27 FEBRUARY 2003
2 21 MARCH 2003

3 24 MARCH 2003

4 : 28 MARCH 2003

5 9 APRIL 2003

6 22 MAY 2003

7 25 JUNE 2003

8 5 AUGUST 2003

9 19 AUGUST 2003

10 21 OCTOBER 2003
11 27 OCTOBER 2003
12 11 NOVEMBER 2003
13 " 21 NOVEMBER 2003

FINANCIAL CALENDAR 2004

DATE

20 APRIL 2004

20 MAY 2004

12 AUGUST 2004
11 NOVEMBER 2004

SUBJECT

ANNUAL REPORT 2002

AGENDA FOR ANNUAL GENERAL MEETING

TORM INCREASES EXPECTATIONS FOR 2003

CHANGE IN TORM'S BOARD OF DIRECTORS

ANNUAL GENERAL MEETING

FIRST QUARTER 2003 RESULTS

2 NEWBUILDINGS ORDERED WiTH DALIAN

TORM INCREASES EXPECTATIONS FOR 2003 PROFIT AFTER TAX
INTERIM REPORT FIRST HALF 2003

TORM PLACES ORDER FOR TWO MORE NEWBUILDINGS
TORM MAINTAINS EXPECTATIONS

FINANCIAL CALENDAR 2004

INTERIM REPORT FIRST NINE MONTHS 2003

ANNUAL GENERAL MEETING
FIRST QUARTER 2004 RESULTS
FIRST HALF 2004 RESULTS
NINE MONTHS 2004 RESULTS

32 ANNUAL REPORT
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2003

2002

chartér equivalent

The atcompanying ictes aeia

W

Toie

1,927,996
621,087)

1,538,618
(555,700}

1,306,909

(404,960)
(254,780)

982,918

(463,510)
(217,402)

647,169

464)
(126,119)
51,368
0
0

302,006

16,965
(101,342)
55,227
0

0

571,954

(176,872)

272,856

(158,400)

395,082

656,637

114,456

5,988

1,051,719

(692)

120,444

360,190

1,051,027

480,634

69,818
0

1,051,027

550,452
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2,233
2,420
2,944,164
. 229,303
15,148

4,982
2,487
2,543,418
330,229
16,854

3,193,268

2,897,970

¢}
975,988

290,106

975,988

290,106

4,169,256

3,188,076

26,075

33,228

147,277
50,295
21,609

224,425
24,176
21,634

219,181

270,235

315,934

353.767

163,211

168,282

620

724,401

825,512

4,013,588




Mortgage deb» and‘aank

182,000
0
0

(51,962)
2,115,868
218,400

182,000
o]
(o]
(51,962)
1,456,953
36,400

2,464,306

1,623,391

1,700,704
0

1,517,696
217,768

1,700,704

1,735,464

295,343
180,801
96,094
101,758
54,651

259,595
38,466
164,397
111,097
81,178

728,647

654,733

2,429,351

2,390,197
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Common
shares

Revaluation Reserve for
reserves  net revaluation
based on the

equity method

of accounting

Retained
shares profit

Proposed
dividend

yrchaseofio

f.own Sh

pésal o

694.9
434.4

1,129.3

0.3

35
§50.5
(36.4)

(72.8)

(168.6)

(43.1)
0.0
0.0

(7.6)
7.1
(0.3)

(72.8)
3.5

550.5

0.0

1,457.0

(180.3)

14.9
(10.1)

1.8
1,051.0
(218.4)

(36.4)

1,623.4

(180.3)

148
(10.1)
(36.4)

1.8
1,051.0
0.0

2,464.3




Proposed
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395,082

0

27.246
(73,692}

114,456
. 61,408

69,747
(76,540)

612,550
19,421
50.254

(123,815)

324,909

8,363

37.151
(224,388)

(35.746)
8,215
43,339

(157,030)

348,636

176,872
0

0

6,096

0
(37,844)

169,071

158,400

5,172
(63,007)
(47,750}
(29)

39,430

558,410

177,993
14,474
)
(37,110
0
(31,540)

146,035

249,038
18,271
(¢}

(206,951)
o}

(141,222)

202,952
20,078
0
24,038
¢}
(36,645)

493,760

261,287

682,227

81,087

287,440

69,201

(1,121,612}

(228}
113,928
478

(954,262)
(247,983)
20,549
d

63,007

(553,723)

(15,144
607,635

(92,960}

(350,940}
[}
954,182

(12,263}

(526,881)
S0
4,461
o}

(1,007,434

(1,118,689)

(54,192)

590,979

(522,470)

777,922
{224,005)
(38,416)
Q
(34,637)
0

(10,094)

842,472
(156,709)
(63,449)
o
(69,309)
(807)
0

164,825
(552,201)
(43,688)
(340)
(36,400)
(51,482)
0

131,855
(B27.456)
(42,059)
(18,654)

o]

0

0

508,356
(153.895)
(43,218)

19,048
(10,920)

0

0

470,770

(519,286)

(756,314)

319,371

(42,904)

(305,204)

108,749

(7.917)

122,105

(133,898)

(42,904}

(305,204)

100,832

122,105

(133,898)

522,049

827,253

726,421

604,316

738,214

479,145
(51,647)

522,049
(186,056)

827.253
(183,466)

726,421
(206,608)

604,316
(246,201)

427,498

335,993

643,787

519,813

358,115




Bulk Not allocated

Total 2003

" INCOME STATEMENTS

" Net'revenue

1,115.1
(319.0)

793.3
(308.0)

1,928.0
(621.1)

efore;

796.1
(83.5)
(195.1)

485.3
(309.6)
(43.0)

1,306.9
(404.9)
(254.8)

517.5
(0.5)
(88.8)

50.9

132.7

0.0
(30.1)

0.4

647.2
0.5)
(126.1)

51.4

479.1
(154.6)

103.0
(21.7)

572.0
(176.9)

3245
(33.8)

81.3
4.5

395.1
656.6

290.7
0.0

85.8
0.0

1,051.7
(0.7)

290.7
0.0
0.0

85.8
0.0
0.0

1,051.0
0.0
0.0

290.7

85.8

1,051.0

995.2
1,013.0

4.169.3
4,893.7

64.1




Bulk

Not allocated Total 2002

904.1
(228.9)

1,538.6
(555.7)

675.2
(200.4)
(159.4)

982.9
(463.5)
217.4)

%E“’éé;ly{ggéf ; o 315.4
e 12.2
(77.9)
53.4

302.0

17.0
(101.3)

55.2

303.1
(136.0)

272.9
(158.4)

167.1
(9.5)

1145
5.9

157.6

0.0

120.4
360.2

157.6
0.0
0.0

480.6
€9.8
0.0

157.6

550.4

2,574.9
2,741.8

3,188.1 .
4,013.6
2,390.2
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Total options

Option allocation per year

2002

12.210
(4,070)

8,140

231,710
(142,590)

89,120
(89,120)

53,470
{53,470)

89,120

0

0

317,320
(210,190)

107,130
0

107,130
(107,130)

103,060
(103,060)

107,130

107,130

0

0

197,310
(120,190)

61,700
0

61,700
(50,770)

73,810
(69,420)

77,120

61,700

10,930

4,480

318,140

278,300

27,210

12,630

1.75%

1.53%

0.15%
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Leasehold
improvements

Land and Vessels and Prepayment on

buildings capitalized
dry—-docking

vessels under
construction

Other plant

and operating

equipment

3.558.9
48.8

388.0
(57.7)

30.8 3,995.3
0.0 (8.9)

3,607.7
(572.8)

1,055.3
212.1)

330.3
{52.5)

glé.4
(864.9)

30.8 3,986.4

0.0 (625.8)
10.7 1,882.4
(11.8) (1,088.8)

3,878.1

229.3

29.7 4,154.2

Nt

e

977.5
86.7

1,001.6
86.7

1,064.2
(179.9)

0.0
(116.2)

165.8

1,088.3
(180.4)

0.0
(123.9)

176.9

933.9

960.9

2,844.2

3,193.3

18%.8

189.8

8.5




S PARENT

Leasehold Land and Vessels and Prepayment on Other plant
improvements buildings capitalized vesselsunder andoperating
dry—-docking construction equipment

2,902.3 3.330.2
16.3) (74.0)

2,886.0 3.256.2

v i : 458.2) (512.0)
- Additions S g . . 1,055.3 1,882.2
Disposal & ' ‘ ' @12.1) (1,079.6)
3,271.0 3,546.8

763.1
57.3
820.4
(138.8)
: 0.0
. Vo i , (116.2)

N HOrARE YOAr ) ri o T , 139.6
o ) ‘ n
: : 705.0

2,566.0

189.8

fif) comparediwith
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(360.1)
(360.1)

0.0

The'deferred
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Thousands Thousands Nominal
of shares of shares value
DKK mill.

Nomina!
value
DKK milf.

capital

871.5
1441
(134.2)




‘MORTGAGE DEBT, BANKLOANS AND

OBLIGATIONS

Maturity

Fixed/
floating

476.1
846.9
853.8

298.1
1,075.9
659.5

Effective Etfective
interest interest

Fioating
Floating
Floating
Floating
Floating
Fioating
Floating
Fioating
Floating

2,033.5
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1,942.4
51.2
0.4

1,713.6
184.6
1.5

1,994.0

18997

B2

As menhonédnn




' contracts typlca Iivﬁfe)xp

323.1
772.9
208.2

456.2
568.4
356.1

1,304.2

1,380.7

2.3

1.5
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“FAIR VALUE O

C
1
i

NNptie.I\SA Fair value adjustments

Income Income Shareholders'
Fair value statement statement equity Fair value
at 1 Jan. 2003 i Netrevenue Financial items Retained profit | at 31 Dec. 2003

9.5 25.4 349
0.3 2.0

(44.9) (©.3) (31.4)
- (1.5) (1.5)

0.0

1.3

5.3

Fair value adju_stments

Income Income Shareholders'
Fair value : statement statement equity Fair value
at1.Jan. 2003 | Netrevenue Financial items Retained profit | at 31 Dec. 2003

25.4 349
0.3 2.0
0.3} (31.4)
(1.5) (1.5
0.0
1.3
5.3




ts tonetincome
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2,464.3 1,623.4

e i
sty

(40.2) (47.4)
(11.3) (12.3)
0.0 0.0
0.0 0.0
0.0 0.0
(38.5) 0.0
(318.0) (367.3)

1,196.4







BOARD OF
DIRECTORS

Niels Erik Nielsen

N. E. Nielsen became Chairman of TORM
in April 2002 and has been a board
member since September 2000. He is )
a partner of the law firm Bech~Bruun
Dragsted. Mr. Nielsen has a law degree
from the University of Copenhagen.

He is 3 Board member of the following
other Danish public limited companies:

Amagerbanken Aktieseiskab
Amk:;

Audic Holding A/S

Charies Christensen Holding A/S
Cimber Alr 4/S
Danica~£lekironik AZS

Danish Supply Corporation A/S
Gemmeirand Skeervefabrik A/S
GPV Industri A/S

Kongskitde Industries A/S
Mazzanin Kapital A/S

National industri A7S

Preben Oisen Automobiler A/S
Satair A/S

Weibei Scientific A/S

Ali including group companies.

Christian Frigast

A member of the Board since September
2000. Mr. frigast became Deputy
Chairman in April 2002. He is the
Managing Director of Axcel A/S and
holds an M.Sc(Econ) from the University
of Copenhagen. He is a Board member
of the following other Danish public
limited companies:

Britannia invest A/S
Mr. Frigast is alsc a member of the

Board of a number of companies reiated
to Axcet ASS.

Lennart Arrias

A member of the Board since April
2003. Mr. Arrias is employed by TORM
as 8 Captain and has been with the
Company since 1992. He represents
the employees of TORM on the Board.

72

Ditlev Engel

A member of the Board since April
2002. Mr. Engel is Managing Director of
Hempel A/S and has a B(Comm) degree
from the Copenhagen Business School.
He is @ Board member of the following
other Danish public limited companies:

Hempel Contractors A/S

Rex Harrington

Member of the Board since April 2003.
Mr. Harrington is the former Director of
Shipping at The Royal Bank of Scotland
where he had responsibility for its
extensive shipping portfolio. He holds a
Masters degree from Oxford University.
He is now an independent shipping
advisor and is a director of several
international companies and organisa=-
tions, such as the General Committee of
Lioyds Register of Shipping.

Peder Mouridsen

A member of the Board since April
2003. Mr. Mouridsen is employed by
TORM as a Chief Engineer and has been
with the Company since 1970.

He represents the employees of TORM
on the Board.

Gabrie! Panayotides

A member of the Board since September
2000. Mr. Panayotides is Chairman,
President and Chief Executive Officer of
Excel Maritime Carriers Ltd., listed on
the American Stock Exchange. Mr.
Panayotides has been engaged in the ]
ownership and operation of ships since
1978 and sits on the Greek Committees
of the classification societies Bureau
Veritas and Lloyds Register of Shipping.
He has a Bachelors degree from the
Pireaus University of Economics.

ANNUAL REPORT



MANAGEMENT

ANNUAL REPORT 2003

Klaus Kjerulff

President and Chief Executive Officer
since September 2000. Mr. Kjeerulff has
worked for TORM since 1976, From
1997 to 2000, he headed the Company's
Tanker and Bulk departments as execu~
tive Vice President. From 1981 to 1997,
he was Vice President in charge of the
Tanker department. He is a Board mem-
ber of the foliowing other public limited
Danish companies:

gram=~agentur A/S

Kiaus Nyborg

Chief Financial Officer since March
2002. Prior to this, Mr. Nyborg held a
number of senior positions with the
A. P. Melier - Maersk Group, most
recently as CFO of Maersk Logistics.
Mr. Nyborg holds & Masters degree in
Law and Business Economics and a
B(Comm) from the Copenhagen
Business Schoof.

2003
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GLOSSARY

ADR:

ADS:
Aframax;

Assel

management:

Asset play:

Bulk:

Bunker:

Classification
society:

Coating:

DKK:

Dry cargo:
- DWT:

EU:

FFA:

GAAP: .
Handysize:

183:

American Depository Receipt - proof of ownership of
{the equivalent) of one share. ADRs are used by foreign
companies wishing to fist on American stock exchanges.

American Depositary Shares. Shares registered with SEC,
kept in custody with a bank as security for the ADRs issued.

A vessel with a deadweight (cargo carrying capacity) of
80.000 - 100,000 tons.

See asset play.

Acquisition and ownership of assets (ships), which may be dis—
posed of at an optimal time, with a view to generating a one-off
profit - as opposed to profits derived from operating the asset.

See B/B.

Bareboat - & form of charter arrangement whereby the
charterer is responsible for all costs and risks in connection

. ‘with the vessels’ operation.

Dry cargo {typically commodities such as grain, coal,
iron ore etc.).

Fuel with which to run a ship's engines.

Independent organisation, which through verification of
design, construction, building process and operation of
vessels ensure that the vessels at all times meet & fong fist
of reguirements to seaworthiness etc. If the vesse! do not
meet these requirements, insurance and mortgaging the
vessel will typically not be possible.

Contract of affreightment. A contract that contains a number
of consecutive cargoes.

The internal coatings applied to the tanks of a product tanker.
The coating enables it to foad refined ol products.

Danish Kraner.

See bulk.

Deadweig'ht tons- the cargo carrying capacity of a ship.
The European Union.

Freight Forward Agreement, a financial derivative instrument
enabling freight to be hedged forward at a fixed price.

Generally accepted accounting principles.
Bulk carriers with a deadweight capacity of 20-35,000 DWT.

International Accounting Standards.

74

IFRS:

IMO:

Liner activity:

LRZ:

MR

OPA-90:

OPEC:

Panamax:

Pogl:

Product {anker:

T

Time charter:
TCE:

1€ equivaient:

Translation risk:

International Financial Reporting Standards.
International Maritime Organisation.

The operation of ships trading to specified ports using a
fixed schedule. The cargo normally involves containers and
general cargo.

Long Range 1. A specific class of progduct tankers in the
60,000 - 80,000 DWT size.

Long Range 2. A specific class of product tankers in the
80,000 - 110,000 DWT size.

Medium range. A specific class of product tankers in the
35,000 - 50,000 DWT size.

Qil Poliution Act 1990: US environmenta! law implemented
following the grounding of Exxon Valdez in Alaska.

Organisation of the Petroleum Exporting Countries.

A vessel of 60,000 - 80,000 DWT size with dimensions
which allows passage through the Panama Canal.

A grouping of ships of similar size and characteristics, owned
by different owners, but which are commercially operated
jointly. The Pool manager is mandated to charter the ships
out for the maximum benefit of the pool as & whole.
Earnings are egualised taking account of differences in ships’
specifications, the number of days the ships has been ready
for charter etc.

A vessel suitable for trading ¢lean petroleum products, such
as gasoiine, jet fuel and naphtha.

Time Charter - an agreement covering the chartering out of a
vessel to an end user for a defined period of time, where the
owner is responsible for crewing the vessel, but the charterer
must pay port costs and bunker.

See T/C.

See T/C equivalent,

The freight receivébte after deducting port expenses,
consumption of bunker and commissions.

Exchange rate risk from translating financial statements from
other currencies to the presentation currency.

United Nations.

US Doliars.

ANNUAL REPORT



FLEET LIST

The Company's owned fleet has grown considerably over the last five years.

TORM's tonnage in the tanker segment was 0.5 mifl. DWT in 1998 against more

than 1.2 mill. DWT in 2003, while the bulk fieet grew from G.28 mill. DWT in

1998 to 0.33 mill. DWT in 2003.
As of 31 December 2003

TANKERS

m.t. TORM INGEBORG
m.t. TORM VALBORG
m.t. TORM GUDRUN *
m.t. TORM KRISTINA *
m.t. TORM HELENE

m.t. TORM HILDE **
m.t. TORM MARGRETHE **
m.t. KIRSTEN ***

m.t. TORM FREYA
m.t. TORM THYRA
m.t. TORM GERD
m.t. TORM GERTRUD
m.t. TORM VITA
m.t. TORM MARY
m.t. TORM ANNE
m.t. TORM GUNHILD
m.t. TORM GOTLAND
m.t. TORM ASIA
m.t. OLGA

BULK CARRIERS
m.s. TORM MARTA
m.s. TORM TEKLA
m.s. TORM HERDIS
m.s. TORM MARINA

m.s. TORM ARAWA
m.s. TORM PACIFIC

NEWBUILDINGS
HYUNDAI newbuilding. 1509 (TORM ESTRID)
HYUNDAI newbuilding, 1516

DALIAN newbuilding, 1100-21
" DALIAN newbuiiding, 1100-22
DALIAN newbuilding, 1100-25
DALIAN newbuilding, 1100-26

*  Chartered under ten-vyear time charter,

** Chartered under bareboat charter. The bareboat
arrangements were refinanced in 2004 and

ownership of the vessels is thereafter with TORM.

*** 50% ownership.

2003

bW
99,990
99,990
99,990
105,000
99,990

84,040
83,955
83,660

45,800
45,800
45,800
45,800
45,800
45,800
45,507
45,457
47,629
44,367
44,646

69,638
69,268
69,618
69,637

27,827
27,802

74,999
74,999

110,000
110,000
110,000
110,000

Built
2003
2003
2000
1999
1997

1990
1988
1988

2003
2003
2003
2002
2002
2002
1999
1999
1995
1994
1992

1997
1993
1992
1990

1997
1997

2004
2004

2006
2006
2007
2007




TORM
BACKGROUND

TORM was founded in 1889 by Captain Ditlev Torm and is
today one of the most respected names in international
shipping. A longtime focus on quality and a prudent style
of financial management have earned it the respect of
the maritime and financial communities alike. TORM's
present fleet of nearly 100 vessels includes some of the
most modern ships afloat. Commercial operations are
conducted largely via pooling arrangements with other
leading shipowners who share TORM's commitment to
safety, environmental responsibility and customer service,
with TORM responsible for the commercial management
of the majority of these pools. Headquartered in
Copenhagen, Denmark, the company is listed on the
Copenhagen Stock Exchange as TORM. You'll find more
about its history, fleet and core businesses along with
detailed investor information at www.torm.dk.

A/S Dampskibsselskabet TORM
Marina Park

Sundkrogsgade 10

DK-2100 Copenhagen 8
DENMARK

Telephone: +4539 17 92 00
Telefax: +45 39179393
E-mail: mail@torm.dk
Website:  www.torm.dk

TORM | VISION ANCHORED IN EXPERIENCE




